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Lawson's budget was several 
things it did not seem, page 
10. Its implications in detail, 
pages 43-54. Which markets 
liked it, page 73. Thatcher and 
treasury books, page 85. 
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At Britain's miners’ union, page 
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In El Salvador’s election, page 


15. Two fronts for Nicaragua, 
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Super Tuesday 


Hart wins, Mondale fights on, 
page 9. How Tuesday's voters 
changed a sprint to a 
marathon, pages 17-23. Hart's 
foreign policy, page 21. 


American prayer 
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Mergers test America’s 
trustbusters, page 63. Texaco 
and Getty, page 64. Fuelish 
forecasts, page 65. Bets off on 
Wall Street, page 74. 


Bank notes 


British banks as brokers, page 
73. Argentina cuts up rough, 
page 75. Blocked by the post 
office in Japan, page 76. 


Deal possible 
For Lebanon, pages 30-31. 
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Hongkong’s stylish film 


makers, pages 86 and 87. 
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Doing Europe’s work 


SIR—Your article urging Ameri- 
cans not to be so upset by our loss 
in Lebanon that we fail to defend 
‘to your satisfaction the Strait of 
Hormuz (February 25th) is a true 
“reflection of the picture you 
painted on January 21st of the 
weak-kneed European. 

Perhaps you would be kind 
enough to explain to this Ameri- 
an reader why the United States 
carries'a greater responsibility to 
“keep the oil flowing out of the 
-Gulf than the European nations 
and Japan, which rely most 
heavily on this resource. If this oil 
“4s.so indispensable to them, let 
“these so-called: “friends” stand 
for once on their own feet and 
take the lead in defending it. 


Bountiful; Utah’. Davin L. BIGLER 
ARPA A IS ASAT EAEE LAE ALE IES AEA ATOR 


Sikin calling the selection of 
Mr Chernenko “astonishing” and 
“dismaying” (February 18th) you 
ply western liberal democratic 
s toa country which is, and 
$- always been, profoundly 
servative. 

he essence of Russian (in- 
ding Soviet) policy has always 
nto increase perceived long- 
rm stability through strength. 
entralised, authoritarian con- 
‘ol, involving the denial of indi- 
viduality, has proved an effective 
means of achieving this end. Rus- 
’s first modern autocrat, Peter 
e Great, effected his brutal 
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There is general agreement that 
1984 will be a year of modest global 
conomic recovery; but does that 
mean Europe as well as North 
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“westernising” reforms in order 
to enhance, by means of Europe- 
an technology, his country’s mili- 
tary capabilities and insure its 
security, Stalin undertook collec- 
tivisation and industrialisation in 
the 1920s and 1930s for the same 
reasons. 

Thus “poor Mr Andropov 
tried to change Russia” only in 
the sense that the same could be 
said of Peter the Great and Sta- 
lin. You correctly perceive that a 
Soviet Union beset by economic 
difficulties might be driven to 
attempt foreign adventurism. Mr 
Andropov, clearly a man of some 
vision, preferred to modify the 
economic system in order to 
avoid the dilemma which would 
force a trade-off of internal 
against external strife. He had 
the stature to make such an at- 
tempt. A less securely en- 
trenched man could not afford to 
continue Mr Andropov’s activ- 
ism. Soviet conservatism baulks 
at the thought of continuing the 
shocks of reforms during an in- 
herently unstable period of politi- 
cal transition. Mr Chernenko’s 
task is to try to lend a semblance 
of continuity to the interregnum. 

What then? In Russia, reforms 
have always been imposed from 
above. Andropovian “‘experi- 
ments” might have led to a more 
efficient economy, but hardly to a 
less authoritarian regime. 

A more efficient Soviet Union 
might make for a more stable 
international environment; but 
we in the west need to be clear 
that the price for such stability is 
likely to be increased repression. 
Understanding the nature of the 
Soviet state should at least re- 
strain us in some of our wilder 
expectations. 


Oxford CHRISTOPHER D. Suits 


SiR—You acknowledge the early 
Soviet Union's “almost. unimag- 
inably high. ideals” in 1917, but 
say these ideals. were “doomed” 
because of an “historic blunder” 
which permitted only one party. 
You then suggest that the real 
culprit was the notion of “‘certain- 
ty”. Marx and other Enlighten- 
ment types, evidently, aban- 


~ doned “the certainty of religious 
belief’, only “to find themselves 


groping for certainty elsewhere”. 

The- search for “certainty”, 
panay in religion, through 
religious means, is not to be deni- 















ty is wrong because it is a quest 


for certainty, but rather because. 
it is a seeking in the wrong. place. 


Washington, : 
DC ' “James V. SCHALL, SJ 





Beggaring the poor 


SiR—Your leader (February 


18th) is naive in suggesting that- 


developing countries could have 
avoided their debt problems by 
relying on multinational invest- 
ment rather than bank loans in 
the past 10 years. If you look at 
your own issue of January 8, 
1983, you will find an account of 
multinationals disinvesting fheir 
assets in India to meet the cash 
crunch back home. The same 
thing must have happened in oth- 
er poor countries too. Besides, 
the global recession left huge idle 
capacities in the third world, and 
few projects looked profitable. 
You say the current account 
deficit of poor countries shot up 
from $18.5 billion in 1970 to $58 
billion in 1980, while direct for- 
eign investment rose from $3.7 
billion to $4.7 billion. The size of 
the. gap should make it clear that 
multinationals could not have 
filled it. In 1970, developing 
countries needed finance mainly 
for investment, and could argu- 
ably have relied more on multina- 
tionals. But in the 1980s they 
have needed finance mainly for 
current consumption, especially 


for dearer oil. Only banks could: 


have recycled the huge financial 
surpluses thrown up by the oil 
shocks. 

For developing countries to- 
day, the real problem is that 
international finance is being re- 
cycled to meet the mammoth 
budget. deficit of the United 


States. This has led to high inter- - 


est rates and an appreciating dol- 
lar, both of which have pushed up 
debt-servicing charges. A little 
more structural adjustment by 
America would make it far easier 
for poor countries to manage 
their own adjustment. 


New Delhi S. SAIYAR 





Pittsburgh’s pirates . 

SiR—-Your article on the United 
States’ steel industry (February 
25th) cannot be faulted for its 
policy thrust: namely, that the 
industry cannot have both trade 
restraints and mergers. However, 
the American steel market is not 
as protected as you suggest, nor is 
the European market-as.open.as 
you would have us believe. The 
federal government | has been 





‘to. recently, w h some LDCs, but 
assume that the quest ‘for certain- 


American” imports of carbon 
sheet products have been rising ` 
rapidly. 

In Europe Mr Davignon is car- 
telising the EEC steel. producers, 
with the aid of draconian trade 
protection. Imports have ranged 
from. 6% to 10% of EEC con- 





‘sumption in-recent years, not the 


40% . you ‘Suggest—that figure 
must: include intra- EEC Ship- 
ments. a : 

„American trad policies in 
steel have been largely inefféctu- 
al, perhaps deliberately so. Of 
course, if the industry is success-.’ 
ful invits drive for a 15% quota: 





:while the dollar remains strong, 


effective trade protection will fi- 
nally have arrived. But you 
should’ not be so quick to con- 
clude “that import, competition | 
has yet been restrained. You < 
right to criticise the United Ste P 
industry for continuing to want to 
hide behind import barriers, but 
your article would be more bal- 
anced if you asked Mr Davignon 
to open the door just a crack. 
Washington, 


DC ROBERT W. CRANDALL 





Reuters _ 
SiR-—Your article about Reuters 


“(February 25th) suggests that 


Reuters computer. terminals: 
have no intelligence. In fact, all. 
our keystations are directly. at=- 
tached ‘to intelligent controllers. 
and ‘some include intelligent. 
keyboards. 

We have recently launched a 
number of products which incor- 
porate in terminals the most 





technically advanced micro-com- 
puting facilities. and shall launch 
more of them, The first such 
products are graphics, arbitrage 
calculations, and position-keep- 
ing for dealers. en 

Reuters has a continuous pro- 


gramme of upgrading. its termi- 
nals to maintain-its technological 
lead, whith has always been our 
policy. There.is, therefore, no 
need for us to replace our termi- 
nals in the way that you suggest. 
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‘and trade in forest products, analytical work on devel- 
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economic effects. 
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annum, free of tax. 
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economic development that employs a torge muiti-national staff, 
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understands Travel and Shipping Operations and is able to pro 
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Apartments and villas at Marbella’s finest 
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The gardens 
Over 25 acres of mature sub-tropical gardens shaded by 
trees, overflowing with plants. Complete witha stream 
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the centre. 
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Marlyn Lodge is a brand system. In fact, weve 
new complex of luxury 1 included everything right 
bedroom flats and studio . , down to the solid brass door 
apartments, perfectly located © furnituré’and coved ceilings. 
on the fringe Soif you 
of the city, work in the 
within easy City and 
walking ‘want the 
distance of perfect 
the Tower pied-a- 
of London terre, either 
and close to for yourself 
the Under- or your 
ground at J company, 
Aldgate, speak to 
Developed to the very i 
highest standards by Wimpey -01-481 1782. 
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The amenities 
The finest sandy beach in the area. 
The 5-star Don Carlos Hotel. 
* Swimming pools, windsurfing, water ski-ing and other water 
sports, Eleven tennis courts=four of them floodlit. 
Horse-riding centre. Preterential green fees at two of 
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The management 
An affiliated property management company operates a 
comprehensive range of services, principally: 24-hour 
security protection, building maintenance and rentals. 
|: Prices for apartments from £50,000 with excellent mortgage 
: facilities. 
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Who laughs last? 


Days that are billed as “Super” have a habit of not 
being. Thus it was with Super Tuesday, March 13th, 
when a bunch of American primary elections was 
snpposed to sort out the Democratic candidates for 

esident. With the dawning of Ordinary Old Wednes- 
uay, there had clearly been no earthquake. 

Mr Walter Mondale, who was the Democrats’ front- 
-runner until his first brush with the electors in New 
Hampshire on February 28th, at least slowed down the 
bandwagon for Senator Gary Hart with victories in 
Alabama and Georgia. Mr Hart won more and bigger 
states, but it was not a clean sweep. Mr Mondale’s own 
assessment of what has happened sounds right: the fast 
hurdles are now over, and the marathon begins. The 
frenzy round his rival must abate a little. In a long slog, 
where substance may count as much as image, Mr 

Mondale can still just hope that he will laugh last. 

And Senator Hart? For a man who was almost 
unknown in the south a fortnight ago, he has done well 
to win Florida and tag Mr Mondale close in Georgia; he 
can be equally pleased to have won so handsomely in 
Rhode Island and Massachusetts, heavily unionised 
states which were once supposed to be in Mr Mondale’s 
pocket. This means that Mr Mondale must stay worried 

“out the next big tests: industrial, machine-ridden 

ichigan and Illinois, where the black preacher of 
Chicago, Mr Jesse Jackson, will also be a factor. 


The winner will carry debts 
The power of Mr Hart’s campaign has been its element 
of surprise. He did not surprise on Tuesday; he did 
about as well as the newly-wise pundits thought he 
would. The drawing-out of the campaign into the more 
populous states from now on will suit him less. Yet it 
might, in a Lenten way, also do Mr Hart good; it will 
test him over a long stretch, force him to get his 
somewhat arcane policies into plain English, to cope 
with a public that will soon begin expecting real 
answers, not one-liners. If Mr Hart can deal with that 
through Illinois, New York, California and Texas, he 
may arrive at the Democratic convention in San Fran- 
cisco as an unstoppable candidate. 

But not one without debts. Mr Mondale would, 

though a losing candidate, still carry a large part of the 
_ Democratic party with him, which would need to be 
d the Rev. Jesse Jackson, who got 20% in 






Georgia, 19% in Alabama and 12% in Florida, will, 
with black votes at his command, demand his price for — 
staying out of the main presidential race and deliveringii 
his support. Since 1968, no presidential candidate has — 
won the general election without the south. In 1980, Mr - 
Reagan won there but with margins smaller than the. 
number of unregistered black voters. 4 

It is too early to say how far all this should cheer Mr 
Reagan, although the very low turnouts for the Demo- 
cratic primaries must please him. A lot of voters (and — 
non-voters) for Mr John Glenn probably intend to vote | 
for Mr Reagan in November. A drawn-out battle for 
the Democratic nomination between Mr Hart and Mr — 
Mondale would, of course, be welcome to the White — 
House, especially if Mr Mondale were to emerge as the _ 
Democratic candidate, after being battered on every — 
television screen by the rude things Mr Hart says about — 
him as the supposed client of every vested interest, 
charges to which Mr Mondale has not always convinc- — 
ingly answered back. Mr Reagan has run against Mr — A 
Mondale before, and beaten him before, as the sidekick 
to Mr Jimmy Carter. Mr Mondale is a known quantity, 
an advocate of old-fashioned ideas, talking above the 
heads of some of the Democrats’ blue-collar workers 
but below the intellects of some of their sophisticates. — 
Against Mr Mondale, Mr Reagan’s iconoclasm, his gift 
for “being a president”, his apparent command of an 
economy in recovery, will be hard to beat. 

Mr Reagan’s main worry would be if the long test 
ahead brought something even better out of Mr Hart. 
Against the younger man’s message of apparent ideal- 
ism, Mr Reagan could be vulnerable. The fact that i 
Hart’s message may be specious did not stop it working ” 
in the south, and this should give Mr Reagan particular 
pause. For the south is not all sold on talk, either of 
idealism or of the future. It has a good line, too, in — 
ancient senators, old industries and large, traditional _ 
military establishments. The even older north-east is — 
ready to vote Democratic if the Democrats would but 
give it a decent candidate to vote for. The new west and — i. 
south-west, thought of as Reagan country, may, come- 
the fall, find a Coloradan running against him for 
president with, say, a popular Texan like Mr Lloyd 
Bentsen as Mr Hart’s running mate. The least Mr Hart’s _ 
lightning jump to prominence has done—so far—is 
open up this year’s race for the White House. 
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Welcome a tax-reforming chancellor; wish that he was bolder 





As Mr Nigel Lawson sat down amid a sea of waving 
= order papers, it was clear that he had saved the morale 
_ of Conservative members of parliament. It was not so 
= clear that their record is good at judging what will be 
= best for them in two years’ time. No such Tory 
= backbench euphoria greeted the budget which eventu- 
ally won the Conservatives the 1983 election—that 

_ brave and lonely affair in 1981 when Sir Geoffrey Howe 

_ deflated during a recession. Sir Geoffrey thereby re- 
a duced inflation from its 1980 peak of 22% to today’s 

_ 5%, and bequeathed to his successor a sound economy 
but a danger of going politically phut. 

One alternative before Mr Lawson on Tuesday was 
to continue with Sir Geoffrey’s policy of pushing budget 
= deficits steadily lower, and to hope against experience 
that a second-term Conservative government would be 
Be saed as maintaining a political dynamic if it kept on 
3 annually squeezing harder so as to attempt to get 
= inflation down to virtually nil. The other alternative was 
= to stop reducing budget deficits after a slightly sleight- 
= of-hand showpiece this year, to accept an annual 3-5% 
as the target inflation rate for the rest of this parlia- 
PR ment, and to use the small resultant leeway to introduce 
Eia budget aimed at securing the maximum possible 
= reduction in unemployment. 
































-Not as Howeish as it sounded 

= Mr Lawson has opted for this second alternative, 
= although many both of his backbenchers and his 
_ detractors want to believe that he has not. The key to 
success for this budget is not going to be the short-term 
q reaction to it, although the stockmarkets were bubbling 
on Tuesday evening and bank interest rates (to be 
followed by building society ones?) were falling there- 
after. The key will be whether the British in the next 
few years prove entrepreneurial enough to quit the 
- pensioned manufacturing industries of yesterday for the 
= profitmaking jobs of tomorrow. 

Mr Lawson’s principal budget decision has been to 
= grasp the huge changes in business taxation which a 
previous Tory green paper had presumed would be 
= politically impossible, and to push them through amid 
_ loud Tory political acclaim. For more than 30 years, his 
= predecessors as chancellors of the exchequer have been 
= building up incentives for labour-saving investment in 
plant and equipment and industrial (though not com- 
mercial) buildings. Mr Lawson now rightly calls their 
expensive structure a “taxation system that encourages 
low-yielding or even loss-making investment at the 
expense of jobs”. Until last Tuesday Britain had an 
= industrial policy of the sort advocated in the United 
States by Mr Walter Mondale—ie, the most perverse 
impediment conceivable for a country that needs to get 
of the products manufactured one quarter as 


cheaply by South Korea and to enter the post-industria 
age. 

The chancellor has decided to abolish these capita 
allowances in three steps between now and March 
1986, and to disallow tax relief on stock inflation afte: 
this month. More than all of these big reductions ir 
industrial subsidies will then be given back during < 
four-stage reduction in corporation tax on company 
profits, from 52% today to only 35% in 1986-87 (witt 
an immediate reduction in the rate for small companie: 
from 38% to 30%). 

The extraordinary package is then gilded by 
decision to abolish, in October, the £850m-a-y 
national insurance surcharge (“Mr Healey’s tax or 
jobs”). This and more will be paid for in 1984-85 by Mı 
Lawson seizing the opportunity to bring forward £1.1 
billion into the new financial year by levying Vat or 
imports into Britain as early as it is levied on Britist 
exports to the rest of the EEC. 

These changes are so complicated that the calculatec 
“precise net revenue effects” disappear in the red bool 
into a footnote saying that they “will depend on the 
levels of profits and investment at the time”. The 
treasury’s best guess is that British companies will be 
paying about £280m less tax in 1984-85 than they woul« 
otherwise have done, and £1.4 billion less in 1985-86. A 
natty feature of the staged withdrawal of the excessive 
subsidies on investment is that, until the spring of 1986 
this could put investment in Britain sharply up. Compa 
nies may hurry to get the present subsidies before then 
especially as the profits earned from the new invest 
ments will eventually be taxed at one of the lowes 
corporate rates in the world. Britain should sudde-* 
become one of the lowest-taxed countries in whick _ 
carry on profitable businesses, although, after 1986, i 
will lose its former status as a place where governmen 
will subsidise you rotten provided you bring som¢ 
capital-intensive (ie, not very employment-creating 
company or plant to any area of high unemployment. 

The second requirement of any policy to reduce 
unemployment in Britain is that employers should be 
able to attract people into work even when offering only 
low wages. At present, workers accepting low-wage 
jobs often derive practically no benefit from them 
because—under the so-called “unemployment trap”— 
they start paying 30% income tax and losing means 
tested benefits at the same time. Mr Lawson said he 
would use “every penny” he could find for lifting the 
lowest paid out of the ranks of income-tax payers. 

He sought £1.5 billion of such pennies partly by 
removing various tax perks on business expense: 
(whose removal we have previously recommended ir 
these columns), and partly by extending Vat to ho 
take-away foods and building alterations. He hac 








We cannot do nothing. I have chosen the middle way 


wanted also to apply Vat to newspapers, but a posse of 

editors and owners persuaded the prime minister that 

this would give Mr Lawson a bad press. He should 

probably have pressed on regardless, and—despite 
iculties under EEC rules—raised more money by 
lying Vat to financial services as well. 


Reformer without an axe 

Mr Lawson’s simple method of raising tax thresholds is 
not the most discriminate way of easing the unemploy- 
ment trap, since a raising of thresholds helps every- 
body. It would have been better to have undertaken a 
wider reform, including scrapping the married man’s 
allowance and overhauling the Victorian schedular 
system under which different types of income are 
arbitrarily and quite differently taxed, with tax paid in 
one year relating to income earned in several previous 
years. The whole inefficient administration of British 
income tax has been gathering barnacles since the 
Napoleonic Wars. Because of his caution on such 
matters, the chancellor has managed to free only 
850,000 lower-paid people from Britain’s too large tax 
net, and 100,000 of those are widows. 

If his anti-unemployment policy is to involve some- 
thing more dramatic than a march to work of these 

lows, Mr Lawson will in some future year need 
several billion pounds to increase child benefits, the 
most direct way of boosting the incomes of low-paid 
people. The best way to find the cash is to cut other 
kinds of public expenditure, but the government’s new 
and disappointing green discussion paper on “‘public 
expenditure and taxation into the 1990s” makes it clear 
that radical methods of searching for new economies in 
the welfare state, which need to be discussed, are 
politically undiscussable at this time. 

Mr Lawson’s radicalism would have had freer rein if 
he had moved towards an expenditure-based, instead of 
income-based, tax system. When The Economist pro- 
posed this last year, it presumed that bureaucracy 
would treat it as taboo. So it is rather encouraging that 
the scheme was specifically mentioned in the budget 
speech and subjected to only ritual denunciation. 
“Even if a root-and-branch scheme of this kind were 
desirable”, Mr Lawson assured his bureaucrats, “‘it 
would, I believe, be totally ipprertcal and unrealistic. 
| I do not believe that ... we can afford to do 





nothing. So I have chosen the middle way.” 

This was treasuryspeak for “I know the present base 
for direct taxation is an unholy mixture of income and 
expenditure; but moving towards a direct expenditure 
tax (a type of income tax based on tangible cash flows, 
which exempts all forms of saving) would be confound- 
edly difficult and no rocky transition is going to ruin my 
chancellorship’’. The treasury may agree that an expen- 
diture tax might be more sensible than an ordinary 
income tax if one was setting out to colonise the moon, 
but no man from Whitehall is going to be put on the 
moon in this decade. Because the basis of the system 
has not been changed, any Labour chancellor can 
reintroduce capital allowances, and undo all Mr Law- 
son’s good work at a stroke. 


In his effort to get wealth used more productively, Mr 


Lawson has also had to fall back on expensive prods, 
rather than sweeping reforms. Scrapping the invest- 
ment income surcharge was right—it was an unneces- 
sary distortion—even though the £360m in a full year 
will give back an average £1,300 a year each to around 
280,000 rich and mostly elderly taxpayers (generally 


those with capital of over £70,000, since it has applied — 


only to investment income of more than £7,100). 
Halving stamp duty to 1% is a boost to Britain’s 
uncompetitive stock exchange and may encourage 
individuals to buy more shares. 

In savings the smack of the tax reformer has fallen 
most firmly on the easiest bottom. Over the past 25 
years, three types of saving have been massively 
privileged: owner-occupied housing, pensions and life 


assurance. After inflation, personal holdings of these — 


assets have risen by 260% , 280% and 80% respectively. 
In abolishing tax relief on new life-assurance premiums 


the chancellor is tackling only the smallest distortion. If 


tax subsidies for one form of institutional saving (life 
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assurance) are not desirable, why not start whittling — z 
down reliefs for pension schemes and house-buying 


too? If Mr Lawson ever dared to do this, he could 
attack the unemployment trap much more vigorously. 


Modified raptures 
There are some brave things in this imaginative budget. 


The losers from the changes in business taxation will 


include big companies and big interests already in 


place. The gainers will include industries not yet born. 


After the transitional arrangements are over, there will — 
be rows because the de Loreans can no longer be easily — 
bribed to go to the Ulsters. Mr Lawson has earned ~ 


genuine respect in both his department and his party. 


Apart from Hugh Dalton and Hugh Gaitskell, Mr 


Lawson is the only first-class honours graduate in — 


economics to have become a British chancellor of the 


exchequer. Dalton’s first budget showed that he had — 
become too much of a politician to be entrusted with — 
the management of the economy. Gaitskell’s first 
budget suggested he might prove too much of an — 


economist to prosper in politics. Mr Lawson’s first — 
budget deserves to avoid either criticism, provided you — 


look at some of the bold long-term things he is trying to 


do, rather than listen to the short-term glosses he is 


managing to say. 
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a8 Needs younger men than Mr Chernenko 


if you are looking from Moscow, the view of southern 
_ Africa is dismal. This Friday, March 16th, supposedly 
_ pro-Soviet Mozambique was due to sign an agreement 
= with vehemently anti-Soviet South Africa in which the 
: two countries would promise to stop helping the 
= guerrillas fighting each other’s governments. On the 
_ other side of the continent South Africa’s ceasefire with 
_ Cuban-backed Angola still holds, and the Cubans are at 
As last hinting of pulling their troops out of Angola. These 
_ are two body-blows to Russia’s once-hoped-for ring of 
| Soviet- backed states around South Africa. Farther 
north, Ethiopia, the country which is the nub of Soviet 
-influence on Africa’s strategic Horn, last month 
_ chucked out two Soviet diplomats for spying, and has 
waved goodbye to anywhere up to a half of its 10,000 
ban “helpers”. 
In Africa and beyond, the Russians have lately been 
having a hard time in the third world. How soon and 
ow well they recover from their period of discomfiture 
lepends on which lessons they have learnt best. 
The hardest lesson of all has been that the fuel driving 
_ the engine of change in the developing world is not 
Marxism-Leninism but a crude and explosive national- 
ism. That is what keeps Russia’s ally, Vietnam, in costly 
À occupation in Kampuchea. It forced the Soviet Union 
_ to choose between warring Ethiopia and Somalia back 
in 1977. It still locks Ethiopia in a bitter civil war in 
_ Eritrea that even Cuba’s rent-a-rifle brigades could not 
_ face. Lace nationalism with a religious fervour, and the 
complications grow. Russia’s original cautious enthusi- 
m for Iran’s Islamic revolution has dissolved into 
dismay as the ayatollahs blast away indiscriminately at 
American imperialists and godless Communists alike. 


































i Rhetoric without roubles 
_ Even ideological friends are not all they seem. Where 
‘Marx did give people a leg-up to power, as in Ethiopia 
d Mozambique, his popularity waned as the fight 
ned from political rivals to more insistent enemies: 
nine, poverty and disease. The flagging Soviet econo- 
= my is a poor advertisement for socialism in such 
= countries. And the Russians are showing a deep reluc- 
tance to back their rhetoric with roubles. Soviet aid to 
the part of the developing world it regards as not-yet- 
-ripe-for-communism has shrunk to the point where, in 
_ 1982, those countries paid back to the Soviet Union 
some $108m more than they received in new aid. Close 
90% of Soviet foreign aid ($6.8 billion-worth) went 
istead to a trio of commited communist allies—Cuba, 
ongolia and Vietnam. 
= This niggardliness mattered less when the Russians 
ad other things to offer to the third world. Soviet 
eapons, East German brains and Cuban brawn once 
emed a winning combination in Africa and the Arab 


world. They no longer do. Russian weapons in Syrian 
hands were no match against Israel in 1982. Angola has 
learnt the hard way that even 20,000 Cubans are no 
protection from South Africa’s army. Russian advisers, 
bounced out of Egypt in 1972 and Somalia in 1977, now 
tend to live out of suitcases. Might Ethiopia, wiser by 
others’ experience, one day also show them the door? 

The fact that Russia has run into problems in 
countries that Khrushchev expected to drop into the 
Soviet lap like post-colonial plums does not, of course, 
mean disengagement. The Russians have become more 
cautious in the third world because of a combination ^® 
their own economic weakness, the unpredictability 
many of their assumed new friends, the Reagan admin- 
istration’s reassertiveness, South Africa’s recent pug- 
nacity. But the retreat is a tactical one. 

Russia’s markers are still in place. In 1982, Russia 
and its east European adjutants sold weapons worth $6 
billion in the non-communist developing world—three 
times the 1975 figure. Last week the Soviet defence 
minister, Mr Dmitri Ustinov, was in India peddling 
more of his wares. What little economic aid the 
Russians will spend outside the communist family will 
be invested where political returns are potentially the 
highest, in the Middle East and the Gulf. 

A Russia wondering how to recapture lost ground in 
the third world has a choice. It can simply go on 
grabbing at opportunities as they arise. The Middle 
East, the Gulf and central America are littered with 
places that could go wrong for the west. If Iran shakes 
itself apart after Ayatollah Khomeini’s death, the 
Russian military machine that crunched into Afghani- 
stan in 1979 is well placed to scoop up some of tl 
pieces. 

The problem is that Russia no longer has the clear-cut 
military advantage over America in much of the third 
world that it possessed before Presidents Reagan and 
Carter started to make the American army more 
mobile. Nor does it have an economy capable of 
generating the sort of economic aid that could be a 
substitute for military clout. 

More far-thinking Russians may be starting to sus- 
pect that an effective third-world policy requires an 
efficient economy at home. Andropov’s Russia made a 
hesistant start on repairing the economy. The new 
Soviet leader, Mr Chernenko, is an old man with 
neither the breath nor the time for a long haul. The 
younger men about him do. They might contemplate 
the thought that the road to Asia and Africa lies 
through a revitalisation of Russia itself. A more intro- 
spective Russia would, for a time, also have to be a 
more cautious one. But the selling of Marx to the poor 
world requires a demonstration that Marxism works in- 
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Floating power plants built 
for the National Power Corp. 
of the Philippines. 





Were generating 
new ideas in power plants. 


A floating power plant? 

That’s what one of our customers needed, and that’s what we at Hitachi Zosen 
designed and built for them. 

It took a lot of technical expertise. But it also took a lot of fresh, imaginative thinking. 

You see, at Hitachi Zosen, even though we have over 100 years of accumulated 
technology in fields such as shipbuilding, steel structures, and petrochemical plants, 
we also have a long history of creative thinking. 

Which is why today we have the capability to build almost any king of 
power plant to solve almost any kind 
of problem. Mini or mammoth. Gas 
turbine, steam turbine, or diesel type. 
Plants that burn natural gas, coal, oil, 
or wood shavings. Even plants 
designed to burn locally available fuel. 

When it comes to power plants, 
come to Hitachi Zosen. 

We not only have the technology, 
we have the mental energy. 


» One of 9 power plant 
diesel engines built for use 
in Saudi Arabia. 





We build industries 
The name of Hitachi Shipbuilding & Engineering Co., Ltd. was changed Hitachi Zosen 
to Hitachi Zosen Corporation on July 1st, 1982. 

HITACHI ZOSEN CORPORATION 


1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo 100, Japan Phone: 03-213-6611 Telex: SHIPYARD J22363, J24490 
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1982/3 was one of Interbank’s best 
years since we were founded in 1888, as 
our outstanding results make clear. 

Results like these have made us 
Turkey’s most profitable private bank, 
its leading wholesale bank, as well as 
its major specialist in import/export 
finance. We work mainly with Turkey’s 
top 100 companies and government 
agencies. Our internationally-qualified 
staff are always available by phone or 
telex, and are ready to travel at short 
notice. 
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When 
business with ‘Turkey, 


one bank will 
make you feel this close. 
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youre doing 


So if you're thinking of doing business 
in Turkey, let us, Interbank, bring your 
success there a whole lot closer. 


Some key Interbank figures as of June 30 1983 (unaudited): 


Total Deposits: TL 27,163,728 
‘Total Assets: TL 58,032,437 
Shareholders’ Equity: TL 3,958,128 


INTERBANK 


Z === THE TURKISH BANK FOR 
INTERNATIONAL TRADE 








FOR MORE INFORMATION ON INTERBANK - AND A COPY OF OUR ANNUAL REPORT - PLEASE CONTACT M. CARMELICH, INTERNATIONAL BANK FOR INDUSTRY AND 


COMMERCE : 


(ULUSLARARASI ENDUSTRI VE TICARET BANKASI) - BANKALAR CAD 69 - ISTANBUL - TURKEY - TELEPHONE (1) 55 2730 - TELEX 23 760 BIC TR 





The fig nting centre 


Is Duarte El Salvador’s last Lae 


Can democracy flower in a graveyard? The outlook for 
El Salvador’s presidential election on March 25th is 
bleak, It takes place in the middle of a nearly five-year- 
old civil war which has cost about 48,000 lives. The 
country’s left-wing guerrillas say they will not lower 
their guns during the voting. Nearly a million Salvador- 
eans, out of 5m, have fled the country. Another 250,000 
have left the war zones for other areas, which makes 
drawing up an electoral roll all but impossible. 

One of the front-runners, Major Roberto d’ Aubuis- 
son, is widely believed to lead the country’s far-right 
death squads; his campaign jingle goes, “Tremble, 

mble, communists, El Salvador will be your tomb”. 
He counts his chief electoral rival, the Christian Demo- 
crats’ Mr José Napoleon Duarte, among the commu- 
nists; some 600 of Mr Duarte’s local party activists have 
been murdered by the far right since 1980. 

It will be remarkable if the election turns out to be 
not only fair, but a turning point in the war. Yet 
consider what happened at the election for a constituent 
assembly in March, 1982. There was surprisingly little 
criticism about the way it was conducted from the 
observers sent by Britain and a few other countries 
(although plenty from France, which sent none). The 
70% -plus turnout, in the face of guerrilla death threats, 
demolished the far left’s claim to speak for the masses 
(embarrassingly, the masses slightly preferred parties of 
the far right to the American-favoured Duarte centre). 

Another high turnout this time would further chip at 
the left’s claim to represent a majority of Salvadoreans. 
Holland and Belgium, and maybe West Germany, Italy 
and Luxembourg, will be joining Britain in sending 

“servers. Their presence should help to ensure both 

it the voting is fair and that the fairness, assuming it 
happens, gets reported outside El Salvador. 

The contest between Mr Duarte and Major d’Au- 
buisson is confused by a third candidate, Mr Francisco 
Guerrero from the National Conciliation party, which 
for decades was the civilian camouflage for army rule. 
Opinion polls suggest that, barring a last-minute sur- 
prise, he is likely to come third to Mr Duarte and Major 
d’Aubuisson, in that order. If, as seems probable, 
neither gets an overall majority, there will be a run-off 
which Mr Guerrero’s followers will decide. 

The choice between the front-runners could hardly 
be more clear-cut. Major d’Aubuisson has denounced 
Mr Duarte as an “atheist and a traitor” and has 
muttered imprecations against the foreign press, which 
have been followed by death-squad threats to “exe- 
cute” journalists. More recently, he has taken to 
denouncing American “interference” in El Salvador. If 
he should win, he conid just conceivably be the kind of 





show that moderation need not mean weakness. 





































Mr Duarte, on the other hand, is a dogged civilian — 
survivor hated by both extremes. The left considers him 
a front man for the right. The right calls him a 3 
communist for having introduced a measure of land — 
reform into the most overcrowded country in Central — 
America, and for having prised the banking system out _ 
of the hands of El Salvador’s “14 families”. Mr Duart 
is in fact neither of those things. The left should not 
that he suffered imprisonment and torture at the hands 
of far-right military governments during the early — 
1970s; and the right should note that he favours reform — 
as the only way of averting a guerrilla takeover. E 


Cross fingers for Duarte 
It is not the business of the United States to tell 
Salvadoreans whom to vote for. But it is America’s — 
business to decide the sort of country it gives arms and _ 
economic aid to. If Mr d’Aubuisson wins, the Reagan — 
administration should go on providing aid just lo 
enough to give him time to tell his followers to do 
their machetes and sawn-off shotguns. 
If the right goes on killing regardless, the United | 
States may have no option but to cut loose of ed 
Salvador. Even a Reagan victory in November is 3 
unlikely to produce a congress willing to support a 
President d’Aubuisson elected on a gringos-go-home — 
and carry-on-terrorising platform. The front line i 
Central America would have to fall back to the borders 
of democratic Honduras, which the United States — 
(whose soldiers are now on virtually year-round exer- _ 
cises) seems to be turning into its regional garrison. 
Should Salvadoreans elect Mr Duarte, they will be r 
opting for an attempt to coax the moderates among the 
guerrillas out of their dugouts and on to parliamentary _ 
benches. That is not as hopeless a cause as it sounds. — 
The guerrillas, with little to show after nearly five years - 
of fighting, are almost as weary as the army; they have — 
recently been press-ganging teenagers into their ranks. 
Mr Duarte’s former deputy Mr Guillermo Ungo, Whos % 
leads the guerrillas’ political wing, may be prepared to 
talk to his old boss about the guarantees which will be 
needed for the left to take part safely in Salvadorea 
politics. R 
A Duarte presidency would deserve the support of — 
democratic parties everywhere, including western Eu- — 
rope. A Duarte victory may also nudge the American 
congress to drop its election-year squeamishness. Thi 
has forced President Reagan to tack a request for $93 
in badly needed military help to El Salvador on to a bil = 
providing aid to drought-stricken parts of Africa. If the — 
United States provides the guns and training needed to © 
give the Salvadorean army the strength to cut down the — 
far right and far left alike, Mr Duarte will be able to — 
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make Australia the belle of the ball 


_ In the year since his Labor party won power, Mr Bob 
_ Hawke has come to dominate Australian politics in a 
_ way nobody has dominated it since the redoubtable Sir 
_ Robert Menzies. A recent opinion poll indicated that 
even two out of five of the supporters of the opposition 
_ Liberal (roughly speaking conservative) party prefer 
-~ him as prime minister to their own leader, Mr Andrew 
Peacock. All of which suggests that Mr Hawke has, if he 
_ chooses to use it, the political capital to tackle two great 
_ weaknesses in the lucky country’s economy—first, 
= debilitating trade protectionism and, second, a system 
of labour relations which combines the worst features of 
_Britain’s craft unions with the worst aspects of a 
= centralised method of settling pay rates. 
= Together these weaknesses have contributed mightily 
_ toa relative decline in Australia’s affluence. In 1870, 
_ thanks to wool and gold, its white people were the 
_ richest in the world. Income per head was then 75% 
higher in Australia than that in America. By the end of 
_ the 1920s, Australia had dropped to fourth place in the 
league table; by 1980, to 11th, despite being a net 
orter of fuel. On recent performance, Singapore will 
ertake Australia within 10 years, followed by Malay- 
, Taiwan and South Korea within a generation. 
_ Reversing this drift will be hard. Dig below the 
surface and there are two economies in Australia, not 
one. Farmers and miners contribute 80% of exports but 
_ makeup only 8% of the workforce. They are as 
_ efficient as any in the world. The other economy is as 
nefficient as any found in North America and Europe. 
t includes a manufacturing sector full of obsolete 
equipment that has, like that of its nearest competitor 
w Zealand, never known real foreign competition. 
= Protectionist indecencies abound. A navigation act 
giving Australian ships a monopoly on intercoastal 
trade means that it costs more to move a tonne of 
freight from Melbourne to Fremantle than from Mel- 
- bourne to California. Quotas and tariffs for cars, cloth, 
thing and shoes cost Australian shoppers about A$4 
ion a year. Australian plastic firms pay twice the 
world market price for their resins. And, for a wide 
range of products, Australia still does not have a single 
ional market. Instead, there are a series of regional 
_ monopolies, such as those in beer. 
_ Australia itself is the loser. Its manufacturers are so 
_mollycoddled in their home market that they have not 
developed the sinews necessary to compete in the 
= nearby Asian markets, let alone more distant places. To 
correct this, Australia needs to open up its domestic 
‘market, and not only because the influx of foreign 
goods would force its industries either to become more 
efficient or go under. Opening the door to imports 
_ would also help to counteract the tendency the Austra- 
ian dollar has to become so overvalued each time the 
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Quickstep, Matilda 


By liberalising trade, the Hawke government could again 
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world’s commodity markets boom that it prices Austra- 
lian goods further out of international markets. — 
Equally important, trade liberalisation would force a 
permanent thange for the better in a too-inflexible 
system of wage bargaining. The wages of some 40% of 
employees are decided at the federal level by the 
Conciliation and Arbitration Commission. About half 
the workforce is covered by similar quasi-judicial tribu- 
nals at state levels, leaving only 10% unfettered by legal 
bigwigs. In the recent past, this has meant that increases 
awarded to workers in the resource-based industries, 
where demand for labour is high and fat wages ce” 
easily be afforded, have had a knock-on effect < 
manufacturing industries, where demand for labour is 
weak and the increases are not affordable. Freer trade 
would break the link, since those workers who won 
increases that were not justified by productivity im- 
provements, and so made their firms even less competi- 
tive against foreign rivals, would price themselves out 
of a job. 


The isolationist trap 
Many Australians do not see that trade protectionism 
and wage inflation are related. At a time when satellite 
traffic and the instant flow of information should be 
bridging the huge distances and hours of flying time that 
have historically separated Australia and New Zealand 
from the rest of Asia and the world, protectionism locks 
both countries into their old ways of doing things. 
Fortunately, Mr Hawke is more aware of the isolation- 
ist, and protectionist, trap than any of his recent 
predecessors. 

His Labor government has floated the Australi: 
dollar, and removed exchange controls in Decembe _ 
1983. It looks set to continue the deregulation of the 
country’s financial markets and to allow foreign banks 
to compete inside one of the cosiest banking fraternities 
in the world. It also succeeded in extending a wage 
freeze introduced by the previous government, and 
then in getting the unions to agree that wage increases 
be tied to rises in the cost of living, adjusted every six 
months. The wages pause has restored most of the 
competitiveness (and the share of profits in national 
income) that was lost in the wages explosion of the 
previous two years. The Australian stockmarket is 50% 
higher than it was when Labor was elected. i 

Mr Hawke has to go further, much further, to convert 
Australia from an economic laggard to an economic 
leader in the Pacific, the fastest grpwing area of the 
world. His effort to dismantle protectionist barriers in 
the financial sector at a deliberate, though not foolhar- 
dy, speed needs to be allied to a similar effort in the 
manufacturing sector. It will take years. The sooner the 
effort begins, the better for Australia. = l 
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Mondale in the Florida wilderness 








The sprint becomes a 


marathon 


The Democrats face a long, punishing 
scrap in picking their man to take on 
President Reagan. Big states like Illinois 
and New York will soon play a persuasive 
role which, a few weeks ago, it seemed 
they would miss. The outcome of 11 
Democratic preliminaries which took 
place across the country on Super Tues- 
‘ay, March 13th, was a further undeni- 
_ ble triumph for Senator Gary Hart, the 
insurgent who is battling the Democratic 
establishment for the party’s presidential 
nomination. And yet the wounded Mr 
Walter Mondale managed enough of a 
burst to make Americans sit back and 
wonder whether he had stopped the re- 
bel’s charge. He was convinced that he 
had done so. 

Conventional wisdom, the earliest casu- 
alty of the 1984 White House race, once 
heldthat Super Tuesday would wrap up the 
nomination for the carefully organised Mr 
Mondale. That was before Mr Hart’s 
dramatic emergence this month from the 

ranks of also-rans. Building on handsome 
victories in northern New England, he 
easily carried off the two largest primary 
prizes at stake on Tuesday—Florida and 
Massachusetts. He also won the primary in 
_ Rhode Islandand outpaced Mr Mondale in 
the west with caucus wins in Washington 
seem Noyes. The two candidates ran 
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almost dead level in Oklahoma. 

Mr Mondale, reduced to scrambling for 
victories in the south to keep his candida- 
cy going, took Georgia and Alabama 
(bolstering these successes with electoral 
minnows that included Hawaii, American 
Samoa and Democrats Abroad). The 
fight for the largest haul of presidential 
points ever offered in a single day had 
concentrated itself in the south and Mr 
Mondale knew that he had to take two of 
the three primaries there to remain in the 
race. 

The Rev. Jesse Jackson made things 
difficult for him by taking the substantial 
black vote in Georgia by a two-to-one 
margin and splitting it with him-in Ala- 
bama. But a new note of courage which 
has stiffened Mr Mondale’s campaign in 
recent days allowed him to achieve his 
goal. He felt he had won a reprieve. 
“This”, he observed with relief, “is going 
to be a marathon”. 

He was probably right. His showing 


was respectable enough to give him a shot 


at electoral redemption in the biggest 
industrial states, starting with Michigan 
on March 17th and with Illinois and New 
York coming soon after. (California, the 
biggest of all, does not vote until 
June.) 

Super Tuesday acted as another knife 


in the candidate-thinning process. Sena- 
tor John Glenn made nothing approach- 
ing a breakthrough in the south, which he 
had counted as favourable territory. 
Deeply in debt, he seemed set to fold his | 
wings. Mr George McGovern, the plain- 
speaking uncle of the campaign, retired 
after failing to take first or second place in — 
Massachusetts. He was consoled, howev- 
er, by having acquired the title of ‘‘con- 
science” of the Democratic party. Mr 
Jackson remains on the stage, but as a 
sort of high-pressure point. He can be 
expected to keep the nozzle aimed at 
Hart and Mr Mondale for some time. 
probably until the Democratic conven- 
tion in July. 
Mr Hart’s performance on the most 
active voting day of the campaign—which 
offered about a quarter of the delegates _ 
needed for the nomination—proved con- i 
vincingly that he is no flash in the pan. His 
is an outsider’s assault on the nomination 
not unlike that launched against the Dem- _ 
ocratic establishment by Mr McGovern in k: 
1972 and Mr Carter in 1976. Mr Hart was — 
a complete stranger to the south only a 
fortnight before Super Tuesday; the fact — 
that he scored so well after the most 
cursory, airport-hopping campaign there _ 
showed that his popularity wave had- 
spilled in automatically from the north. 
He has been marginally bothered 
fun poked at him over his old habit of 
shaving a year off his age and his change 
of name from Hartpence (this is a presi- 
dential ploy, suggested NBC’s Mr Roger 
Mudd, which should have been started by 
Calvin Cool). But his claim to be new has _ 
interested voters. What it comes down to 
is not so much a ready- -made crop of novel — > 
ideas as the notion that, as president, he — 
would open windows to let fresh minds — 
ventilate American government, while 
Mr Mondale’s windows could be stuck 
shut. 
Atthis point, even union members seem È 
to be influenced by the message. Though — 
Mr Mondale received decent backingfrom — 
union voters in the south, he was pretty we 
obliterated by Mr Hart among blue-collar 
workers in Massachusetts and Rhode Is- 
land. Many said they objected to being told 
how to vote by their unions. They believed 
Mr Hart stood the better chance of beating — 
Mr Reagan. Whether Mr Mondale’s union ~ 
backing holds up in the industrial mid-west, — 
first in Michigan, then Illinois, is the next 
crucial question in the Democratic — 
struggle. : 
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— Florida 


= registered Democratic voters 









- The state Hart 
almost forgot 


MIAMI 


Florida’s cheerfully fancy-free Democrats 
pronounced Senator Gary Hart their firm 
favourite for president knowing that this 
would make no whit of difference to the 
concurrent, and complex, process of se- 
lecting Florida’s delegates to the national 
convention. The delegate selection busi- 
ness has still to be sorted out. Yet the 
handsomeness of Mr Hart’s win in the 
presidential preference vote—he beat Mr 
Mondale by 39% of the votes to 33%— 
gives his campaign a convincing southern 
base. Florida is one of a kind, sharing few 
of the accepted southern characteristics, 
but it is indisputably in the south and, 
growing fast, may soon be the nation’s 
fourth most populous state. 

Florida’s Democrats—some 38% of 3m 
turned 
out—voted for the president of their 
choice and then, separately, for the 
delegates of their choice. They had to 
choose 84 delegates (between three and 
five in each congressional district); a 
further 59 delegates (39 of them pledged 
to candidates) will be chosen by the party 
in May. At the time when the lists of 
delegates were handed in, Mr Hart’s 


= hopes for Florida were so slight, and the 


attention he paid the state so fleeting, 
that he filed only 34 delegates. Although 
Mr Askew, Mr Cranston and Mr Hollings 
had retired from the contest after the 
-= New Hampshire primary, their names, 
and the delegates pledged to them, were 
still on the ballot papers. Those dele- 
gates, particularly Mr Askew’s, became 
hot property. 

Mr Askew, who was a good governor 
of Florida from 1970-78, had a distin- 
guished list of delegates that reads like a 
Floridian Who’s Who. Many of his dele- 
gates are political powers in their own 
right; one of them, for instance, was 
Congressman Dante Fascell, the chair- 
man of the foreign affairs committee of 
the house of representatives. Quite a few 
Floridians, therefore, voted for the dele- 
gate rather than for the candidate he is, or 
was, pledged to. A two-track race began 
between Mr Hart and Mr Mondale. First 
they had to persuade the Askew delegates 
(and to a lesser extent the Cranston 
delegates; Mr Hollings, with only seven 
delegates, did not count) to join their 
camps. Second, they had to inform the 
electorate that a vote for an Askew dele- 
gate meant a vote for them. Mr Hart did 
well both in collecting delegates and in 
letting people know about it. It is hazy 
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Testaments of youth 


how binding, or important, these commit- 
ments will turn out to be. 

For the moment what counts is the 
presidential preference vote, and here Mr 
Hart won convincingly from the northern 
tip of Florida to its southern toe. The 
state is so heterogeneous—ranging from 
pure, poor Dixie in the north through 
pockets of high-tech industries in the 
centre, prosperous suburbs on the coasts 
to Miami’s urban jungle in the far south— 
that the breadth of the victory is impor- 
tant. Florida has not yet had time to 
develop its own traditions: some two 
thirds of its 11m people were born outside 
the state and their values tend to reflect 
the area from which they came. Florid- 
ians claim that this diversity makes their 
state a microcosm of the nation: if this is 
true, Mr Hart has all the more reason to 
be pleased. 


Land of the old 

Florida’s other memorable statistic is that 
about one in every four voters is 65 or 
over. The old are thought to be the caring 
Mr Mondale’s natural constituents. But 
becoming old does not turn people into 
think-alikes: it is folly to consider the old 
a monolithic voting block. Florida’s re- 
tired citizens come from America’s north- 
east and mid-west. The migration can be 
tracked down Highways 1 and 41: New 
Yorkers followed the sun down Highway 
1 to Miami and its northern suburbs, 
bringing with them their Jewish liberalism 
and their political acumen; down High- 
way 41 from the Great Lakes.came a band 
of people of German, Polish and Greek 
ancestry, industrialists and plumbers, and 
many of them settled in pleasing, cultural- 


ly diverse, St Petersburg. Though some of 
their priorities shift, the political outlook 
of Florida’s old is not so very different 
from what it was when they were younger 
and lived in New York or Chicago. 

A characteristic that Florida’s elderly 
tend to share with one another is the 
reluctance to shell out money for the 
education of other people’s young. Flori- 
da’s state government in Tallahassee is 
much alarmed that, come the general 
election in November, the voters will pass 
Proposition 1, a citizens’ amendment to 
the Florida constitution that would put a 
limit on the revenue the state can receive. 
The proposition would fix revenues at 
their 1980-81 level, plus two thirds of the 
rise in inflation. It is calculated that th’ 
would cut state revenues in 1985-86 b 
22.6%: a disaster for under-taxed (no 
state income tax) Florida, growing at the 
rate of about 250,000 people a year. 

The right-wingers who will vote for 
Proposition 1 are as likely to be Demo- 
crats as Republicans: Floridians are most- 
ly Democrats but, since 1952, only two 
Democratic candidates, Mr Lyndon 
Johnson in 1964 and Mr Jimmy Carter in 
1976, have dominated Florida’s presiden- 
tial election. 

State and local politics are largely run 
by Democrats and many Floridians join 
the party in order to have a say in day-to- 
day matters. The fact that Mr Hart has 
moved to the pragmatic right of Mr 
Mondale’s big-hearted, big-spending im- 
age will have helped him with these 
conservatives. But, say the exit-polls, Mr 
Hart did well among the liberals too. 

Mr Mondale fought hard for the votes 
of the disadvantaged, including the fixed- 
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income elderly. His most formidable all 
was Florida’s veteran congressman, Rep 
_ resentative Claude Pepper, aged 84, who, 
“on campaign stops, was greeted with 
_ more applause and much more affection 
| than the candidate himself. He also ar- 

| gued at least as succinctly. Mr Hart, said 

_Mr Pepper, talks of restructuring your 
social security: now, he asked his audi- 

ence, if your wage were restructured, 
would you really expect a pay-rise? 

Another Mondale ally was Mr Maurice 


Ferre, Miami’s Puerto Rican mayor: Mr 
Ferre urged Mr Mondale to come out 
from Hubert Humphrey’s shadow, roll up 
his sleeves and (implicitly) fight a tough, 
mean battle. With or without this advice, 
this is just what Mr Mondale has begun to 
do: the Mr Nice Average Guy who ap- 
pealed for help from the retired teachers 
of Dade county is showing an unexpected 
talent for street-corner scrapping. Mr 
Ferre’s knuckle-duster against Mr Hart 
was to accuse. him of being soft on Cuba’s 


The world according to Hart 


Ask a silly question and you get a silly 
answer. Senator John Glenn, at the 
time, and Mr Walter Mondale’s staff, at 
second take, have been mocking Senator 
Gary Hart for volunteering ironically 
that if a Czech airliner flew into Ameri- 
can airspace, ignoring the efforts of 
American fighters to stop it, he would 
order it shot down if the people inside 
wore uniforms and let it fly on if they 
didn’t. 
If you think you can “peek in the 
windows” you show a fundamental lack 
\ of understanding, crowed Mr Glenn. But 
- NBCs Mr John Chancellor, who fired 
the question at the five Democratic can- 
didates, starting with Mr Hart, during a 
debate in Atlanta on March 11th, had 
already said that American pilots had 
looked into the lit windows and had seen 
lots of people. 

The hypothesis of Russia using a 
Czech airliner to launch an attack on 
America was, as Mr Mondale said, pret- 
ty ridiculous, and none of the debaters 
took it seriously. In these desperate 
times, however, any weapon against 
Gary Hart will serve. Mr Hart knows the 
danger of flip answers. He replies to 
questions briefly nowadays, but his an- 
swers reflect intellectual hard work. 

As a member of the senate armed 
services committee, and three related 
subcommittees, his hardest foreign-poli- 
cy thinking has gone into plans for re- 
structuring American defence policy. He 
would keep the rise in the defence bud- 
get to around 4% a year (which is also 
Mr Mondale’s figure; Mr Glenn’s is 6%) 
but he would spend the money very 
differently from the way the Reagan 
administration spends it. 

His target would be a more flexible, 
manoeuvrable, combat-ready armed 
force, with better trained and better paid 
personnel. He would cut out the MX 
missile, the B-1 bomber and the two new 
nuclear-powered aircraft carriers. He 
would add many more smaller, less cost- 
ly ships to the navy, and would add more 
F-16s, rather than F-15s, to the air force. 
He supports a submarine-based and, for 
the future, single-warhead on-land mis- 
sile system. 

his three, Democratic rivals, Mr 
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Hart supports the idea of a mutual 
verifiable nuclear freeze, but his support 
came late and is not fervent. In the hope 
of reducing Soviet and American nuclear 
arsenals, he also supports the Reagan 
administration’s build-down proposal 
(see page 39). 

In the interest of Nato solidarity, he 
supported the deployment of cruise and 
Pershing-2 missiles in Europe. He was a 
strong upholder in the senate of the 
unratified Salt-2 strategic arms treaty; he 
favours regular summit meetings with 
the Soviet Union. His original contribu-- 
tion to the arms-control debate is the 
proposal to freeze the production ef 
plutonium. 

Mr Hart, whose political awakening 
was the Vietnam war, opposes American 
military intervention in other countries 
unless it can be established (a) that there 
is no political or diplomatic alternative 
and (b) that it is in America’s strategic 
interest to do so. 

This is not an original position, but it is 
a good electoral one because it leaves a 
lot of options open. Mr Hart supported 


_ American participation in the multina- 


tional force in Lebanon, but only on a 
short-term basis; he was soon question- 
ing the marines’ purpose in being there 
and urging their return. However, he is 
curiously anxious for the United States 
to “get involved” in Northern Ireland, 























leader, President Fidel Castro. Mr Ferre 
has had to fight for his mayoralty against _ 
right-wing Cuban-born rivals; Mr Mon- 
dale’s position on Central America is 
similar to Mr Hart's. But all’s fair in war 
and attacking Mr Hart on Cuba could be — 
a miracle weapon in Miami—if Cuban — $ 
Americans bothered to vote in a Demo- ~ 
cratic primary. i 

Dade county, which basically means 
Miami, is 38% Latino and 17% black 
(compared with the state average of 9% — 


which would infuriate the British ~ 
government. 

He opposes the Reagan administra- 
tion’s Central American entanglement 
and would tie military aid to El Salvador 
to that country’s human-rights record; | 
the fundamental problem in Central 
America, he says, is poverty, not 
communism. ; a 

Last month, between the lowa caucus- | 
es and the New Hampshire primary, 
Senator Hart dropped into Washington 
to introduce legislation calling for the 
withdrawal of most American forces 
from Central America unless there is “a E 
clear and present danger” to American te: 
national security. On his campaign trail | 
he puts it this populist way: “I don’t want i 
American boys to die as bodyguards for — | 
Central American dictators”. ia 

Mr Hart’s most striking anti-interven- | 
tionist proposal concerns the Gulf and 
what the United States should do if Iran |- 
should block this Middle East oil lane. 3 
Not very much, says Mr Hart. The 
United States is not dependent on Mid- ; 
die East oil (which now accounts for | _ 
about 3% of American consumption); | — 
western Europe and Japan are. rp 

This suggests to Senator Hart that | — 
America’s allies should be the ones to à 
make sure that the Gulf remainsopen;Mr | 
Hart’sAmericawouldthenbepreparedto | 
support its allies with naval and air power. $ 
“I don’t think the American people are | — 
going to support the massive loss of j 
American lives fighting for someone else’s 
oil”, said Mr Hart. True enough. 
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Latino, 11% black). Most of the Latinos 
are exiles from Castro’s Cuba and, politi- 
cally, they have tunnel vision: they voted, 
and will vote, for President Reagan be- 
cause of the anti-communism of his for- 
eign policy. No Democratic candidate, be 
it Mondale or Hart, has a chance with 
them. 


Alabama and Georgia 


Chilly for 
Democrats 





ATLANTA 


= For over a year now, southern Democrats 
~ have been proclaiming that the south is 
= the key to the 1984 presidential election; 
= whoever wins the south in November, 
_ they say, will win the presidency. The 
decision to hold primaries in Alabama, 
= Florida and Georgia on the same day, 
= early in the electoral calendar, was de- 
= signed to ensure that the south’s voice 
= would be influential in the choice of the 
_ Democratic candidate. In the event the 
= south has spoken indecisively and without 
much enthusiasm. 
= Of the two “deep south” states, Ala- 
= bama and Georgia, only Alabama made 
~ its preference quite plain. Mr Mondale 
carried it with 34% of the vote, leaving 
_ Mr Glenn and Mr Hart in joint second 
place (20% each) and Mr Jackson in 
fourth (19%). Mr Mondale’s victory 
owed much to his strength among trade 
unionists, more important in Alabama 
_ than in any other southern state, and to 
= his success in splitting the black vote 
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Bargaining power for Jackson : 








pretty equally with Mr Jackson. In partic- 
ular, Alabama’s urban blacks seemed to 
have taken the advice of their leaders and 
supported Mr Mondale. 

The Jackson campaign had been hop- 
ing for more in Alabama, 28% of whose 
voting-age population is black, compared 
with 24% in Georgia. But Mr Jackson did 
better in Georgia, taking 20% of the vote 
and forcing Mr Glenn (18%) into fourth 
place behind Mr Mondale (30%) and Mr 
Hart (27%). Although the popular mayor 
of Atlanta, Mr Andrew Young, who is 
black, had refused to endorse any candi- 
date, and although Martin Luther King’s 
widow and father were both supporting 
Mr Mondale, Mr Jackson took roughly 
two votes for every one that Mr Mondale 
took among blacks. 

This relative failure by Mr Mondale 
contributed to the narrowness of his mar- 
gin of victory over Mr Hart. Three weeks 
ago Georgia was considered safe Mon- 
dale country. Mr Mondale had, after all, 
served as vice-president to a Georgian, 
Mr Jimmy Carter; and, although the ex- 
president is perhaps a less-than-favourite- 
son, as the poor attendance at the Mon- 
dale picnic in Plains last Saturday 
suggested, there is still residual loyalty to 
him.: Furthermore, Mr Hart is not well 
known in the south, where Mr Glenn was, 
until three weeks ago, felt to be the main 
threat. 

New Hampshire changed all that. Sud- 
denly Mr Hart was the man of the mo- 
ment. Boundless television coverage 
(partly made possible by local television 
stations’ new ability to send unedited 
broadcasts directly to their viewers) 
helped, but was backed up by an organi- 
sation that had been in place throughout 
Georgia for over a month and which was 
able to distribute more than half a million 
leaflets in the five days before polling 
day. As in other parts of the country, Mr 
Hart seems to have drawn much of his 
support from young upwardly mobile 
people and young urban professionals— 
yumps and yuppies, as they are called—of 
whom there are now many in the south, 
particularly in Atlanta. 

It is clear that lots of those voting for 
Mr Hart know little about him. The 
reason so many of them give him their 
support is the firm conviction that Mr 
Mondale cannot defeat Mr Reagan, 
whereas there is a chance, they believe, 
that Mr Hart can. Had Mr Hart per- 
formed more impressively in the candi- 
dates’ debate in Atlanta on Sunday he 
might possibly have overtaken Mr Mon- 
dale. As it was, because of the complicat- 
ed way in which delegates are allocated in 
Georgia, Mr Hart won 28 delegates to Mr 
Mondale’s 24, despite their respective 
shares of the total vote. Mr Jackson took 


17 delegates and Mr Glenn one. 


Although Super Tuesday in the south 
did not answer all the questions expected 
of it, it has established some things. The 
most worrying to Democrats, at present, 
is that the south seems cool about all the 
Democratic candidates. Despite all the 
attention given to the primaries in the 
press and on television, despite the huge 
efforts of the candidates and the money 
they have spent, only 30% of those eligi- 
ble turned out to vote in Georgia on 
Tuesday, and, even fewer in Alabama. It 
is a fair bet that most of those that stayed 
at home are content with what they have 
got. Senator Hart has made the south 
less, but not much less, Reagan country. 


Massachusetts 


Dreaming of JFK 


BOST: 


One dig made against Senator Gary Hart 
is that he is running for president as John 
F. Kennedy, but that someone else does 
the impersonation better. That someone 
is Senator Edward Kennedy of Massachu- 
setts, who is out of the 1984 race, barring 
some horrendous stalemate at the Demo- 
cratic convention. Mr Hart’s undisguised 
attempt to give his campaign a touch of 
JFK was not taken amiss, however, by the 
primary voters of Massachusetts. Assist- 
ed by their neighbours in little Rhode 
Island, they completed Mr Hart’s clean 
sweep of presidential primary events in 
New England. 

Of America’s more heavily-populated 
states, Massachusetts, with 6m people, is 
the most liberal. It was the only state to 
repudiate Mr Nixon in the 1972 presiden- 
tial election, when it backed the liberal 
Mr George McGovern: “Don’t blame »e- 
we're from Massachusetts” read bum} 
stickers smugly displayed by its motorists 
after President Nixon was upended by 
Watergate. In 1980, Massachusetts and 
Rhode Island, now sending 116 and 27 
delegates respectively to the Democratic 
convention, gave Mr Ronald Reagan a 
lower percentage of their vote than any 
other state except Georgia, home of the 
defeated President Carter. The verdict 
from Massachusetts on Super Tuesday 
was worth watching because it was the 
first northern industrial state to be called 
upon to make the choice between the top 
liberal rivals, Mr Hart and Mr Walter 
Mondale. 

New England’s crowded heartland, a 
place where obsolete industries are giving 
way rapidly to high-tech newcomers, 
played an unkind trick on Mr Mondale. A 
good third of its voters are blue-collar. 
with the Boston Irish to the fore. It has a 
strong union tradition, which seemed a 


boon for the former vice-president. True. 
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A fond farewell to McGovern 


the full support he was given by Ameri- 
ca’s most influential Boston Irishman, Mr 
Tip O’Neill, the speaker of the house of 
representatives in Washington, may not 
have been all it seemed, in view of Mr 
O’Neill’s uncanny habit of backing the 
wrong horse in key elections. But the 


active personal support of the governor, . 


Mr Michael Dukakis, and the mayor of 
Boston, Mr Raymond Flynn, was quite a 
boost, since both have election-fighting 
organisations more or less still in place 
after their own recent election triumphs. 
By the end of January everything pointed 
to a walkaway Mondale victory. 

Nowhere did Mr Hart’s breakthrough 
in New Hampshire at the end of February 
have more impact than in Massachusetts. 
New England’s television set-up was part- 
tv responsible. The Hart messages which 

st electoral spells over the most popu- 
fous areas of neighbouring New Hamp- 
shire were in fact mostly beamed from 
Boston, so the same messages were all the 
time quietly influencing the mood in New 
England’s largest state. A giddy switch of 
loyalties was taking place. By early March 
the polls showed Mr Hart leaping into the 
lead in virtually all voting categories, 
union members included. 

Much of the thrust for Mr Hart’s win- 
ning 40% count in the real vote on 
Tuesday came from registered indepen- 
dents, who can take part in Massachusetts 
Democratic primaries. The rule of thumb 
for the state’s share-out of registered 
voters is 40% Democratic, 20% or less 
Republican and 40% or more indepen- 
dent. This uniquely large band of regis- 
tered independents consists mainly of 
educated liberals who love a cause: civil 
rights, a good environmental fight or the 
nuclear freeze. 

Robert Frost, the distinguished New 
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England poet, used to define a liberal as 
someone who refuses to take his own side 
in an argument. The liberal independents 
do not fit his description. Camped outside 
the traditional Democratic party, often 
taking cues from Harvard and the state’s 
other university centres, they have a 
broad influence in setting local political 
trends. Ideologically, Mr Mondale was 
not out of touch with these people. Emo- 
tionally, they were Mr Hart’s consti- 
tuency. 

The borrowed Kennedy aura did work 
to Mr Hart’s advantage. For a start, Mr 
Edward Kennedy, staying neutral, turned 
down an eleventh-hour plea for his per- 
sonal support from Mr Mondale. Beyond 
that, Mr Hart’s JFK-style finger-pointing 
and buttonhole-fingering were enough to 
appeal, without going so far as to disturb. 
One home-made banner that greeted Mr 
Hart at a rally in Worcester, an old 
smokestack centre near Boston, pro- 
claimed “The torch is passed” and that 
announcement, redolent of the Kennedy 
White House years, is exactly what the 
candidate would like the country to re- 
cognise. This year’s presidential race, Mr 
Hart often stressed while campaigning, 
was similar to the 1960 race, which made 
John Kennedy president. 

In the end, Mr Mondale seemed unable 
to fathom the nature of the turnaround in 
Massachusetts, which thrives on lively 
politics. Unsure whether his self-boosting 
or anti-Hart commercials were causing 
his decline, he simply terminated his 
television campaign several days before 
the primary. Mr McGovern, confining his 
entire campaign effort to Massachusetts, 
prowled with dogged good nature around 
the state in hopes of repeating 1972. But 
his 21% score, not far behind Mr Mon- 
dale’s, was not enough, he felt, to keep 
him in the 1984 contest. Like Mr Mon- 
dale, Mr McGovern challenged Mr Hart’s 
claim to newness. But the winner seemed 
immune. 

In a state which has done a lot of hard 
thinking about the nuclear freeze—a pro- 
posal which Massachusetts helped in- 
spire—Mr Hart even emerged as the 
leading end-the-arms-race candidate. The 
scientist Dr Carl Sagan, who personifies 
anti-nuclear sentiment in New England 
and beyond, suggested at one point that 
Mr Hart could end “the long wintry 
night” that descended on the earth 39 
years ago at Hiroshima. 

Such hyperbole may have been a bit 
more than Mr Hart deserved, but it 





Correction 

A typesetting error in our campaign piece 
last week led us to claim that Mr George 
McGovern was Mr. Walter Mondale’s 
mentor. He is not, of course. 
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coalesced with a wave of generous sup- 
port for him in Massachusetts which 
posed few hard questions. Most of the 
people who lined up behind him, admit- 
ted his campaign staffers, had only the 
vaguest reasons for doing so. 


Church and state 


Let us pray 





School prayers may seem an unlikely 


subject for controversy or as an election 


theme. But between them, the Christian 
Right, the president and conservative 
members of congress are reviving an old 
crusade: to overturn a 22-year-old deci- 
sion of the Supreme Court that outlawed 
organised, vocal prayers as a violation of 
the First Amendment, which reads, in 
part, “Congress shall make no law re- 
specting an establishment of religion”. 
This prohibition has been extended to the 
states by the Supreme Court. 

President Reagan has sound political 
reasons in an election year for rewarding 
his evangelical, fundamentalist followers. 
Their enthusiasm for him waned when 
they found that no part of their social 
agenda had been accomplished during his 
first term. Now the president is bringing 
them cheering to their feet by asking 
“Hasn’t something gone haywire when 
this great constitution of ours is invoked 
to allow the Nazis and the Ku Klux Klan 
to march on public property... but 
supposedly prevents our children from 
bible study or the saying of a simple 
prayer in their schools”? Sometimes he 
goes further and says that children are 
forbidden to pray in school. This is not 
accurate. As one congressman wryly not- 
ed, “As long as there are maths exams, 
children will pray”. 

The traditional religious groups—Bap- 
tist, Presbyterian, Episcopalian, the 
Quakers and the Jews, not to speak of the 
Moslems—oppose any change in the con- 
stitution; they are more conscious of the 
wide diversity of religious belief (and 
unbelief) in the United States and more 
concerned with social justice and the 
avoidance of nuclear war than with prayer 
by rote. But they cannot match the fer- 
vour of the fundamentalists, who swamp 
the air waves and the postal services with 
their appeals. Moreover, they can point 
to one poll that reported that 81% of the 
people who had heard about the amend- 
ment favoured it. 

Passing a constitutional amendment, 
however, is not easy. It requires the votes 
of two thirds of the senators, two thirds of 
the members of the more hostile house of 
representatives and, after that, the agree- 
ment of three quarters of the states. A 
version stating that organised, recited 
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AVERY NICE SERVICE, 


OF HYMNS. NICE 


TEACHER. NICE CHOICE PRAYERS. 
SHORT ON EDUCATION, BUT LONG ON INSPIRATION, YES, VERY NICE. ’ 





“prayers are not unconstitutional has evi- 
< dently failed to collect enough support- 
» .ersyavote was put off by Senator Howard 
Baker, the leader of the Republican ma- 
“jority. Now the Republicans are putting 
forward a compromise. It would author- 
ise both vocal. and silent prayer and it 
would.forbid. any official hand in the 
writing or choice of any prayer. It would 
z also “authorise meetings of religious 
groups in school buildings after hours. 

- This new version poses its own. difficul- 
"ties. If teachers and other state employees 
are not to. force prayers of their own 

choosing on the children, who is ‘to 
choose?. The children? Children can be 
mischievous. They may disagree. Worse 
stil, children of minority faiths might 
seldom have a chance to propose a pray- 
er. As for silent prayer, what in half the 
states is called a “moment of silence”, 
«vs has never been declared unconstitu- 

“onal by the Supreme Court, although a 
“lower federal court in New Jersey banned 
“it as a “surreptitious” way of reintroduc- 

ing prayer. The issue is on its way to the 
Supreme Court from Alabama, strongly 
backed by the justice department. 
It may well be that the court will make 
a constitutional amendment unnecessary. 
+ It has been beating»a retreat from the 
“three tests that now-Chief Justice Burger 
laid down in 1971. The most recent exam- 
ple has come from the town of Pawtucket, 
_ Rhode Island, which was sued for display- 
ing.at Christmas a Nativity scene, along 
_with reindeer, a Christmas tree, a teddy 
bear and other secular symbols. The 
= Chief Justice, who wrote the opinion, 
decided that it would be “‘stilted -over- 
reaction” to ban such a display; “accom- 
_modation”, not merely tolerance of all 
religions, was what the constitution re- 































dissenting justices, called the display “a 
coercive, though small, step towards es- 
tablishing the sectarian preferences of the 
majority at the expense of the minority”. 
It needs to be remembered that if Presi- 
dent Reagan is re-elected, or if one of the 
dissenting justices should die or retire 
before next January, the dissenters are 
likely to be part of an even smaller 
minority. 


Homosexuals 


Out of the closet 
and into the race 


SAN FRANCISCO 





While the rest of the country has been 
absorbed.in presidential preferences and 
school prayers, Californians have been 
engaged in speculation of a different 
kind: whether the governor, Mr George 
Deukmejian, would veto legislation that 
would ban discrimination against homo- 
sexuals in the workplace. Mr Deukmejian 
has been in a bind. As a member of a 
minority himself (he is Armenian), he 
knows what it is to have civil rights 
ignored; on the other hand, as a law-and- 
order Republican, he led the opposition 
to California’s “consenting adults” law 
which, in 1975, legalised private homo- 
sexual activity. Now he has been cast, 
unwillingly, in the role of Solomon. 

On one side are local Republican clubs, 
fundamentalist preachers and God-fear- 
ing conservatives; on the other are the 
homosexuals themselves, quite a large 
part of the public, and the massed cohorts 
of the press, including the San Francisco 
Chronicle and the Los Angeles Times. In 
the end, Mr Deukmeijian vetoed the bill 
on March 14th. It was, he said, divisive; 
homosexuals were so wid 
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and accepted throughout the workforce 
that no special law was needed. ees 
_ The bill's author, Mr Art Agnos, 



















for eight years to interest the legislat 
in his proposal, which would. prohib 
discrimination on the basis of sexual pre 
erence wherever five or more peopl 
employed. There are similar laws in W 
consin {as yet, the only state to have acted 
on the matter) and in various big citie 
California and elsewhere. Mr Agnos 
efforts have brought down upon him. 
only a deluge of letters from appreciativ 
homosexuals, but plenty of fire and brim 
stone as well. A new group, the Fami 
Coalition of California, has been formi 
in Santa Monica to warn that homose: 
uality is “an open attack on the family’ 
Debate on:the floor of the state senal 
has been enlivened by one. conservati 
Republican’s contention that “Sodo 
in the land” are “an abomination to 
God”. ee 
Yet homosexuals are not to be ignore 
or scorned in California, even by Re 
licans. The official Republican party 
ganisation in Los Angeles has beer se 
ing out and enlisting homosexual vi 
this year and now has an official “gay tas. 
force” under Mr Ted Knoll. In sow 
California, at least three Republ 
currently running for office are ope 
homosexual. One group of Califor 
homosexuals has established a polit 
action committee in Washington, know 
as the Human Rights Campaign: Fun 
which will give money to favoured c 
dates at national level. 
The effectiveness of such groups 
already been seen at local level in. 
Angeles. There, a scattering’ of: 
homosexual organisations known a 
Log Cabin Clubs have long been-fa 
as lobbyists. There is also the Metrop 
tan Elections Committee of Los Ang 
(Mecla), which in 1982 raised $297.00 
influence local races; branches have si 
been established in several other citie 
California, including conservative Sa 
Diego. Mecla members include the 
elite of homosexual society, profes: 
and businessmen, although a thir 
them are, in fact, heterosexual. 
As California goes, so goes the nation 
All the Democratic candidates’ fo 
presidency, except Mr John Glenn, 
taken a careful stand in favour of hom 
sexual rights and federal legislation, on 
the California pattern, against discrimina- 
tion at work. After all, male and fem 
homosexuals make up (by their ow 
count) about 10% of the population; th 
enjoy, they say, disproportionately high 
incomes; and they are all of voting age 
Few groups offer such a tempting, an 
prospect toa ı candidat 






















































































































































safe-houses 


WASHINGTON. DC 


Few_of.the thousands of Central Ameri- 
can refugees who reach the United States 
ver receive political asylum. Salvador- 
ans, in particular, fear that once arrested 
nd deported they will be killed when 
y get home. Hence the. sanctuary 
ovement, an underground system of 
churches, safe-houses and guides who 
elp new refugees slip unseen into the 
Fge communities of illegal aliens already 
established in the United States. There 
re now 105 sanctuaries around the na- 
ion, most of them in Protestant or Ro- 
ian Catholic churches. Refugees come 
0 these churches and spend a night or 
} before being moved on through a 
etwork of thousands of activists. 

Until recently the government largely 
ignored the sanctuary movement. Then, 
ebruary, the Texas border patrol 
pped a car just before dawn on a 
hway. in southern Texas and arrested 
assengers. There were six of them: 

 Salvadoreans, including a baby, in 
yack seat who were charged with 
l-entry, and three Americans, in- 
ding a Catholic nun and a newspaper 
‘ter, who were charged with conspir- 
to. transport illegal aliens. The car was 
owned by the Catholic diocese of Browns- 
lle. The third American was a well 
own worker in the sanctuary move- 
lent, and the reporter, who worked for 
e Dallas Times-Herald, was gathering 
aterial for articles. 

‘The incident has sent a shudder 
rough the sanctuary movement. It has 
n known for some time that the Feder- 
ureau of Investigation has been con- 
lucting inquiries among sanctuary sup- 
otters in Milwaukee and Chicago, and 
as been investigating the sanctuary safe- 
ouse which sheltered the three Salvador- 
an refugees before they were arrested. 

any event, a team of lawyers from the 
ristic Institute, a church-based public- 
terest law firm in Washington, was 
aickly dispatched to Texas to take 
rge of the defence. The lawyers will 
gue that there was no crime involved 
nee the refugees were in the process of 
plying for political asylum. and were 
ee to go wherever they wished. 

The centre of the underground system 
Tucson, Arizona. From there organ- 
isers go into towns in northern Mexico, 
and, with. the help of churches, tell Cen- 
tral Americans how to get past the United 








order patrol. In some. instances, 


given green -cards and sent across the 
border. If they are arrested and returned, | 


the organisers advise them how to try 
again. More commonly, refugees go 
through holes in the border fences and, 
by prearrangement, are picked up and 
taken to safe-houses. From the safe- 
houses they are taken to various towns or 
to Canada, where the government recog- 
nises them as “official” refugees under 
the Geneva protocols. The three Salva- 
doreans who were picked up in Texas, for 
example, were destined for the Old Cam- 
bridge Baptist church in Boston. 

All sorts of ruses are used to put off the 


border patrol. One of she main sanctuary. 
workers in the Tucson area is a rancher ` 


who mixes Salvadorean refugees with his 
crews of Mexican-Americans in the back 
of a pick-up truck. The police seldom 
bother local ranchers. Female refugees 
may be propped between two worthy- 
looking housewives in an expensive car, 
which is obviously carrying a maid down- 
town to help with the shopping. 

The underground railroad has run into 
more problems in Mexico than in the 
United States. The Mexican government 
has tightened its procedures against Cen- 
tral Americans, subjecting them to the 
possibility of immediate arrest if they are 
found north of Mexico City. The United 
States operators of the underground sys- 
tem want to extend the operation into 
southern Mexico as far as the Guatema- 
lan border, which might allow the refu- 
gees to pass safely through Mexico and 
over the frontier. If the federal govern- 
ment decides to crack down on them they 
will still carry on, they say. According 
to a Baptist minister in Washington, 
“Those of us who participate ‘in public 
sanctuary are prepared to stand with 
Salvadorean refugees in their time of 
oppression, and if that requires us to go to 
jail with them, then we are prepared to do 
that”. i 


The Berkshires 


Norman Rockwell’s 
legacy 





STOCKBRIDGE, MASS 


Stockbridge, Massachusetts is a small 
country town, old and pretty: a magnet 
for the hundreds of thousands of tourists 
who, each summer, flood the part of 
western Massachusetts known as the 
Berkshires. Just now, in what should be 
the quiet season, it is buzzing with contro- 
versy about the site of one of its biggest 


attractions, a museum of Norman Rock- 


well paintings. l 
Rockwell, whose magazine covers, red- 
olent of amiable Americana, made him 


zone of the country’ š best-known artists, 
lived in Stockbridge for the last 25 years 


of his life and left about 500 of his works 
to a museum set up in a relatively small 
eighteenth-century house, the Old Cor- 
ner House on Main Street. The trouble is 
that it is too small to display more than 


-perhaps 50 works at a time and that there 


is not enough space tostore the rest. 

So the museum’s board of directors, 
which includes Rockwell’s widow and a 
number of citizens of the sort generally 
described as prominent, bought a 40-acre 
estate about a mile and a half from the 
centre of Stockbridge for $470,000. 
There, they thought, the 500 paintings 


“and the tourists—about 100,000 now visit 
the Old Corner House each summer, 


accotding to Mr David Wood, the direc- 
tor—would find ample accommodation in 
the new, 12,000-square-foot galler: 
planned for the site. This solution seemec 
ideal to Mr Wood and. the: board, but 
rather less so to the 2,300 year-round 
residents of - Stockbridge. How. much 
growth can a pretty little town absorb? 

At present the closest thing to'a souve- 
nir that a tourist can buy in Stockbridge is 
a print or other reproduction of a Rock- 
well painting. There is a famous inn, the 
Red Lion, and good—and expensive— 
shops line Main Street, which Rockwell 
painted lovingly:. There are restaurants, 
but no. fast-food places. There are many 
handsome old houses and a graceful, red- 
painted church where the Puritan divine, 
Jonathan Edwards, served a term as pas- 
tor and worked on his treatises on original 
sin and free will, There are even a few 
elms left in Stockbridge. 

The town’s three selectmen (the elect- 
ed troika that run it) have to approve the 
museum’s move unanimously. Two of the 
three said yes, The third hesitated, an” 
came under, a lot of pressure from bot! 
sides, One side argued that the museum 
had to be saved and that moving it from 
the centre: of the town was a good com- 
promise. The other argued that the larger 
gallery and the extra parking space would 
bring in four times as many tourists and 
that Stockbridge would be swamped: by 
them. At last the third selectman made 
up his mind. He said no. “I like’Norman 
Rockwell”, he. said, “but I love 
Stockbridge.” 

The town remains as divided as ever. 
The planning board has split evenly on 
the issue. There are murmurs. of grass- 
roots attempts to override the selectmen 
in some way: -And in the few-days since 
the third selectman made his decision 


_ known, three other Berkshire towns have 


already intimated their willingness to play 
host to the gallery. The truth is that the 


arca- needs tourism to survive; but the 
hard part to decid 





how many t urists : 
















































dragon 


Taiwan's President Chiang Ching-kuo = 
probably never thought of himself as 
_. Madame de Pompadour, yet he is déeply 
> suspicious that after him will come the 

deluge. The island to which his father, 
. Chiang Kai-shek, led his band of losers in 

1949 and turned it into a winner, will, he 
... fears, eventually be surrendered to the 

communists, whatever weasel words are 

used to describe the operation—“reunifi- 
cation”, “two political systems” or “one 
state, two economies”, 

Mr Chiang is 73, has diabetes; wonky 
eyes and difficulty in walking. He would 
like to retire. He thought long and hard 

¿ about staying on for another six years 
after his term of office ends in May: the 
‘delay was long enough to worry many 











last month he told his Kuomingtang 
ty that he would carry on, and when 
‘the Taiwan parliament meets on March 
21st he will be re-elected with 
‘acclamation. 

Since Mr Chiang’s decision to stay, he 
has received a new memento mori. His 
prime minister, Mr Sun Yun-suan, aged 
70, has had a stroke and it is doubtful 
whether he will be able to return to his 
duties. Elderly Chinese politicians are 
aümerous enough to have become a ste- 
reotype, but Taiwan is in particular need 
of some new blood at the top. 
> Mr Chiang no doubt had this in mind 
when he chose a youngster of 61, Mr Lee 
Teng-hui, to be his new vice-president, 
replacing 77-year-old Mr Shieh Tungmin. 
Vice-presidents are Taiwanese, a policy 
that is thought to placate the natives who 
by far outnumber “the foreigners” who 

‘eame from the mainland in 1949. Mr Lee, 
an economist, has never even visited the 
mainland, unlike his predecessors who 
‘were educated there. He could bring new 
< thinking to the top. 
Officially his view about China is iden- 
‘tical to that of his master. Taiwan’s pros- 
perity. and “democratic lifestyle” is an 
inspiration for mainlanders opposed to 
communism; he has said. But Mr Lee 
doesnot utter ideology easily. Instant 
nti-comintunism is not his bag: He thinks 


Taiwan fears the friendly 





of himself as a scholar rather than a 
politician. Mr Chiang might well have 
been disturbed by a reported observation 
of Mr Lee’s that reunification “is the 
ultimate goal”. Mr Chiang also seeks 
reunification—when the rebellious main- 
land returns to the Republic of China, 
Taiwan’s official name—but Mr Lee did 
not put it that way. 

In the generations younger than Mr 
Lee’s there is a shortage of talent among 
the Chinese with mainland connections. 
The million or so Chinese whom Chiang 
Kai-shek brought with him did not in- 
clude many teenagers, who would now be 
in their vigorous middle years. Presum- 
ably most of them were captivated by the 
excitement of the communist revolution. 
Some 70,000 graduates are estimated to 
have moved abroad, particularly to the 
United States, during the past 30 years. A 
political career is not particularly attrac- 
tive to a young person in Taiwan. You 
can join the one official party, hoping to 
hack your way up to power, or risk being 
branded as a dissident. The best and the 
brightest prefer to find another way of 
earning their bread. 

Another of Mr Chiang’s worries is 
disappearing friends. In the west Taiwan 
is not unadmired, yet western countries 
are obliged officially to dislike it in favour 
of China, a poor and poorly managed 
country where there are fewer freedoms 
for the individual than there are in Tai- 
wan. Even President Reagan has, per- 
haps reluctantly, accepted a policy of 
distancing America from Taiwan. His 
visit to China next month will be watched 
with apprehension in Taiwan. The Vati- 
can, of all places, is reported to be willing 
to downgrade diplomatic ties with Taiwan 
if it can establish them with China. 

Taiwan believes that Americans and 
others are too ready to swallow disinfor- 
mation that China and Taiwan are friend- 
lier than they seem to be, and with a little 
push would get together. On March 9th it 
was announced that China was opening 
three ports in the Taiwan straits to Tai- 
wanese. ships sheltering from storms. A 
gracious gesture, except that for years the 





Taiwanese have ridden out bad weatt 
in Chinese waters. This is the comrad 
ship of the sea and nothing to do 
politics. There are much-advertised u 
ficial trade links between Taiwan 
China, mainly through Hongkong 
would be surprising if there wer 
President Chiang describes Chinese 
homie as propaganda. Soitis. . © 
Taiwan’s favourite example of Ch 
treachery is Tibet, which was promis 
1950 that its political status woul 
changed. In 1959 its autonomous go 
ment was dissolved. Hongkong, wi 
Taiwan watches with a voyeur’s ol 
sion, will, it believes, also be betr: 
In Washington not long ago the 
mayor of Peking was browsing arou 
shop in Chinatown when he spotte 
Taiwan flag. He walked out in’a huff 
followed by apologetic American: ol 
cials. “That’s all right”, he said. “Th 
people have a flag today, but they wo 
even have that tomorrow”. 
President Chiang’s worry, exactly, 





















_ FROM OUR SOUTH AFRICA CORRESPONDENT 


Give a polecat a bad name, and even its 
st intentions will smell suspicious. That 
ld international polecat, South Africa, 
sarned this again on March 14th when its 
reign minister, Mr R. F. (Pik) Botha, 
oposed a conference of all those in- 
olved in the Angolan-Namibian conflict. 
On the face of it, the idea has merit, 
andi is a logical extension of South Afri- 
_ca’s step-by-step efforts towards regional 
_ detente. Such a conference could provide 
a negotiating forum where the six-week- 
_ old ceasefire between South Africa and 
_ Angola could be expanded into a more 
general one. This would include the guer- 
a movements of Namibia’s South West 
4 Africa People’s Organisation (Swapo), 
and Unita, which is fighting the Angolan 
vernment. It might also give Angola a 
ce-saving opportunity to start talking to 
nita’s leader, Mr Jonas Savimbi, which 
_ could open the way to the departure of 
~ Angola’s Cuban protectors. With that, 
_ the last obstacle in the way of a Namibian 
_ Settlement would fall away. 
= No sooner had Mr Botha floated the 
_ idea, than people began smelling a plot. 
= Was this a strategem for trying to by-pass 
e United Nations as the supervisor of 
_ Namibia’s transition to independence, re- 
3 placing the United Nations with a joint 
= monitoring commission of southern Afri- 
can states? Again, perhaps, not a bad 
idea. There is something to be said for 
local people resolving a region’s prob- 
ems, and perhaps building up a degree of 
utual trust in the process. The trouble 
the moment black African states begin 
to suspect that South Africa is playing 
mes again over Namibia, the old mis- 





























Mere sincerity than double- cross? 


trust wells up. 

His suspicions aroused, the United Na- 
tions secretary-general, Mr Perez de 
Cuellar, called in the South African am- 
bassador, Mr Kurt von Shirnding, to 
demand an explanation. Both the Ango- 
lan government and Swapo said any 
meeting would have to be under UN 
auspices. Mr Botha denied that he had 
ever wanted to by-pass the UN. He said 
South Africa was still committed to the 
UN security council’s resolution 435, 
which says that a multinational UN force, 
called the United Nations Transitionary 
Assistance Group, or Untag, must police 
Namibia’s transition to independence. 
The South African government seems to 
think that its proposed conference may 
still be on. It notes that both Angola and 
Swapo began by rejecting South Africa’s 
ceasefire offer when it was first made in 
December, but Angola then accepted. 

So some kind of conference could still 
take place. One report suggests that Zam- 
bia might say yes to a regional monitoring 
commission replacing Untag. One of 
President Kaunda’s top men has told a 
South African newspaper that, provided 
South Africa talked to Swapo and gave 
Namibia independence, there would be 
no reason for “the whole circus” of reso- 
lution 435 to take place. 

South Africa has never liked the idea of 
a blue-helmeted Untag force in Namibia 
to police the independence process. It has 
fought the UN over Namibia for 36 years. 
It also fears that this would give a boost to 
Swapo, which the UN recognises as “the 
sole authentic representative of the peo- 
ple of Namibia”. South Africa bitterly 
resents that title. 

Yet it has said that the question of UN 
impartiality is no longer an issue. Can it 
change its mind now, and start up the 
whole process once again? Most Namib- 
ia-watchers still give Mr Botha the benefit 
of the doubt. But there are still some 
cynics who say that polecats don’t change 
their smell. 


Prisoners in South Africa 


Mandela says no 
thanks | 


After more than 22 years in prison, Mr 
Nelson Mandela, leader of South Africa’s 
main underground opposition, the Afri- 
can National Congress, last week turned 
down a chance to come out. His cousin, 








_ Chief Kaiser Matanzima, with a nudge 


and wink from South Africa’s prime min- 
ister, Mr P. W. Botha, invited Mr Man- 
dela to live in the nominally independent 
“homeland” of Transkei. Bogus indepen- 
dence, bogus freedom, said Mr Mandela. 
His determination to stay in prison unless 
released unconditionally was both brave 
and tactically wise. Opponents of apart- 
heid—and probably quite a few of its 
apologists—admire him all the more. 

Mr Mandela is not alone. Political 
prisoner statistics and definitions are hard 
to pin down, but there are probably 
between 750 and 800 South African dissi- 
dents under lock and key. Some have 
been convicted in court; the rest are held 
under laws allowing detention without 
trial. The minister of justice, Mr Kobie 
Coetsee, told parliament last month that 
358 people—including 15 whites, five 
mixed-race coloured and two of Asian 
origin—were serving sentences for act 
against state security. 

The number of detainees last year, 
according to the liberal Institute of Race | 
Relations in Johannesburg, was 453, an 
increase of 72% on 1982. The most strik- 
ing jump was the number, 215, held in the 
homelands of Transkei, Ciskei, Venda 
and Bophuthatswana. 

Included in Mr Coetsee’s figure are 17 
Namibians serving life sentences in South 
Africa. But there is uncertainty over the 
number of Namibians detained in South 
Africa without trial. The Namibian coun- 
cil of churches says 46, the prison service 
36. Whatever the true figure, it is includ- 
ed in the 450-odd counted by the Institute 
of Race Relations. One of the founders of 
the South West Africa People’s Organisa- 
tion (Swapo), Mr Herman Toivoja Toivo, 
was transferred to Namibia and released 
last week. He, unlike Mr Mandela, was 
offered unconditional freedom. 3 

There is a steady toll of death i 
detention, though the rate has slowe 
sharply since 1976 (13 violent deaths in 
jail) and 1977 (14). Since the detention 
system began in 1963, 56 political prison- 
ers have died in custody, including five 
brown South Africans and one white. 

Leaned on by the United States, South 
Africa last June reduced the number of 

“banned” people from 66 to 12. Nobody 
has been banned since. The terms of a 
banning order vary, but often mean being 
confined to one’s home or a remote 
village, talking to no more than one 
person at a time, and never being men- 
tioned in the media. Several recently un- 
banned people have been prosecuted for 
technical offences. Mrs Albertina Sisulu, 
wife of an ANC leader, was charged with 
displaying an ANC flag at a funeral 18 
months before her banning order was 
revoked. She has been sentenced to four 
years in prison (two years suspended) but 






























THANK TWO STRICT 


GOVERNMENTS FOR THESE 
GENEROUS RETURNS. 


; opportunities we've seen for some time. 








he strict monetary policies of America and the UK seem to 
be paying off: inflation is down, and seems set to stay down, 
from its former frightening levels. 

We would be extremely surprised at any drastic changes in the 
foreseeable future: America’ presidential election takes place in 
November, and the British Government is committed to price 
stability and controlled government expenditure. 


A GOOD OPPORTUN] ITY NOW. 


All this brings us to one of the best investment 













For anyone with a reasonable sum to invest, gilts and 
bonds now offer an excellent home for longer-term 
savings 

Income yields on gilts and bonds are still high, 
well above current UK and US inflation rates. 

If they remain high, you will enjoy increased real 
returns if inflation falls further. 

And if income yields fall, you can look forward 
to increased capital growth, 

So now is definitely the time to buy. 

And you can do this very easily through our 
Unigilt or Unibond unit trusts. 

Both these trusts are currently amongst the 
best performers in their sector of the market. 

Our investmentadvisors will continue touse § n 
ther yes of experience to generate a high return on n your c apital, 


o ‘REAL, TAX-FREE RETURNS. 


With Unigilt Trust, your money buys sterling units w hich are 
invested in UK government securities. The estimated running 
yield on 2nd March 1984 was 10.8%, The minimum investment 
is £500. 

With Unibond Trust, your T buys USS shares which are 












E We enclose a chequeddraft for 





Please invest £ 
(Sin. 


UWe declare that | am/we are over 20 years and not resident in the United 
K ingaan Jersey or Guernsey for tax purposes and that | am/we are not acquiring 
Unigilt Trust units as the nominee of any person(s) so resident. 


FULL NAME 


Ke 


_— a: 2 
0 BARCLAYS UNIGILT & UNIBOND TRUST —— 


|) Te: Barclays Unicorn International (Channel Islands) Limited, (The Managers), PO Box 153, Jersey, Channel Islands. Telex 4192000, Telephone (0534) 73741. 
u {any convertible currency spas sie e) made out to Barclays Unicorn International (C1) Led. 


in Barclays Unigilt Trust and/or | Cm 
Unibond is available in bearer form. Please tick box if required U2 
Declaration (for Barclays Unigilt Trust only}. 


the event that lwe (or the person(s) as nominee of whom | am/we are acquiring: | 
the units) become so resident while I/we continue to hold Unigilt units. 





yield on 6th March 1984 was 10.7%. The minimum investment is 
US $1000. : 
Both trusts are administered in Jersey where there are no cap’ 
taxes, stamp duty or VAT. And income is paid tax-free to non- 
residents. 
We would suggest Unigilt ismore convenient if you hold sietirg 
and Unibond if you hold US dollars. 
Unigilt income is distributed each 28th February and 31st August, 
Unibond income annually each June. 
Or you can choose to have all income automatic ally re- 
invested. As we said, these are trusts for longer term 
savings. But do bear in mind that pricesand income can 












































Very few unit trust groups Have as mudhi experience 7 
as Barclays Unicorn. We have been managing unit 
trusts since 1957, and now handle over £800 millon on 


behalf of our investors. 





UNIT PRICES. 


Dealings in each trust take place weekly and. 
the offer prices of units were 46.9p (Unigilt) = 
on 2nd March 1984 and L8$92.95 (Unibond). 
on 6th March 1984, Prices and yields appear 
daily in the Financial Times. 


CHARGES. 


We make an initial charge of 3! 2%, included in the offer p 
Unigit units (discounts on over £10,000). For Unibond shares.we 
charge 3%, additional to the offer price (reductions on ove: 
$25,000). 

Our management fees, charged to capital on the net value of 
the trusts, are 1% per annum charged monthly for Unigilt, ahd- 
1.04% per annum charged weekly for Unibond. 

We bear all commissions and Se costs. 














| in Barclays Unibond Trust* 










I/We undertake to noih the Trustee of Unigilt Trust within one month ins] 





























Regular Savings 





Special savings plans linked to these trusts are available. Please send me further details il 
*Unibond shares are not available to residents ar nationals of the USA, its territories or possessions. 
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th Africa are — 
till more or. less. free, though many are 
harassed and a number of black journal- 
ists have landed inside for their political 


~ of laws that can put writers in trouble. 

~ Foreign correspondents have been free 
~ to quote banned persons in publications 
< outside South Africa, but the government 
threatened to set a precedent last year by 
charging The Economists correspondent, 
Mr Allister Sparks, for quoting the 
banned Mrs Winnie Mandela. It also 
accused him of quoting “untrue matter” 
published by a Washington lobby group, 
“TransAfrica, which described how an 
_assassination squad had been set up to kill 
anti-apartheid figures. Mrs Sparks and 
another Economist correspondent, Mr 
Bernard Simon, were accused of interfer- 
ing with a police raid on Mr Sparks’s 
home and office. 

Last week all the charges against the 


“quoting the Mandelas abroad. Mr and 
Mrs Mandela will go on being patient. 











wnstairs 


A OUR LEVANT CORRESPONDENT LAUSANNE 





wo quite different Lebanese confer- 
nces have been going on at the same 
ime this week at Lausanne’s splendid 
eau Rivage hotel. On the grandiose 
ground floor, in the glare of the media, is 
e*declamatory conference. Here Mr 
Walid Jumblatt, the volatile and hyper- 
bolic Druze leader, has been sending 
shudders down the spines of his fellow- 
Lebanese. He and the calmer Shia Mos- 
em leader, Mr Nabih Berri, have contin- 
ed to demand the resignation and trial of 
‘esident Gemayel, even though the Syri- 





roceedings are content to let a dimin- 
shed Mr Gemayel stay in office. 

-On March 14th, the ground-floor con- 
erence saw Mr Jumblatt provocatively 
_insisting—before backing down—that Mr 
emayel should sign a ceasefire agree- 
ment, not as Lebanon’s president but 
merely as leader of one of the country’s 
arring factions. As the theatricality 
welled, an excited Mr Jumblatt suggest- 
ed that Mr Gemayel should “commit 
uicide”’ or “be hanged”. Then a school- 
sterly Mr Abdel Halim Khaddam, Syr- 
_ia’s foreign minister, who has newly been 
romoted to first vice-president as well, 
merged as the meeting's arbiter by mak- 
ng the whole conference proclaim-a cea- 
efire. This seemed to have taken hold in 





“activity. There are 112 laws and sections 


ins who are superintending the Lausanne . 








. FROM OUR SPECIAL CORRESPONDENT é 


The 200 kilometres of potholed highway 


to the capital, Kampala, from the Kenya. 
border is Uganda's lifeline, the sole 
regular route for all external trade. Fhe 


bus in which this-correspondent travelled 

. the road last month was stopped 12 times 
by men pointing old but serviceable 
‘automatic weapons. At six of the check- 
points money was demanded at gunpoint 
from drivers or passengers. On the way 
back two weeks later only 11 checkpoints 
were operating, but the extortion was 
just as active. 

The Uganda police do their robbing 
politely, in pressed blue uniforms and 
with AK-47 rifles. The security police 
wear camouflage suits, carry Heckler 
and Koch assault guns and often have no 
shoes. The Uganda national army has 
shoes, AKs, Nato-pattern self-loading 
rifles, some Uzi submachine-guns and 
uniforms tattered to indecency. Soldiers 
and security police wear no badges, and 
are often drunk or high on marijuana. 

In a triangle stretching 150km or so 
north and west of the capital, the heart- 
land of the Baganda people, similiar 
fund-raising is conducted by similarly 
dressed and armed men of the National 
Resistance Army. The NRA may be 
better equipped this month. In the last 
week of February it took over the na- 
tional army barracks at Masindi for sev- 
eral hours. The garrison, according to 
witnesses, was too prudent to fight. Its 
members took to civilian clothes while 
the insurgents chose which of the few 
working vehicles to use for carrying off 
arms, ammunition and medical supplies. 

Neither the guerrillas nor the govern- 
ment forces are united. The national 
army has lacked a chief of staff since 
December 2nd, when General David 
Oyite-Ojok was killed during an impru- 
dent night take-off by helicopter. The 
general, like many of the most senior 
officers, was from the northern district of 
Lango, the home country of President 
Milton Obote. The bulk of the ordinary 
troops, and many middle-rank officers, 


are from the neighbouring northern dis- 


trict of Acholi. (Ex-President Idi Amin is 


from West Nile, yet another northern- 


fringe.) Each faction has so far vetoed 
the appointment of a new army chief 
from a rival tribe. 

The NRA’s guerrilla forces are over- 
whelmingly from the agriculturally rich- 
er southern provinces. Most are Ba- 
ganda, the country’s most numerous (4m 


Beirut by mid-week. 
The other conference—less audible, 


more effective-—has been taking place on: 


the fourth floor, where the delegates 
move amicably between their private 


suites. Here Mr Jumblatt politely invited 
that pro-Israeli Maronite Christian and. 


| The polite highwaymen of Uganda 





ot of some ism) and pee ae 


people. The main legal opposition, the 
Democratic ‘party, gets. almost all its: 
support from Buganda, the Home: of its. 
leader, Mr Paul Ssemogerere.. But his 


«party is fast being driven underground by 


threats, arrests or murders by govern- 
ment agents, to which the NRA replies 
by counter-murders of supporters of Mr 
Obote’s Uganda People’s Congress. 

The NRA’s chief, Mr Yoweri Muse- 
veni, professes hard-left views, was 
trained either in North Korea or in 
Vietnam, and has seen service in Mo- 
zambique. But he was born into an 
upper-caste clan in the western province 
of Ankole, and commands no great per- 
sonal loyalty, either among the majority 
of his own people or among the Ba- 
ganda, many of whose educated leaders 
are devoutly Protestant, Catholic or 
Moslem, and hold solidly bourgeois: or 
even royalist-views. we 

Mr Obote’s government cannot keep 
the country safe, either against the insur- 
gents or against its own hungry northern 
soldiery. Nobody imagines that the un- 
derground opposition, if it took over, 
would make things any safer. So any- 
body who can borrow, steal or even earn 
foreign currency tries to get it abroad. 

The international aid organisations 
have been willing to help Uganda rebuild 
the once excellent economic infrastruc- 
ture left behind from the colonial period, 
and now almost hopelessly run down by 
20 years of misgovernment. But it is 
foolish to put money into Uganda and 
expect it to stay there. An ingenious 
system devised by. the International 
Monetary Fund to stabilise the Uganda 
shilling’s external value, and to beat the 
black market by permitting a controlled 
float of the exchange rate, has now 
collapsed. The illegal rate of the shilling 
is now running at twice the legal rate. 

In most rural areas of the fertile south 
the people have enough to eat, and 
smallholders can earn good money for 
their coffee. But. the unruly soldiers 
prevent food reaching the towns, or 
penetrating into the districts where more 
thar 100,000 victims of the general chaos 
are living in camps. In the arid north 
where the soldiers come from, there is 
famine. leading to a drift of population 
southwards and even greater resentment 
of the northerners by the Baganda farm- 
ers. Uganda is becoming an experiment 
in well-armed anarchy. 


former president, Mr Camile Chamoun, 


to lunch. Here Mr Jumblatt has also had 


at least a couple of down-to-earth and 


detailed chats with President Gemayel, 


without the gallery. to play to. Here the 


“nuts and bolts of the ceasefire were putin 
place _ during the weekend. before ‘the 





Gemayel and Khaddam kept in contact 


-onference officially began. 
The results of these backstage discus- 


sions have so far been promising. The 


agreement that the Lebanese them- 
selves—no mention of the United Na- 
tions—should monitor the ceasefire lines 
was a mark of Lebanese confidence. 
Compromise between the constitutional 
proposals put forward by the Christian 
Phalange party and the Shia Moslems 
started to seem possible. The Phalange 
continued to stress a loose federal ar- 
rangement as the best plan for Lebanon, 
while the Shias emphasise the need to 
take religion out of the system. 

In his eagerness to secure a compro- 
mise, Syria’s Mr Khaddam said that the 
delegates should stay in Lausanne for as 
long as it took to reach agreement. If they 
could not agree, then ‘“‘we’’—meaning, 
presumably, the Syrians—‘‘will deal with 
you in a different way”. 

The splits at both ends of the Moslem- 
Christian spectrum could help. Mr Ge- 

ayel could be well rid of Mr Chamoun 
and those of the Phalangists who still jib 
at the abrogation of the pact Lebanon 
signed with Israel last May. On the other 
side, Mr Berri is not much in tune with 
the less flexible Mr Jumblatt (but then the 
Shia leader’s community is the biggest in 
the land; Mr Jumblatt has merely 6% of 
Lebanese). Men in the middle, such as 
the two Sunni Moslems, Mr Saeb Salem 
and Mr Rashid Karameh, and the north- 
ern Christian warlord, Mr Suleiman Fran- 
jieh, a former president, could also come 
into their own. 

By Thursday the optimists in Lausanne 
were predicting a fairly early agreement. 
To achieve it, the argument ran, Presi- 
dent Gemayel would agree that the Leba- 
nese army commander and the heads of 
the country’s military and internal securi- 
ty—all Christians—should resign. The 
hoped-for government of national unity 


__ could lay down the basis of a new consti- 





Six times yes 


Every ingredient in Lebanon’s likely new 
constitution is unappetising to some- 
body. But it looks as if most Lebanese 
are getting ready to swallow the lot: 

@ A Sunni Moslem will be elected 
prime minister by parliament. He will 
not be nominated, as before, by the 
Maronite Christian president. 

@ important laws will be signed by both 
prime minister and president, and passed 
by a two-thirds majority in parliament. 
Thus the president’s powers will sharply. 
diminish. 

@ Parliament will consist equally of 
Christians and Moslems. Before, there 
was a ratio of 6:5 in the Christians’ 
favour. 

@ There will be a senate in which all 
recognised communities will be equally 
represented, whatever their size. 

@ Major national issues will be submit- 
ted to a referendum. 

@ Army officers will be appointed with- 
out reference to religion. 

The trickiest problems will be how far 
Lebanon can be decentralised without 
leaving central government virtually 
powerless, and how far religions can be 
lifted from the institutions of state with- 
out minority groups fearing that they will 
be left out. 





tution quite quickly (see box). 

If that happens, the bruised Lebanese 
can but ask: did they have to go through 
nine years of death and destruction in 
order to reach agreement? And pessi- 
mists will still ask why Lebanon has a 
better chance of holding together now 
than before. 


Israel 


Extreme extremists 


FROM OUR ISRAEL CORRESPONDENT 





A joint police-army-intelligence opera- 
tion may have solved the mystery of the 
terrorist underground in Israel which has 
been attacking Arab and other non-Jew- 
ish targets in Jerusalem and the West 
Bank. Far from being a tight-knit, profes- 
sional movement, the arrested men hail 
from two separate fringe groups. One 


appears to be an outgrowth of Rabbi Meir 


Kahane’s extremist New York-based 
Jewish Defence League, four of whose 
members were remanded in custody last 


week. The other is a messianic cult of 


born-again ex-convicts, who wear white 
robes and call themselves “The Sons of 
Judah”. Three of these have been round- 
ed up, but the self-proclaimed messiah is 
still at large. 

The first group is probably “Terror 














against Terror”, known in Israel by its 
Hebrew acronym TNT, which has carried _ 
out at least 15 acts of violence. The most 
serious was the shooting-up of a bus near 
Ramallah on March 4th, when six Arabs 
were injured. The TNT campaign was set 
off by the bombing of a Jerusalem bus by — 
Palestinian terrorists last December, _ 
when six people were killed. Since then, 

TNT has tried to blow up Christian insti- 
tutions, a mosque and Arab homes. 4 

The Sons of Judah, who have been | 
slightly less bloody, made their boldest 
step in January, when they tried to seize 
Temple Mount, in the centre of Jerusa- 
lem’s old city, and blow up the mosques 
there. The gear they left behind when an 
alert Moslem sentry forced them to flee— _ 
all of it Israeli army issue—led the police 
to the culprits. Neither group looks pro- _ 
fessional enough to have carried out the - 
attacks on three West Bank Arab mayors — 
four years ago, or last August’s shooting _ 
at the Islamic university in Hebron. Nei- _ 
ther incident has been explained by the — 
Israeli police. 

The two groups, though unconnected, - 
both want to frighten non-Jews out of the | 3 
West Bank. Rabbi Kahane has been a — 
thorn in the side of the authorities for — 
years. His ultranationalism embarrasses e: 
even the ruling Likud alliance and its — 
allies in the religious community. When — 
some of his followers tried to settle in 
Hebron, the army forcibly remove 
them. In 1981, the rabbi was held in 
detention without trial for three months: pe: 
it was rumoured that he was plotting to | 
seize Temple Mount and destroy the — 
mosques. But he has denied instigating ' 
the TNT attack on the Ramallah bus, not 
because he saw anything wrong wi 

“avenging the murder of Jews in Judea 
and Samaria’’, but because he reckoned 
such acts were suicidal. 

The government hopes the arrests wilt 
go some way to counter charges by the 
Karp commission report, published last 
month, which accused the police of look- : 
ing the other way when crimes are com- 
mitted by Jews against West Bank Arabs. 



















Iraq = 
A friend in need 


FROM OUR SPECIAL CORRESPONDENT BAGHDAD 


Baghdad was even thicker than usual wi 
security men this week as Arab foreign 
ministers convened for an emergency 
meeting on the Gulf war. The meeting. = 
requested by Iraq, was called at short 
notice only a few days earlier. Most of — 
those invited turned up. Not surprisingly, — 
the Syrian and Libyan foreign ministers, — 
did not come since their countries support — 
Iran in the war. The meeting coinciGy aa 





_ Licensed to kill: the state as terrorist 










The series of bomb explosions that be- 
gan on March {0th in Britain was obvi- 
ously directed at Arabs, and almost as 
obviously at the present Libyan regime’s 
exiled opponents. Rightly. the British 
foreign office did not hesitate to address 
sharp words to the Libyan authorities. 
International terrorism sponsored by a 
government poses a particularly danger- 
ous threat. 

When diplomats assist gunmen, acts of 
terrorism are facilitated, while the sanc- 
tity of embassies is impaired. A member 
of the international gang that took Opec 
ministers hostage in 1975 at Vienna said 
later than an ambassador had brought 
the weapons they used into Austria in a 
diplomatic bag. After three opponents of 
the Libyan regime had been murdered in 
London and Manchester in 1980, a gun 
used in the course of those killings was 
identified, in court, as one of a large 
number of weapons illegally supplied by 
an arms dealer to representatives of 
Libya, including its ambassador in Lon- 
don, who was expelled. 

Another point was emphasised when 

Britain warned Libya this week that, if 
` there was a repetition of the events of 
1980, relations between the two coun- 
tries would be seriously affected. But, 
with several thousand Britons working in 
Libya, its rulers presumably still see little 
danger of Britain severing all relations. 
It is not many months since Libya put an 
effective squeeze on France by refusing 
“exit permits to Frenchmen. 
Of course, Libya officially denies re- 
-sponsibility for the bombs that injured 26 
people and endangered many more last 
weekend in Britain. It took a similar line 
in 1980, when there were also murders of 
opponents of the Qaddafi regime in 
Athens, Bonn and Rome and an at- 
tempted murder of one in Colorado. 






































































oth with the embarrassing international 
‘ow over Iraq’s use of chemical weapons 
d with a stage in the war which Ayatol- 
ah Khomeini insists will be decisive for 


-This is no coincidence. Iraq is keen to 
rally support at a time when its moral 
tanding is in jeopardy, and to remind its 
rab friends that it is the front-line state 
a war which threatens the whole of the 
rab world. It wants to ensure that its 
ar chest continues to be topped up by 
oney from the Gulf states (reckoned at 
bout $10 billion a year). Iraq may also be 
oping to get some military support—in 
he form of help from the Saudi air force, 
ethaps. Its public position in the past has 
lways been that it could handle the 
ranians alone, but Mr Naim Haddad, 

resident of the national assembly, told 
correspondent that Iraq would now 
icome help from other Arab armies. 











The 1980 killings followed a public 
warning by Colonel Qaddafi that Libyans 
living in exile would face death if they did 
not come home and submit to his rule. He 
has repeated this threat in more recent 
speeches, promising “the liquidation of 
fugitive enemies“, This week, his London 
spokesman, on being asked if he would 
urge Libyans in Britain to refrain from 
violence against each other, he said: “We 
do not see the need”. 

In reality, Libya needs to ensure that 
its denials are not believed; for its explic- 
it aim is to cow its exiled opponents by 
showing how long its murderous arm is. 
It cannot feel grateful to the Moscow 
broadcasters who hastened to attribute 
this week's London bombings to “racial- 
ists and Israelis“—although the Rus- 
sians’ description of Berkeley Street and 
Regent Street as “a district inhabited by 
North Africans” made their version 
sound no more convincing than the Liby- 
an denials of responsibility, 

The KGB ought to have shown more 
understanding of Libya's real aim, for it 
shares it. Three weeks ago a survivor of 
the KGB's Siberian camps died in 
France, and the French press was at last 
able to publish his account of his grim 
experiences. He had insisted that his 
story should never be told while he was 
alive because. when the Soviet authori- 
ties released him, they warned him to 
“reveal nothing—otherwise, we shall be 
able to find you”. 

The long arm of state-sponsored ter- 
ror, reaching out across the world to 
silence exiled opponents or critics, is no 
new phenomenon. In London, its re- 
corded story goes back at least to 1896, 
when Sun Yat-sen was kidnapped by 
agents of imperial China’s legation there 
(and saved only by Britain’s strong pro- 
tests at this abuse of diplomatic privi- 


The military crisis, if it is one, has 
centred on Majnoon island, in Iraq's 
southern marshes, under which lie 7 
billion barrels of oil. Last week Iraq 
announced that it had surrounded Maj- 
noon, and was about to retake it. But the 
island was a tougher proposition than the 
Iraqis realised. 

The Iranians have dug in, and their 
supply lines are short: Majnoon is less 
than a mile from the border. The Iranians 
have been resupplying their troops by 
boat at night. when they are immune to 
attacks by Iraqi aircraft. They are fighting 
from dry. partly concrete-reinforced 
land, while the Iraqis have to attack 
across water. And in this battle, unlike 
the recent battles in the south, Iran is 
using its regular army, rather than the 
revolutionary guards or its boy soldiers. 
By midweek, Majnoon was still held by 
Iran after three major Iraqi attacks. Train 


ce. the ciny: 1970s the rapid 
growth. of international terrorism has 
been matched by its “state sector’. It is 
estimated that governments ordered or 
aided about a quarter of the 1,100-odd 
international terrorist actsin 1983. | 

In this context, Libya does:not stand 
alone. In 1978 eight Iraqi diplomats were 
expelled from Britain and France in 
connection with a series of violent epi-. 
sodes that culminated in the killing-of a” 
policeman outside Iraq's Paris embassy. 
North Korea’s agents had been trying to.. 
kill or kidnap some of Mr Kim I Sung’s 
opponents, in western Europe and other 
regions, for many years before last Octo- 
ber, when they succeeded in murdering 
17 South Koreans, including four minis- 
ters. at Rangoon. 

Exiled critics of Bulgaria's present 
regime have become victims of such 
ingenious weapons as the poison-tipped 
umbrella. And only this week did Italy 
accept a new Bulgarian ambassador after 
a long breach that arose from the charges 
of Bulgarian involvement in the 1981 
attempt on the Pope's life. However, itis .. 
the threat to Libyan exiles that, has <| 
drawn the spotlight now. On March 13th 
police experts from several countries met 
at the Interpol headquarters in Paris to 
discuss joint action against it. 

Their worried governments cannot ex- 
pect Libya’s to make this task any easier. 
Colonel Qaddafi:has long made it clear 
that he regards all dissident Libyans as ` 
fair game, wherever they may be. There 
are.fears that he may be newly tempted 
to show the length of his arm, in some 
way, during the visit that the Queen and 
Prince Philip are to make later this 
month to Jordan. The colonel’s belief 
that Jordanians, too, ate fair game was 
illustrated three weeks ago by the sack- 
ing of their embassy in Libya. 













loads of Iraqi wounded have been arriv- 
ing in Baghdad from the south, 

Iraq has stopped making belligerent 
references to the national importance of 
Majnoon, which is now referred to as a 
few kilometres of strategically unimpor- 
tant land that Iraq--will retake at its 
leisure. But the longer the Iranians have 
to entrench themselves on the island, the 
harder it will be for the nee to dislodge 
them, 


Bangladesh 
Black days ahead 


The politicians of Bangladesh want a real 
bash at real power. So they are refusing to 
go along with their soldier president's 





plan to restore an appearance of democ- 


racy. while keeping himself and his army 










‘and there was a genérat strike. 
Thesday before, President Ershad had 
ied to propitiate his critics by advancing 
the date of his promised parliamentary 
élection by six months. This election is 
now to take place on May 27th, simulta- 


neously with a vote to validate General 


Ershad’s self-appointment as president. It 
is an Open question whether either elec- 
tion will be contested. The opposition 
parties have already decided to boycott 
the rural elections, due on March 24th, 
=- which will also be the second anniversary 
of Mr Ershad’s bloodless coup. It has 
been declared a “black day” of protest. 
“The opposition suspects that the osten- 
ibly.non-party rural elections will be 
sed to create a grassroots base for the 
itary government and its own new 
“People’s party. The president has prom- 
‘ised to lift a ban on political campaigning, 
‘but not until after the March 24th poll. 
The: politicians are prepared to,see Mr 
-Ershad remain in office, but they want 
parliament to have the option of reducing 
` his powers to those of a constitutional 
figurehead. 
_ Mr Ershad claims that his latest elec- 
ction: plan is the result of consultations 
with 292 politicians from 52 parties. As- 
.. sembling politicians is no problem in a 
“highly-politicised Bangladesh where one- 
man splinter groups are a rupee a dozen 
- and the number of so-called parties is well 
“over 70. However, none of the 22 parties 
in the two main coalitions has talked with 
. the government since a tentative agree- 
: tent failed at the end of last year. 
“<The opposition strategy now is to pro- 
Voke the army into brutal repression so as 
“arouse the people against military rule. 
he president must be asking himself why 
he has encountered such resistance when 
he is merely following the example of the 
“fate, and now lamented, Zia ur Rahman, 
who secured the presidency for himself 
_ before holding a parliamentary election. 
-The difference, Zia’s old opponents say. 
is that he first built up.a wider consensus 
and co-opted more politicians of stature 
than Mr Ershad has done. 
If the rural elections pass off without 
much violence, Mr Ershad’s next move 
Swill be to prepare his own presidential 
<>, candidacy. This should mean his resign- 
“ang as army chief of staff; but he has not 
<: yet found a suitable loyal replacement. 
‘He seems to be seeking support within 
the army ies reviving an earlier plan to 
-provide a place in the political system for 
the armed services. This may win over 

















atthe conflict with the politicians will 
© to be settled.on-the streets. 





r Second front for 





some soldiers, but it will virtually ensure 


the Organisation of American States. 


the Sandinists 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


The main ports of Nicaragua have been 


attacked in the past few weeks four times 
by anti-Sandinist guerrillas who are trying 
to cut off the country's supplies from the 
outside world. At El Bluff, the main port 
for arms delivery on the Atlantic coast, 
mines blew up two Nicaraguan fishing 
boats on February 25th. In two attacks on 
the Pacific port of Corinto a few days 
later a freighter with a cargo of machinery 
was severely damaged and a Dutch dredg- 
er was holed. In the fourth attack, motor 
launches and a helicopter gunship shot up 
installations in the small harbour of San 
Juan del Sur. 

The Revolutionary Democratic Alli- 
ance (Arde), led by a Sandinist hero- 
turned-dissident, Mr Eden Pastora, 
claimed responsibility. This was a sur- 
prise: Arde was last reported bogged 
down in the southern Nicaraguan jungle, 
lacking guns and money. Its change of 
fortune and tactics may be due to foreign 
help, possibly from the American Central 
Intelligence Agency. 

In the past the CIA has mostly support- 
ed the “contras” of the National Demo- 
cratic Front (FDN), operating out of 
Honduras in the north of Nicaragua; new 
fighting was reported this week near 
Matagalpa between the contras and Nica- 
raguan troops. However, the recent visits 
to Washington of Mr Pastora and another 
Arde leader, Mr Alfonso Robelo, appear 
to have won more support for the south- 
ern guerrillas in their fight against Nicara- 
gua’s Sandinist government. Mr Robelo 
is said to have been buying launches, 
small aircraft and helicopters. Nicaragua 
has sent a protest note to the American 
secretary of state, Mr George Shultz, and 
reported the attacks to the United Na- 
tions security council. The Sandinist lead- 
er, Mr Daniel Ortega, blamed the CIA 
and observed acidly that the mines the 
raiders had used could not be bought at a 
corner grocer’s. 

Some of Arde’s attacks may have been 
launched from El Salvador. It is harder to 
mount air and sea operations from Costa 
Rica, where Arde has found a haven of 
sorts, because the Costa Ricans want to 
keep out of Central America’s wars. They 
have not entirely succeeded. A group of 
Costa Rican rural guards near the Nicara- 
guan border was fired on by Sandinists on 


February 22nd. Costa Rica withdrew its - 


ambassador from Nicaragua, “cancelled 
talks on trade. and sent a protest note to 





bourgeois evil incentive. 





pee from’ crossing the porou 
mile border. The Costa Ricans ar 
worried by Nicaraguan refugees fle 

from the fighting in southern Nicatagi 
About 2,200 Nicaraguans have be 
granted refugee status in Costa Rica, bu 
about 50,000 may have crossed thé borde 
and more are coming. 


China 


Keeping up with 
the Wu family 

































































China's peasants have been promised th 
they can become rich and stay that w 
until at least the year 2000. The proi 
made in a party document which. is bein; 
discussed in rural meetings from Tibet to 
Canton, “The one unchangeable” b 
the document is that peasants will bi 
allowed to keep “the land, orchards 
ponds” they have contracted to work f 
more than 15 years. If they give up the 
land they will be compensated for an 
investment, such as irrigation ditch 
This is the nearest thing to sanctionir 
land sales that China has seen since t 
early 1950s. 

One reason for selling land would 
go into more profitable enterpris 
as food processing, small manufactu 
or services. Some 13% of peasant fa 
have given up farming to become* 
lised households”. Many of them prod 
more than a whole production 
consisting of. several hundred: fam 
used to do. The People’s Daily rep 
that in some areas'the number of wor! 
in full-time agriculture has shrunk | 
quarter. But, the party paper adm 
“many peasants are still afraid th 
good policy may change”. 

This is simple wisdom for survivor 
three decades of radical swings 
roundabouts. However, ‘unlike. pre 
agricultural experiments, the ne 
are both effective and popula 
tural production i is now increasin 
a year and is keeping pace with pop 
tion growth. The days are: gone wi 
peasants boasted about their di 
watches. The new rich are building bi 
houses and buying Japanese vans. 

Why are some peasants richer. th; 
others? “It must be admitted”, says t 
magazine Fortnightly Conversatio 
“that it is not because they work harde 
They are cleverer”. An official remarke 
“Rich peasants give hard-up. ones so’ 
thing to look forward to." Its thatco 



























































Profit before taxation 


Attributable profit 


Earnings per share 


Dividend per share 


Total assets 


* Before exceptional taxation credit. 


_ , The Midland Group’s objectives for 1983 were to 
strengthen its capital ratios, to increase marketing 
impact, to improve further the cost position and thus 
to continue the upward trend of profits and earnings. 

As.the year progressed, it seemed likely that all 
these objectives would be achieved ~ even allowing for 
-the higher bad and doubtful debt charges we planned 
to make. However, in December, the Board of Crocker 
‘ National Corporation, in which we hold a 57% equity 

interest, decided that they should provide an 

additional US$107m principally against possible bad 
‘debts, making their total provisions for the year 
US$1738m (£120m). 


Trading profit, bad debts and 
cost control 
Trading profit before provisions for possible bad 
debts was 20% up at £612m against £511m last year: 
pre-tax profit was £225m compared with £251m. There 
were good performances from our major operations in 
the UK banking, International banking and Treasury 
divisions with continued improvement in the trend of 
costs, interest spreads and non-interest earnings. 

In arriving at the pre-tax profit, provisions for 
bad and doubtful debts amounting to £318m have 
been charged compared. with £196m last year. The 
division of the 1983 charges was. £228m for specific 

provisions and £90m for general provisions and these 


otos 


Group results l 
for the year ended 31 December 1983. 


"Trading profit before bad debts 


Office, Poultry, Landon EC2P 2BX. 
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60.6p 
25.5p 


68.9p* 
25.5p 


reenter nn 


£52,618m £47,999m 





Comments by the Chairman, Sir Donald Barron 


figures compare with £162m and £34m respectively 
in 1982. 


Capital position strengthened 
Steps were taken during the year to strengthen 
further the Group's capital position. A successful 
rights issue announced in July raised £155m and 
following a ‘shelf registration’ in the United States, 
US$150m of Guaranteed Notes were issued there in 
November. In view of favourable conditions in the 
Eurobond market in February 1984, the opportunity 
was taken to issue US$200m of Guaranteed Floating 
Rate Notes as part of the Group’s normal capital 
management programme. ; 
The free capital ratio at the year end was 4.6% 
compared with 4.0% at the end of 1989. 


Outlook 

We continue to keep firmly in our sights our 
main objectives of profitably employing our assets, of 
controlling costs and of giving the highest level of 
service to our customers around the world, This 
involves building on the strengths of the Group and of 
directing the necessary resources, both management 
and capital, to the areas where additional support is 
required. The changes made are all designed to 
ensure that the upward trend of. profitability and 
earnings will be resumed in 1984, : 


The Report and Accounts for 1988, including the full Statement by the Chairman, Sir Donald Barron, 
will be available after 26th March 1984. Shareholders will receive copies automatically, Others are i 
The Secretary, Midland Bank ple, Head 


nvited to write to: 








-ly extremist” 


FROM OUR SPAIN CORRESPONDENT 


Mr Pierre Mauroy, the French prime 
minister, prides himself on taking bulls by 
their horns. What he lacks-in finesse he 
makes up for in tenacity. Despite past 
flops in the Madrid arena when coping 


~ ith Basque bulls, he returned there on 


larch 10th to brave forceful protests 


-against an attack by a French naval patrol 


on two Spanish trawlers caught poaching 
in the Bay of Biscay. Nine fishermen were 
injured in the incident, at least one 
seriously. 

The French authorities say their patrol 
opened fire only after pursuing the trawl- 
ers for four hours and after the crews had 
attacked a French boarding party. The 
EEC has reduced the number of licences 
allowing Spanish fishermen to enter com- 
munity waters by more than half since 
1980, but the French complain that this 
has had little effect in the Bay of Biscay. 
Spanish Basques claim the bay as an 
ancestral fishing-ground and often react 
violently when challenged. In 1983, Span- 
ish trawlers made 1,195 illegal incursions 
into French waters, and last month the 
French warned the Spanish. government 
that stern measures would be taken. 

In protest against the shooting, Spanish 

yusewives and conservatives have 
hurled insults, bottles and eggs at the 
French: embassy. On March 12th-13th, 
Basque fishermen and others burned sev- 
eral French and Scandinavian trucks car- 
rying fish into Spain. The press in Madrid 
is seething. One daily compared the 
French action with the Soviet Union's 
attack on a South Korean airliner last 
autumn. Another demanded the replace- 
ment of the French ambassador, Mr 
Pierre Guidoni, a Socialist handpicked by 
the French authorities to improve rela- 
tions with Spain. Spain’s deputy prime 
minister, Mr Alfonso Guerra, who is on 
the left of the Socialist party, contrasted 
the French action with the greater re- 
straint and concern for human life shown 
in similar circumstances by the “reputed- 
Colonel Qaddafi. The 
prime minister, Mr Felipe Gonzalez, re- 


pz acted moderately—too moderately for 


_ many rpeecatives: who accused him of 





Looking down their noses 
across the Pyrenees 





being a lackey of the French government. 

Predictably, perhaps, Mr Mauroy 
failed to convince the Spanish leader that 
firing on trawlers and wounding Spanish 
fishermen was justifiable, but he reas- 
sured him on two other important issues 
dividing their countries. He said that 
France hoped to see Spain join the Euro- 
pean community in January, 1986; and he 
reiterated earlier promises of French co- 
operation against the Basque terrorist 
organisation Eta. Mr Mauroy also an- 
nounced that Spanish Basques living in 
France would not henceforth be given the 
status of political refugees. 

The naval incident is deplored by both 
French and Spanish officials—all the 
more since Spanish-French relations had 
improved in February. There has been 
closer co-operation against Basque ter- 
rorists (although Eta men whom the 
French moved from the border zone to 
northern France have quietly returned); 
and Spain’s negotiations to join the EEC 
have made progress, despite Spanish hos- 
tility to the 10-year delay before Spanish 
farmers get the full benefit of the com- 
mon agricultural policy. Now, however, 
things are back to grumpy normality. 

The average Frenchman sees Spaniards 
as an obstreperous lot: noisy immigrants 
whose handsome children whizz up’ the 
social and educational ladder ‘because 
they're so proud”, some teachers say. 
Generations of clichés remind the French 
that Europe ends at the Pyrenees: Span- 


_ iards appear too volatile, too awkward a 


burden for the EEC, too efficient at 


- producing all that wine and fruit. 


The French are an equally offensive lot 
in Spanish eyes. In the days when it was 


still difficult for Frenchmen to discuss 


European affairs without recalling that 
France had suffered three German inva- 


sions, Spaniards used to annoy them by 


remarking that they had lost count of the 


campaigns French armies had fought in 
Spain. According to a survey published 
by the liberal newspaper, Diario 16, many 


Spanish cultural, political and showbusi- 
ness people still consider the French to be 


aggressive and pretentious, and to suffer 





niques. Although English is more popular — 


. beats peering through shell holos. 






from å an inferiority complex which they 
try to assuage at the expense of their 
Mediterranean neighbours. 
French intellectuals tend to be dislike d 
in Spain for-their narcissism and their rs 
habit of denigrating other cultures. A 
one-man performance by the novelist Ar 
Alain Robbe-Grillet in Barcelona a fey vo 
months ago, sponsored by the Fren 
Institute, is remembered chiefly for 
sneers at Castilian literature, and at su 
writers as Graham Greene and Umberto | 
Eco, who sell well outside their owr 
countries. On his first visit to Madrid, 
Jack Lang, the French minister for 
ture, told Spaniards they were watchi 
too many American films. Barcelon 
largest daily newspaper, La Vanguardi 
has reported claims by French intellectt 
mandarins- that James Joyce, Ern 
Hemingway and Raymond Chand 
were unknown writers until they were 
translated into French. 
Despite the irritation this kind of arro- 
gance provokes, French culture has 
following in Spain in the upper-middle — 
class and in the media. Spanish television — 
copies French programmes and tech- 




























FROM OUR SPAIN CORRESPONDENT 


While a French naval patrol was chasing 
Spanish trawlers on March 7th, King 
Juan Carlos was presiding, exceptional- 
ly, over a cabinet meeting called to 
review Spain’s negotiations with the 
EEC. The foreign minister, Mr Fernan- 
_.-do Moran, praised the constructive atti- 
~~ tude of France and other EEC countries. 
-< The agriculture minister expressed satis- 
“faction over the fishing agreement 
reached last month—despite a reduction 
in quotas by 15% compared with 1983— 
and said he hoped to persuade the com- 
munity to reduce the 10-year transition 
‘period it recommends for agriculture. 
Industrial. prospects were considered 

positive, 0 o 
__ Speaking on television on March 11th, 

the prime minister, Mr Felipe Gonzalez, 
gave Spaniards a schoolmasterly talk on 
economic. réalities. In 1983, he said, 
_ Spain’s foreign, currency reserves had in- 
‘creased substantially: and its growth rate 
had been twice the European average. 
‘But, he went on, Spaniards had to re- 

































iong young people, most older Span- 
iards who have studied a foreign language 
ak French. Thousands of families have 
latives who took refuge in France dur- 
g the Franco dictatorship and have 
mained there. Spain’s ruling Socialist 
party probably owes its survival to French 
support. ` 
A weekly magazine, Cambio 16, ob- 
served during a trans-Pyrenean spat two 
_or three years ago that Spain might have 
had a wonderful history if only provi- 
lence had put France somewhere near 
Australia. One wonders. Much Spanish 
criticism of France is very like European 
criticism of America. The conservative 
leader Canovas del Castillo summed it up 
a century ago: “A Frenchman”, he said, 
“is a Spaniard with money”. 


The Roman Catholic church has a tradi- 
tion of giving sanctuary. That hardly 
seemed the term, however, to describe 
he flight of Mr Luigi Mennini, the chief 
executive of the Vatican bank, the Isti- 
tuto per le Opere di Religione. Last week 
he failed to show up at an Italian parlia- 
mentary commission of inquiry. into the 
dealings of the P2 masonic lodge. He was 
thought to have taken refuge in the Vati- 

n, joining two others, Archbishop Paul 
Marcinkus, the bank’s chairman, and Mr 









One step forward... 


member that they had missed the first 
industrial revolution and could not af- 
ford to stay out of the present one. His 
government would go ahead with its 
plans to modernise industry and slim 
down loss-making sectors: Spanish ship- 
yards, he said, lose $300m a year, while 
Spanish steelworks lose $200m. This was 
a warning to Communist unions and left- 
wing Socialists. They have been lobbying 
against the industry and economy minis- 
ters, Mr Carlos Solchaga and Mr Miguel 
Boyer, and organising protest strikes. 
According to figures just released, la- 
bour disputes were three times common- 
er in January and February this year than 
during the same period in 1983. 

Mr Gonzalez pointed out that, while 
modernisation implied a high loss of 
jobs, it would save those that could be 
saved, and money now spent on nursing 
old industries could be invested in job- 
creation projects. Spanish competitive- 
ness would improve and Spain would 
profit more from EEC membership, 


tigations now under way by a Milan 
magistrate. 

The Italian authorities’ interest in the 
Vatican bank dates from its close links 
with Banco Ambrosiano, Italy’s largest 
private bank, which collapsed in 1982; the 
government has claimed that the Vatican 
bank borrowed from the Banco Ambro- 
siano, directly or indirectly, some $1.3 
billion. Banco Ambrosiano’s overseas 
subsidiaries in turn owed its creditors, by 
the Italian government’s reckoning, some 
$900m. So attempts have been made to 
recover some of the money owed by the 
Vatican bank. 

Last month, it seemed that progress 
had been made towards a settlement 
between the Vatican and the govern- 
ment. Some $250m is likely to go to the 
creditors of Ambrosiano’s subsidiaries. 
The Pope calls this a “goodwill pay- 
ment”, as the Vatican claims it was the 
innocent victim of the dealings of Ro- 
berto Calvi, the bank’s president. Calvi, 
who was found hanging under a bridge in 
London in 1982, was a member of P2— 
hence the parliamentary commission’s in- 
terest in the Vatican bank’s dealings. 

The deal is still some way off because of 
legal tangles involving the banking laws of 
different countries. Some cardinals are 
also said to be unhappy about paying up. 
The Vatican this month took the unusual 
step of disclosing that its accounts are 
expected to be $35m in the red this year. It 
was not explained whether this was before 
or after the $250m payoff. And the figures 
left out one of the biggest sources of income 
for the Vatican, St Peter's pence... _ 











































































Mr Giovanni Goria, Italy’s. treasury 
minister, has proposed that the Vatican 
bank be split in two: the bank’s Italian 
dealings would be subject to Italian law; 
the bank’s international dealings would 
remain under the Vatican’s jurisdiction. 
The aim is to protect the Vatican’s repu- 
tation and to make it easier for the Italian 
authorities to investigate if there should 
be any irregularities in years to come. 


The Germanies 
A special corridor 


In the current scramble by West Germe 

politicians to shake the hand of East 
Germany’s leader, Mr Erich Honecker, 
the conservative Bavarian premier; Mr 
Franz Josef Strauss, may claim the prize: 
for initiative. As scores of them con- 
verged on Leipzig for the annual trade. 
fair this week (see page 69), Mr Strauss 
piloted himself past them all. On March 
11th he flew toa private meeting with Mr 
Honecker along an air corridor from 
Munich specially opened for him by the 
East Germans. Count Otto Lambsdorff, 
the West German: economics minister, 
had to be content with second place in the 
hand-shaking queue, although he came 
away consoled with a promise that Mr 
Honecker would pay his first official visit 
to West Germany this autumn: 
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: At Joynsons we have 
programmed a computer to 

~ manage a fund investing in 7 
major commodities — copper, 
_ tin, lead, zinc, coffee, cocoa 
and sugar. 
1 Since this fund began in 
1981 it has generated such 
impressive growth that we 
| decided to carry out an 
experiment: we would run 
the computer programme 
-| overa 10 year period from 
-| 1973, to see what capital 

_ growth we would have had 

| over a decade. 
| Of course, this was only 
| atheoretical exerci ise—though 
| the computer didn’t know that. 
Even so, it showed that 


years, and if all profits were 
re-invested that £100 would 
have been worth £11,206, 
net of all charges, by the end 
of 1982. The best annual 
growth rate was 187% in 1974, 
and the worst wasa mere 27% 
in 1982. 
It sounds wonderful — 
a theory. What happens 
when it is put into practice? 
The fund has only been 
running since February 
1981 but from that time to 
30 November 1983 it has gen- 


erated an audited net return 


_ of 72.1% in just 33 months. 


Of course, success in 
the past does not guarantee 
success in the future, in 


, 100. invested in 1973 would commodities or in any other 


have grown every year for 10 


investment. But the past ` 


performance of our compute 
managed fund does give us 
confide.ce for the future, 
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in West Germany of some of Nato’s new 
missiles. Since January, a series of embar- 
rassing and well publicised bids for free- 
dom by East Germans, using Western 
embassies in East Berlin and Prague, has 
offered Mr Honecker another excuse, if 
he wanted one, to break off contacts with 
Bonn. Instead, he has seemed as anxious 
as the West German chancellor, Mr Hel- 
mut Kohl, to keep on talking. 

Last month 2,600 people were allowed 
to leave East Germany by official chan- 
nels; that is four times the monthly rate in 
1983. East German border guards are 
continuing to dismantle the automatic 
firing devices placed along the border to 
deter escapers. An ebullient Mr Strauss 
claims that both these things are worthy 
rewards for the controversial DM1 billion 
bank credit for East Germany which he 
negotiated last year. 

The real picture is less rosy. It is 
estimated that there are still between 
200,000 and 500,000 East Germans who 
want to move to the west. West German 
officials expect the exit door to be closed 
again before long. And although the 
border is being prettified, it will be no less 
tightly sealed. New automatic firing de- 
vices are being erected a short distance 
behind the border, where they will not 
offend West German eyes, and a back-up 
wall is going up in East Berlin. 

Mr Strauss is right about one thing: Mr 
Honecker’s main motive is cash. Ru- 
mours have been circulating in Bonn for 
several months that East Germany is 
seeking more bank credits, possibly for as 
much as DM4 billion this time. At the 
Leipzig trade fair this week West German 
businessmen were, officially, being treat- 
ed just like other western exhibitors. But 
East Germany prefers to trade with West 
Germany because it can settle its trade 
balances there in special “units of ac- 
count”, and does not need to use the hard 
currency of which it is short. Another 
privilege East Germany enjoys is a special 
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Strauss beat them all to Honecker’s door, again 


interest-free “swing” credit which this 
year will allow it to buy from West 
Germany goods worth up to DM690m 
more than it sells. 

And West Germany has something else 
to offer it that is less tangible but just as 
important: status. After years of being 
ostracised by the likes of Mr Strauss, East 
German officials watched gleefully this 
week as he competed for Mr Honecker’s 
favours. Mr Honecker, too, is enjoying 
the limelight. Although he is unlikely to 
agree to anything that would offend the 
Soviets, he seems to be using to the full 
the leeway that a period of uncertainty in 
the Kremlin has given him. His visit to 
West Germany this autumn will give him 
the statesman’s badge he has been look- 
ing for—both at home and abroad. 





West Germany 
South-western star 


FROM OUR BONN CORRESPONDENT 


“Schaffe, schaffe, Haiisle baue” is the 
motto of the industrious Swabians who do 
indeed work and work, thus getting their 
little houses built. It might well be also 
the personal motto of their 46-year-old 
Christian Democratic premier, Mr Lothar 
Spath. He-has constructed his own solid 
political house in the state as a base— 
everyone is sure, despite his firm denials— 
for a venture into national politics. 

His party got 53% of the votes when he 
led it in the 1980 state election, and it is 
almost certain to win again in the election 
due on March 25th. Baden-Wiirttemberg 
has the highest production per head, the 
lowest unemployment and the most fo: 
eign workers of any of the West Germa 
Lander except the city-states of Hamburg 
and Bremen. In his six years in office Mr 
Spath has changed the reputation of this 
south-western state beyond recognition. 
It is as profoundly conservative as it ever 
was, but it is now marked by his brand of 
dynamic conservatism. 

Not for him the characteristic trait of 
Mr Helmut Kohl, the chancellor, of un- 
ruffled waiting for events to unfold. And 
certainly not for him the imperious style of 
his predecessor, Mr Hans Filbinger (who is 
now remembered primarily for the harsh 
sentences he handed out as a judge during 
and even after Hitler’s time). 

Mr Späth’s quite different way of oper- 





Young and on the dole 


Most west European countries are at last reporting a modest 
return to real economic growth. But the jobs outlook, 
particularly for the young (15-24), is bleak. According to the 
OECD, youth unemployment in eight west European coun- 
tries in 1984 is likely to show only marginal improvement, or 
further deterioration. In four countries it is notably worse than 
in the United States, the largest OECD economy. The gap 
between youth and total unemployment rates is rising. Ques- 
tions outnumber answers. Cut minimum wages? Public jobs 
schemes? Even national service (for men and women) with a 
non-military option in countries without it already? 
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Result of the fast 
state election, March 3, 1980 


40 seats 

iF: Free 

| Democratic 
Party 10 seats 


Green Party 
6 seats 


BADEN- 
} WURTTEMBERG 


1. Karlsruhe 3. Freiburg 
2. Stuttgart 4. Tubingen 


ating involves meticulous preparation, 
astery of detail, and what he himself 
ls quickness in formulating “raw con- 
cepts”. He has used these methods first in 
“wresting the nomination as Mr Filbinger’s 
_ „Successor away from the flashier mayor of 
_ Stuttgart, Mr Manfred Rommel, then in 
lobbying Bonn for more money and in 
prodding industry to adopt the latest 
technology. 
This last campaign is Mr Spath’s hall- 
mark. Long before it became the fashion 
to lament West Germany’s laggard posi- 
~~ tion in microchips and fibre optics, he was 
‘preaching the high-technology road to 
~ salvation. He has cajoled industry into 
` financing research institutes for micro- 
electronics, data processing and molecu- 
lar biology at universities in his state. He 
has persuaded managers of power plants 
to set what may be Europe’s most ambi- 
tious clean-up targets for their smoke- 
stacks, and he now wants Baden-Wirt- 
~~ temberg to develop an export trade in 
anti-pollution devices. He urges young- 
ters: to. become engineers rather than 

' unemployed teachers, and he has empha- 
ised his point by closing three teachers’ 
raining colleges. 

“Mr Späth has not lost the. common 
| touch of the self-made man who went into 

business and showed himself a competent 
_ manager before he ever entered politics. 
He is not particularly skilful or magnetic 
On the stump; but he embodies all the 
solid Swabian virtues and, unlike his 
combative predecessor, he deliberately 
seeks the broadest possible agreement on 
ost issues. Voters respond to all this so 
ell that Baden-Wirttemberg is now spo- 
cen of as a one-party state, rather like its 
nservative neighbour in the south, 
Bavaria. 
Baden-Wirttemberg—the home not 
only of Mercedes-Benz but also of many 
small firms:that enjoy global renown in 
ilar specialities—has been re- 


tunings. Nowadays. West German news- 
papers print article after article about the 
shifting of the country’s economic heart 
from the north (giant heavy industry) to 
the south (flexible medium-sized indus- 
try). As its most impressive proof of 
success, Baden-Wiirttemberg even boasts 
a positive balance of trade with Japan. 

Not all of this is Mr Spath’s doing, but 
he personifies this trend. And when he 
advertises his state as the ““Musterldndle”’ 
(little model land), some people wonder 
if he is also tacitly advertising himself as a 
model politician. 


Nuclear arms 


Working up 
to build-down 


Although the Russians broke off formal 
nuclear-weapons negotiations with the 
United States in December, informal 
contacts have continued. In late Febru- 
ary, a bi-partisan American team led by 
Senator William Cohen of Maine and 
Senator Joseph Biden of Delaware went 
to Moscow to discuss the American 
“build-down” scheme for cutting both 
sides’ long-range nuclear arsenals. 

Last year, as part of the price for 
supporting the administration’s plan to 
deploy 100 new MX missiles, Mr Cohen 
and five congressional colleagues per- 
suaded Mr Reagan to adopt build-down. 
In October the Americans put a proposal 
to the Russians at the Geneva talks which 
was approximately what the legislators 
had asked for. It called for each side to 
scrap two old missile warheads for each 
new intercontinental-ballistic-missile war- 
head deployed; three for every two new 
submarine-launched-ballistic-missile war- 
heads; a one-to-one trade-off in bombers, 
and a 5% annual cut in warheads and 
bombers even if no new ones were 
deployed. 

The building-down would continue un- 
til agreed limits were reached. The aim 
was not only to cut the number of weap- 
ons, but also to shift the superpowers 
away from large missiles, each with sever- 
al independent warheads, towards small 
single-warhead missiles. The Americans 
held that this would create a more stable 
balance. 

The Russians seemed cool, pointing 
out that more of their nuclear arsenal 
than the Americans’ was concentrated in 
land-based missiles and that the build- 
down ratio seemed to favour submarines. 
They were invited to propose different 
ratios for building-down, but the talks 
were halted by their walk-out from Gene- 
va before an official response could be 
prised out of them. 


Fallen stars 


The red-covered - Michelin 
France’s old testament of gastron 
has done it again. After years of 
castigated for its conservatism by. € 
siasts of la nouvelle cuisine, Mic 
determined to show that it is not afrat 
the grandest reputations. Last year, tl 
celebrated Paris establishment, 
Grand Vefour, lost its third star, 
Michelin’s -highest accolade.’ 
year’s guide, published on March 14t 
the equally celebrated Lasserre. drop 
from three stars to two. o 
Michelin never gives reasons for its 
decisions, but apparently its inspecto 
considered Lasserre’s elaborate cooking 
and showy presentation—the waiters 
make a great to-do of operating 
retractable roof whenever the, we 
permits—are out of step with the gai 
tronomy. of the mid-1980s. They 
removed the third star from La Bonn 
Auberge at Antibes, but balanced. th 
demotions by awarding three stars. for 
the first time to L’Espérance at Sain 
Pére-sous-Vézelay and to the Paris:chef, 
Mr Joël Robuchon, who set up. inhi 
own restaurant, Jasmin, in the 16th ar 
rondissement only in 1982. i 


Although the stars make the ‘Hews 
and make money for the proprietors 
have them, what sells the guide a 
keeps its reputation as the world’s p 
mier guidebook is its rating of hote 
Not only does it list prices. and facili 
in an easy-to-read code, but it 1 
great care to include Hotels in out- 
way places. Listed hotels must-not o 
come clean about their prices, b 
also agree to try to hold them 
published level during the year. Tht 
ing down the guide. when argui 
prices has been known to bring th 
down to the listed level.. 


A scheme known as “double 
down”, which has been devised. by 
unofficial team of American analysts,” 
also explained by the senators..dui 
their visit to Moscow. This version -cal 
for building-down not only numbers 
warheads and bombers but also t 








payloads. As bombers and missiles and 
their payloads have such different charac- 
teristics, an elaborate mathematical for- 
mula would be needed to reduce them to 
acommon unit of measure. 

What the Russians thought of this idea is 
not yet clear. Senator Cohen’s team talked 
first to a group of scientists, who appeared 
to reject it. However, as the talks and the 
explanations progressed, and more “‘politi- 


cal” Russians became involved, the Soviets 
seemed to become more receptive. The 
Russians might have been encouraging Mr 
Cohen a bit merely to lessen their unpopu- 
larity as the wreckers of the arms control 
talks. However, build-down in some form 
hasmuch to offer them. Forone thing, ithas 
broad bi-partisan support in the American 
congress, which the Salt-2 agreement nev- 
er had. 


EUROPEAN COMMUNITY 





After the milk mountain, 
can the summit be reached? 


If there is a settlement to the EEC’s 
budgetary problems at the Brussels sum- 
mit on March 19th-20th, President Fran- 
çois. Mitterrand, who has worked so hard 
_ for one, will have to share the credit with 
his rival in the French Socialist party, Mr 
Michel Rocard. With just a week to go, 
Mr Rocard, the French agriculture minis- 
ter, has succeeded, if not in clearing them 
_ away, at least in giving a hefty shove to 
two of the biggest boulders on the way to 
agreement at the summit. 

Under his presidency the EEC’s agri- 
culture ministers succeeded, during three 
days of meetings on March 10th-12th, in 
reaching a provisional agreements on a 
method of cutting back milk production, 
which currently absorbs some 40% of the 
community’s $14.25 billion farm budget. 
And they approved a formula for phasing 
out monetary compensation amounts 
(MCAs), the complicated system of bor- 
der taxes and subsidies which give strong- 
currency countries a marked advantage 
over their rivals. 

The milk agreement provides that pro- 
duction, which has been growing by 3% a 
year while demand grows by $%, should 
be cut back from 105m tonnes to 97.8m 
and held at that level over a five-year 
period. The reduction will be in two 
Stages, to 98.8m tonnes this year, and to 
97.8m tonnes in 1985. Only Greece, 
where output is small, will escape cuts in 
its current level of production. The other 
countries face reductions averaging 7%. 
Surplus production will incur heavy sur- 
charges. The production level agreed 
upon is marginally above that proposed 
by the EEC commission, but much of the 
_ extra cost will be met by raising the levy 
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paid by dairy farmers to help defray the 
expense of disposing of surpluses. 

The agreement on MCAs provides for 
their suppression in stages by 1988, with 
the largest stage taking effect next Janu- 
ary. West German farmers, who will be 
the greatest losers from this operation, 
will be financially compensated by their 
own government and, to a more modest 
extent, by the EEC. The cost of this 
decision to the community budget will be 
401m ecus ($350m), much less than that 
of an earlier West German proposal, but 
quite enough to induce the British agri- 
culture minister, Mr Michael Jopling, to 
withhold final agreement. This may or 
may not be lifted by Mrs Thatcher at the 
summit. The Irish government will ap- 
prove the milk settlement only if Ireland, 
where milk production matters far more 
to the farm economy than elsewhere in 
the community, is exempted. 

Mr Rocard was so keen to keep up the 
momentum that he has called the farm 
ministers back for two further days on 
March 17th-18th. On the agenda: the 
1984 prices for other farm products, with 
France now proposing an actual reduc- 
tion of 1% for the bulk of them. 


The budget knot 

Less encouragingly, the Ten’s foreign 
ministers, who were holding parallel 
meetings on March 11th-12th, failed to 
make comparable progress on the bud- 
getary issues. One apparent success was 
agreement to the European parliament’s 
terms for releasing Britain’s 1983 budget 
rebate of 750m ecus by March 31st, as 
Mrs Thatcher had demanded. No sooner 
had this been done, however, than both 
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the Italian and French ministers revealed 
that their own governments would still 
block the payment unless Britain agrees 
to an increase of the financial resources of 
the community. And on the crucial ques- 
tion of the size and conditions of future 
British rebates there was little movement 
to be seen. 

The British seem to have failed to get 
agreement in advance to a semi-perma- 
nent “safety net” which would protect 
Britain, or any other member state, from 
making unfair payments. Instead, the 
argument turned to the level of rebate to 
be offered to Britain in 1984 and there- 
after. The most generous offer was Den- 
mark’s (1 billion ecus), the meanest was 
750m ecus. The starting figure presented 
by Sir Geoffrey Howe, the British foreign 
secretary, was 1.5 billion ecus, though he 
left the impression that he might be 
willing to drop this to 1.2 billion ecus, 
the other conditions were right. (T) 
unrebated British contribution in 1984 
will be around 2 billion ecus.) 

The British are as keen to get a durable 
settlement as they are to get the proper 
figures. The outlines of a possible com- 
promise on this began to emerge behind 
the scenes this week. One proposed for- 
mula would link the duration of whatever 
mechanism was devised for the rebates to 
the length of time that an agreement to 
increase resources would last. This idea 
had the backing of several ministers. Its 
appeal is two-fold. It could satisfy the 
British, who do not want an annual hag- 
gle about their contribution. And it might 
encourage Mrs Thatcher to accept some- 
what more than a token increase in the 
community’s revenues. 

The commission's latest revenue pro- 
posal is to increase the maximum rate of 
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Experience, professionalism 


More and more institutional in- 
vestors are turning to the futures 
markets as a risk management 
tool and as a means to provide 
needed leverage and increased 
returns on their portfolios. They 
have discovered that futures, when 
properly managed, are essential 
to overall investment management 
and asset protection. 

That's where Balfour, Maclaine 
comes in. As one of the oldest 
Futures Commission Merchants in 
operation today, we have the 
experience, professionalism and 
performance to help you analyze 
the markets and use them 
effectively. 





and performance 
you can trade on. 


Balfour, Maclaine specializes in 
serving the needs of commercial 
investors. We offer a complete range 
of products and operational sup- 
port systems to fully assist Our 
clients in all aspects of futures 
trading. Balfour, Maclaine provides 
up-to-the-minute trading informa- 
tion, market analysis, price move- 
ment forecasting, rapid order 
execution and timely reporting of 
all transactions. All services are 
tailored to your individual 
requirements. 


Whether your interest is in agri- 
cultural, industrial, precious metals, 
financial futures or the new stock 
index futures, Balfour, Maclaine has 
the experience, professionalism 
and performance to help improve 
your bottom line through effective 
risk management 


Call or write us today for com- 
plete information. 


Balfour, Maclaine Inc. 


Wall Street Plaza 
New York, NY 10005 
(800) 221-1655 / (212) 425-2100 


Chicago Office 

175 West Jackson Street 
Chicago, IL 60606 
(312) 461-0070 






the Vat levy paid to the community from 
_ 1% to 2%. That increase would probably 
-see the EEC through 10 years of new 
expenditure. The suggested raise to 1.4% 
(which Mrs Thatcher would prefer) might 
keep the community solvent only for five 
years Or so. 

The British and the West Germans 
want stricter financial discipline. The 
French finance minister, Mr Jacques De- 
= lors, produced proposals a week before 

___ the Athens summit which went a long way 

= towards meeting these demands. There is 
still no agreement on particulars, though 
a revised proposal by the European com- 
mission has attracted a fair amount of 
- support. Restraining spending is unlikely 
to be a stumbling block if the other issues 
_ can be resolved. 
: The EEC’s leaders have more than 
= Once snatched defeat from the jaws of 
= victory. But if Mr Rocard’s agreement on 

milk production holds, he will have re- 
- moved the most expensive and the most 
complicated item from the summit agen- 
da. The Irish have yet to be bought off, 
a and loose ends remain to be tied up. But 
4 having at last shown the political will to 
_ bridle the community’s milch cow despite 
= resounding protests from their respective 
_ farm lobbies, it would be illogical for nine 
- governments to flinch from the less pain- 
ful decisions still outstanding. The gap 
between their collective position and that 
of Mrs Thatcher may now be as little 
as 200m ecus. The milk agreement 
puts strong pressure on the British to 
< = accept a reasonable settlement on the 
budget. 










: 1 European Socialists 
_ Warming up 


_ The British Labour party has taken an 
= important step towards the EEC. At a 
_ ‘meeting in Luxembourg on March 9th- 
- 10th its representatives agreed with So- 
_ cialist parties from the other nine member 
_ States to a common manifesto for next 
= June’s elections to the European parlia- 

= ment. The British Labour party did disso- 
_ ciate itself from two passages, one calling 
_ for wider powers for the European parlia- 
‘ment, the other for increasing the EEC’s 
financial resources. But British socialists 
accepted the great bulk of the pro- 
= gramme, which is strongly pro-EEC in 
tone and takes continued membership of 
_ the community for granted. This is yet 
= another sign that the Labour party’s lead- 
_ ers are pulling back as far and as fast as 
they decently can from the party’s official 
_ “withdraw from Europe” position. 

a The Labour delegation was led by Mr 
Sood Hattersley, the party's deputy lead- 
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Hattersley had it right all along 


er, and by Mrs Gwyneth Dunwoody, an 
influential member of the party’s national 
executive. They had to bargain hard to 
get criticism of the costs of the common 
agricultural policy into the manifesto. In 
return, the French Socialists secured the 
deletion of a call for arms reductions, 
which would have undercut President 
Mitterrand’s policy of maintaining an ef- 
fective counterweight to Russian power. 

When Mr Hattersley, a long-standing 
supporter of EEC membership, left Lux- 
embourg at the end of the first day, he 
was pessimistic about the chances of the 
Labour delegates’ signing the manifesto. 
By the end, Mrs Dunwoody felt able to 
do so, but only after a telephone call to 
London asking Mr Neil Kinnock, the 
Labour party leader, for the go-ahead. 

The British Labour party was not the 
only one which had difficulty with the 
draft. The Danish Social Democrats also 
objected to the paragraph favouring 
greater powers for the European parlia- 
ment, while both the Italian parties repre- 
sented at the meeting, the Socialists and 
the Social Democrats, wanted to go even 
further towards European integration. 
None of the European Socialists, howev- 
er, had any disagreement with the main 
plank of the platform—a “‘reflate togeth- 
er” proposal for an EEC-wide pro- 
gramme of job creation, based on increas- 
ing public-sector investment in each 
member state by 1% of gnp. 

The Socialist manifesto is fated to be 
read, like most others, by a tiny propor- 
tion of voters. In Britain, it will no doubt 
be ignored almost entirely by Labour 
candidates for the European parliament 
who are still hostile to the community. 
Although Mr Kinnock is not yet ready to 
ask his party conference to renounce the 
policy of British withdrawal, he will prob- 
ably do so before long. Nobody is happier 





about this than the leaders of the commu- 
nity’s other Socialist parties. Their British 
comrades have caused them little but 
trouble, and their relief at Luxembourg 
was unrestrained. 


Insurance 


Open cover 
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Almost unnoticed in the pre-summit tur- 
moil, community finance ministers on 
March 12th made what promises to be a 
decisive breakthrough towards creating a 
free insurance market in the EEC. Nego- 
tiations to enable insurance companies in 
one member state to sell non-life business 
in another began nine years ago, but 
came to a virtual halt in 1983. Now West . 
Germany and France, the main oppo 
nents of a free market in insurance— 
guaranteed in theory by the treaty of 
Rome—have softened their positions. 
This is good news for Britain, whose 
competitive insurance industry stands to 
gain most by unrestricted access to the 
insurance markets of its partners. 

West Germany’s junior minister, Mr 
Hans Tietmeyer, told the Ten that his 
country would be ready to relax its re- 
strictive national laws provided so-called 
mass risks were excluded from the scope 
of community legislation. This idea was 
endorsed by the ministers, who will now 
concentrate their efforts on opening up 
the market for commercial, industrial and 
professional insurance cover. These risks 
make up the bulk of non-life insurance 
business. Mass risks, such as personal 
injury or motor insurance, would still 
tend to be covered by local firms even 
after the market was liberalised. 

One undecided question about the ne! 
approach is whether all insurance cove. 
for the liberal professions should be cov- 
ered by EEC legislation or whether small- 
er premiums should be treated as mass 
risks and so remain under national juris- 
diction. The French finance minister, Mr 
Jacques Delors, suggested that a thresh- 
old be defined below which professional 
insurance would fall into the mass-risk 
category. 

Not to be upstaged by West Germany, 
Mr Delors announced that France could 
be flexible on the taxing of insurance 
policies. The French government, which 
draws a lot of revenue from this source, 
fears there could be a drop in income if 
French business went abroad. Tax eva- 
sion might also be encouraged. Checks 
and controls are easier for industrial and 
commercial policies since firms holding 
them are usually obliged to keep account- 
ing records, Excluding mass risks would 
limit the scope for fiscal fraud. 
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‘BUDGET BRITAIN 


Splutter and fizz, but some 
way short of bang 


Mr Nigel Lawson may have set a bomb under Britain’s musty tax 
system. He may even have lit the fuse this year. But a long fuse it is. 


Mr Lawson’s triumph as he presented his 
first budget was indeed one of presenta- 
tion. In short order he claimed to “‘set the 
government's course for this parliament”, 
soothed the battered nerves of the Con- 
servative party and suggested that radi- 
calism has not been overwhelmed by 
mere tiredness in Mrs Thatcher’s second 
government. He now emerges as a cabi- 
_ net figure in his own right, rather than 
mply. a prime ministerial acolyte. 

But, behind the bold noises, the 1984 
budget is some way short of being the 
radical tract implied by its reception. 
Public spending, once the arch enemy of 
Thatcherism, is now set to remain con- 
stant in real terms as far ahead as 1988-89, 
“if the decisions on public expenditure- 

. . vfollow the assumed path”. After 
that, it is expected to grow by 1% a year. 

This is only ideologically tolerable be- 
cause gdp is assumed to be rising by 24% a 
year up to 1989, alongside slowing infla- 
tion and a public sector borrowing re- 
quirement that is falling as a proportion 
of gdp. This brings public spending (ex- 
cluding debt interest) down from 40% of 
gdp now to 35% in 1989. If growth is- 
slower, the government will have its ide- 
ology tested. Smaller tax cuts, more bor- 
rowing—or another go at cutting public 
expenditure? 

_ The treasury has spent the past two — 
years exhorting the cabinet to reduce real _ 





spending on social services, nationalised 
industries, local government and defence. 
Last autumn in desperation, Mr Lawson 
began to issue warnings about possible 
tax increases if he did not get his way. 

He did get some of his way, so he was 
able to make real cuts in income taxes on 
Tuesday. But the main guidance offered 
for the long run is the pious hope of the 
public spending green paper: “the gov- 
ernment believes it is necessary to reverse 
the process [of rising spending], to decide 
first what can and should be afforded, 
then to set expenditure plans for individ- 
ual programmes consistent with that deci- 
sion”. No postwar government has man- 


Rhubarb rhubarb 


This week, the BBC’s journalists agreed, 
in defiance of their union, but in accor- 
dance with the right of free speech, their 
own wishes and a high court order, to 
work on budget coverage with Mr David 
Dimbleby, with whom—under his news- 
paper proprietor’s hat—their union has a 
dispute. 

What a pity! If only they had forced 
liberty, the law and Mr Dimbleby to 
stand aside for precisely those 80 min- 
utes that the chancellor was speaking. 
Television viewers could then have en- 
joyed without interruption their right to 








paper’s numerous references to the pres- — 


sure for extra spending suggest that water 
has not yet begun to flow uphill. ve 


On Tuesday Mr Lawson concealed his 
constraints with some old-style cunning. _ 


He managed to finance his tax cuts by 


aged to make such a choice, and the green . 
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bringing forward Vat on imports, a once- 


for-all grab that is worth £1.2 billion in — 
1984-85. What brought him his plaudits — 
was his skill in extracting political excite- 


ment from such room for manoeuvre as | 


was left him. The budget was a tour de — 


on company taxation, now recast for the 


force of modest reform, most noticeably — 


remainder of the parliament. Mr Law- — 


son’s budget suggested that previous — 


chancellors underestimated how far pre- 
sentation (if such a notion ever crossed 


Sir Geoffrey Howe’s mind) and juxtapo- — 


sition can influence the immediate judg- — 
ment of commentators. The major 
changes in initial capital allowances for 
industry, the removal of tax relief from 
life insurance premiums and the wider 
scope of Vat were slipped in while cheers 





















were still echoing for the ending of the — 


= 


hear what Mr Lawson was actually say- f 
ing, rather than hear Mr Dimbleby and | 
his guests blathering on about what he 
had said or might be going to say in five — 
minutes’ time. And the same, with due ~ 
respect to old friends, goes for Sir Alas- — 
tair Burnet, Mr Giles Smith and their — 
guests on ITN. 

Still, there was an escape. Next year, — 
switch on steam radio, the BBC's chan- _ 
nel four on vhf. You can always go back _ 
to the dimbleburble when the chancellor — 
has sat down, and a great deal more — 
informative it will then be. s 



















= national insurance and investment in- 
= Come surcharges. ; 

The treasury had expected a rougher 
= ride from both parliament and the press, 
= which received the budget with near 
= unanimous rapture. Mr Neil Kinnock, 
= facing his first budget challenge, was 
= reduced to mouthing old campaign slo- 
= gans. The alliance parties admitted they 
could find little to criticise. 

As treasury ministers had been expect- 
ing more criticism, they had watered 
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down some proposals and dropped oth- 
ers, notably those that might have affect- 
ed interests known to be favourites of the 
prime minister. Vat on newspapers went 
this way. Company cars, overseas work- 
ing allowances, drink duties and the 
banks were treated more leniently than 
expected. Mr Lawson will have another 
crack at them, some other year. But he 
must be ruing the lost opportunity to deal 
with them more firmly in so popular a 
budget. 


Goodbye tax breaks, hello 


_A radical reform of taxes on business. The abolition of the national 
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appreciation and (bigger still) capital al- 
lowances have saved companies far more 
than they have paid in mainstream corpo- 
ration tax (see chart). Now they are under 
attack. 

Existing 100% first-year allowances for 
plant and machinery will fall to 75% 
immediately, to 50% in April, 1985, and 
be abolished in April, 1986. However, 
companies will still get an annual 25% 
writing-down allowance (on the reducing 
balance). This is not to be sniffed at: over 
three years a company will get tax relief 
of 58% of its initial spending; over six 
years it will get 82%. 

Other capital allowances will also be 
reduced. The 75% first-year allowance on 
industrial buildings is to be brought down 
to 50% immediately, to 25% by April, 
1985; it will disappear altogether in April, 
1986, leaving only a 4% (straight-line) 
annual writing-down allowance. Signif’ 


insurance surcharge; faster payment of value-added tax by importers. A | 
_ progressive cut in corporation tax rates from 52% to 35% by 1986-87 sooner—when they incur capital expendi- 
(from 38% to 30% for small companies). Scaling back of first-year ture rather than when the plant or what- 
Capital allowances: for plant and machinery from 100% to 75% immedi- ever comes on stream. 


cantly, companies will get these reliet 




































wey) Mr Lawson surprised in- 
dustry with the biggest 
change in business taxes 
for more than a decade. 
; i The hated national insur- 
ance surcharge, a 1% tax on company 
_ payrolls (brought dowņ from 3$% by Mr 
 Lawson’s predecessor, Sir Geoffrey 
Howe), is to be abolished on October Ist. 
_ The removal of this tax on jobs will save 
_ private-sector employers £335m in 1984- 
_ 85, £865m in a full year. 
Businessmen like Mr Lawson’s arith- 
metic: he intends to cut the total tax on 
business by £900m over the next two 
m years. But some are unhappy about the 
details of the budget. Importers, a strong 
by, resent Mr Lawson’s magic revenue 
ser—making importers pay Vat at the 
same time as they pay customs duties 
thin a month instead of 11 weeks). 
is change will bring Britain into line 
h the rest of the EEC and raise a once- 
or-all £1.2 billion in 1984-85. 
__ In the longer term, speeding-up pay- 
ment of Vat and the abolition of the NIS 
will pale compared with Mr Lawson’s 
complete overhaul of the structure of 
corporation tax. Any change at all is 
Surprising in view of the 1982 green 
discussion) paper that listed countless 
jections to every conceivable reform. 
Mr Lawson has decided to reverse the 
_ postwar trend to bigger tax incentives for 
nvestment. He said that encouraging 
_ low-yielding (or even loss-making) invest- 
= ments has left British industry at the 
_ bottom of the world league for return on 


pital. The chancellor wants companies _ 


ately, to zero by April, 1986; for industrial buildings from 75% to 50% 
_immediately, to zero by April, 1986. Abolition of stock relief. 


to invest only where there is a decent 
commercial return. With 3m unem- 
ployed, the 1960s’ argument for subsidis- 
ing any type of investment no longer 
stands up. 

Mr Lawson chose not to apply his logic 
to small companies, much favoured by Sir 
Geoffrey Howe. The business expansion 
scheme (BES) will continue to give inves- 
tors in small firms a tax break worth 11-12 
times the pre-tax real return on their 
capital. At least, though, Mr Lawson has 
declared farming to be a “non-qualifying 
trade”. 

The tax breaks that Mr Lawson wanted 
to cut are less spectacular, but run right 
across British industry. Relief on stock 





Corporate change 


Reliefs: 
Stock relief 


Capital allowances 
























Mr Lawson takes undisguised pleasure 
in abolishing stock relief, the allowance 
for rises in the value of companies’ inven- 
tories that merely reflect inflation. He can 
do it because inflation is so low and 
corporate liquidity strong. The Labour 
government was forced to introduce the 
relief in 1974 to prevent the bankruptcy of 
half of British industry. P 

The quid pro quo for this attack on 
cherished reliefs is a reduction in the rate 
of corporation tax—to 50% in the current 
financial year, 45% in 1984-85, 40% in 
1985-86, and 35% from April, 1986, on- 
wards. The rate for small companies 
(those with profits of less than £100,000) 
falls from 38% to 30% immediately. 

The inland revenue expects the take 3 
from corporation tax to fall by £280m i 
1984-85, £450m in 1985-86, and mor 
thereafter. But there will be a radical shift 
in the burden of the tax. About half of all 
British companies do not today pay any 
corporation tax because their taxable 
profits are so low, Mr Lawson will bring 
many into tax for the first time. Manufac- 
turers stand to lose more than most. A lot 
of them did better to pay tax at 52% on 
tiny taxable profits than they will when 
paying it at 35% on a much closer approx- 
imation to their commercial profits. 

-The effect of the changes will be 
blurred by the huge overhang of unused 
allowances and carried-forward losses, 
totalling about £35 billion. Some compa- 
nies will be unaffected by the measures 
for years to come. But one sector will be 
hit hard: the leasing industry (companies 
that lease assets in order to grab a share of 
their tax benefits). The industry is domi- 
nated by the clearing banks, which reduce 
their tax bill by buying, eg, jumbo jets 











pees then ‘eating them to airlines. Bank 
shares fell after the budget. 


North Sea ripples 

Oil companies are not sure whether to 
moan or cheer about the budget. The bad 
news for them is that capital allowances 
have been reduced, and that they will be 
tightened upstill furtherin the 1985 finance 
bill. This will cutinto the companies’ North 
Sea cash flow. The good news is that the 
reduction in corporation tax will gradually 
reduce the marginal rate of tax on North 
Sea fields: from 90% to 86% in existing 
fields, from 88% to 84% in fields given tax 


breaks under last March’s budget. 

The betting is that North Sea explora- 
tion and development was made so attrac- 
tive in the 1983 budget that it will con- 
tinue to boom. But the 1984 budget will 
probably mean fewer purchasers of stakes 
in existing fields. Last March’s tax breaks 
made it attractive for companies to buy 
oil production in order to have income 
against which to write off exploration 
expenditure. BP took advantage of this 
when it sold stakes in the Forties field for 
a big profit last autumn. The tax ad- 
vantages of such sales have now largely 
gone. 





Saving good, investment better 


4: , 
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Stamp duty halved from 2% to 1%. Measures to encourage companies 
to issue bonds. Exemption from capital gains tax for corporate bonds 
held for more than a year. New tax regimes for deep-discounted bonds, 


Euro-bonds and acceptance credits. 


=æ Mr Lawson’s maiden bud- 
get was better received by 
the City of London (see 
=) page 73) than most in liv- 

"ing memory. After the 
chancellor sat down, the Financial Times 
industrial ordinary index soared 21 points 
to a new high. Usually it droops after a 
budget. 





Small wonder that stockbrokers and- 


stock-jobbers were merry. The stock ex- 
change’s ruling council had been lobbying 
- for years for a cut in stamp duty on share 
purchases. This year, it pointed out that 
negotiated commissions would not reduce 
-e costs of dealing much since most of 
e cost was stamp duty. It also reminded 
the chancellor that, because similar levies 
either do not exist or are lower on other 
bourses, London has been steadily losing 
business—especially to Wall Street. 





1979-80 ` 1980-81 1981-82 
d indexed to RPI rise and no change in rate of 





Mr Lawson duly obliged. His halving of 
stamp duty to 1% (which will cost £450m 
this year) took effect immediately for 
stock-exchange deals. The reduction will 
also bring cheer beyond the City’s square 
mile. For home buyers, the new 1% rate 
will apply only to transfers of property 
worth at least £30,000 (a £5,000 rise in the 
threshold). Mr Lawson reckons that 90% 
of first-time home buyers will be spared 
stamp duty. 


Waking up corporate treasurers 
One of the results of high inflation in the 
1970s was the virtual closure of the Lon- 
don corporate bond market. High and 
variable interest rates made corporate 
treasurers run for the comparative safety 
of short-term bank loans. 

For nearly two years, the Bank of 
England has been trying to revive the 
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bond market. Long-term fixed-rate fi- — 
nance makes sense for both treasurers — 
and central bankers: it gives compania 
greater security, and it takes pressure" 
the money supply (provided the bonds 
are substitutes for, rather than additions — ‘ 
to, bank loans). 
The Bank has had some success— — 
mainly by refusing to sell many long- — 
dated government bonds (gilts). As the 
chart above shows, gross bond issues by — 
British companies soared last year. Ne fhe 
non-convertible loan capital issues to- — 
talled £518m, a sharp turnaround follow- — 
ing years of net redemptions. Even so, — 
these bond issues were less than a quarter 
of companies’ equity issues. In the 1960s, — 
treasurers raised roughly equal amounts — 
from bonds and equities—and relied 
much less heavily on banks. EE 
Now Mr Lawson is helping the Bank 
put this right. He is giving corporate bon 
issues a tax privilege previously hog 
by the government. In future, capi 
gains tax will not be payable on sales of 
corporate bonds if they are held for more 
than a year—ie, the tax regime for on 
will apply to corporate issues. 
The chancellor is also resurrecting y 
some measures his predecessor, Sir Geo 
frey Howe, introduced last year, so as 
to refine the tax treatment of deep-dis- 
counted bonds (which pay little or no 
interest, but are issued at a big discount) 
(b) to help British companies issue E 
bonds without setting up offshore finan 
subsidiaries; and (c) to allow compani 
to claim full tax relief on acceptance 
credit discounts. These measures we: 
dropped from last year’s finance bill- $ 
the rush to get it through before the , 
ated election. ee 
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pital taxes : 
More goodies 


investment income surcharge 
abolished; top capital transfer 
tax rate cut; capital gains tax 
retirement relief doubled; share 
options schemes encouraged. 



























































' ‘ax reliefs for personal savings and in- 
_ vestment are, in effect, this year’s small- 
business budget—and a sweet package it 


ent surcharge on unearned income over 
£7,100. The surcharge unfairly burdens 
the rewards of successful enterprise, says 
Mr Lawson, and hits the pensionless 
entrepreneur. At a full-year cost to the 
treasury of £360m, repealing the sur- 
arge will indeed cheer the small busi- 
ssman and the old (half of those who 
pay it are over 65). It will also help the 
plutocrat, as Mr Lawson did not point 
t; the richest 1% of income recipients 
get a quarter of the whole population's 
investment income. 

‘To ease capital taxes, which supposedly 
discourage entrepreneurs from building 
) businesses that they cannot easily pass 
Mr Lawson is dropping the top. rate 
paid on capital transfers at death from 
o- to 60%, which applies to estates of 
85,000 and up. Taxes on lifetime gifts 
are also reduced and simplified. On capi- 
fal gains tax, he is doubling to £100,000 
the limit for retirement relief (the gain 
which a taxpayer 65 or older can make 
tax-free from the sale of certain shares or 
a business). 

Rate bands for capital transfer tax (ctt) 
and the threshold above which capital 
ins tax (cgt) becomes payable automat- 
lly rise with inflation. Estates smaller 
than £64,000 are now to be exempt from 
and individuals’ annual gains less than 
,600. from cgt.. Indexing will cost the 
easury £55m ina full year. 

Employee. share options, like home- 
mership, are an article of Thatcherite 
aith: The number of approved savings- 
elated schemes has grown from about 30 
n 1979 to over 670 now, involving close 
oim employees. To encourage more, Mr 
Lawson is raising from £50 to £100 the 
amount that-employees can. contribute 
ax-free each month. 

-Close to 1,000 companies now offer 
hare options not. tied to savings. The 
itch is that participants- are diable to 
ome: tax on the growth in the share 
ce from the date the option is granted 
and tothe date it is exercised—even if 
'y do. not sell the shares; Mr Lawson 
roposes.to get rid of income tax liability 
n some new schemes, catching any profit 
capital gains. tax when the shares:are 











i actually disposed of. 








‘It-starts with scrapping the 15% invest- : 








As a reformer, Mr Tat s goal i is to 
get rid of tax provisions which distort 
savings and investment. As a politician, 
he is less than consistent, especially when 
dealing with personal savings. He gets rid 
of tax relief on life insurance premiums— 
but does nothing to reduce the tax privi- 
lege on pensions and mortgages, and 
actually increases it for share options. 
Food for thought next year. 


Life assurance and banks 


Ouch 


No tax relief. on life assurance 
premiums on policies taken out 
after budget day. Banks to deduct 
standard-rate tax on depositors’ 
interest payments. 





It was first introduced in Britain in 1799 
by William Pitt the Younger, scrapped 17 
years later after the Napoleonic wars, and 
reintroduced by William Gladstone in 
1853. Tax relief on life-policy premiums 
has been a feature of the insurance indus- 
try ever since—at least until March 13th, 
when Mr Nigel Lawson decided to abolish 
the 15% relief (half the standard rate) on 
most life policies taken out after that 
date. Poticies written before then will be 
unaffected. 

“Qualifying” policies which attracted 
tax relief include regular (eg, monthly- 
paid) premium endowment policies, 
many of them linked to mortgages; con- 
ventional and unit-linked policies of 10 
years’ duration or more; and term assur- 
ance. In 1983, the total new premiums for 
qualifying policies amounted to £1.35 


“billion. This was admittedly a boom year 


for the life assurance industry, because 
the introduction of Miras {mortage inter- 
est relief at source} made low-cost endow- 
ment mortgages more attractive than tra- 
ditional repayment.mortgages. 

How will the life assurance business be 
affected? Demand for pure protection 
(ie, term) assurance is unlikely to change. 
Unit-linked savings business (worth over 
£300m a year) will suffer, deservedly. Of 
the savings-orientated (eg, mortgage en- 
dowment) schemes; the removal of: life 
assurance premium relief will eclipse all 
the benefits. thrown up by Miras, and: . 
home buyers are more likely to opt for a 
straight repayment mortgage. 

Longer-term, some life offices, forced 
into the business of pure life assurance, 
rather than savings, must rethink their 
ae Many, such as Legal and Gener- 

, Prudential and Sun Alliance have 
saree against the new tax regime’ 
roughly 60% of their business is pensions — 
management. For others, such as London. 
and Manchester and Pearl, it is less than 

15%. They should eventually “become 
more broadly based. offering’.a. wider 
range of financial services to the public. 

Over at the banks, Mr Lawson has: 
decided to help tax collectors by squeez- 
ing the poor. From April 5, 1985, bank 
interest received by individuals resident 
in Britain will be taxed as building-society 
interest. is now. Basic-rate tax will be 
withheld from the interest before it is 
paid, and the banks will pay over a big i 
lump sum to the taxman in lieu. 

The result? Fewer tax collectors and an 
effective rate of returh on non-taxpayers’ 
bank deposits 30% less than for every-. 
body else since they will notube able to 
claim back the tax paid on their behalf, 











A bit more for the poor 


Basic tax threshold raised by 123%, with higher bands up by 53%. 


Nigel Lawson an egalitari- 
an? The idea is not so far- 
fetched. He raised most of 
the income-tax thresholds 
by 33%, the minimum 
needed to offset inflation in the past year. 

But he raised the tax-free allowances. by 
7% more. The married man’s allowance, 

at £3,155, will be the highest real devel 
since 1945—though at 34% of average 
earnings, it remains low by international 
standards. Compared with merely index- 


ing the basic thresholds, the change will © 
take an extra 400,000 people out of: theo i 





or Jess in the coming year to maintain 





tax.net, costing around £900m in 1984-85. 

Britain's taxation of earnings will be 
more “progressive” than before. The 
chart on the next page shows. that Mr 
Lawson has restored average tax rates for 
those with twice or five-times average 
earnings rough ly to where they were after 
last year's budget. But those on average 


‘or (especially) half: average. earnings have 


had their tax rates cut quite, sharply. ` 
They will need a. wage increase of H% 







their real po 















Cut at the bottom 
| Average tax rates* at four earnings levels 
I Five times average earnings 
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June 80 81 82 8 84 
1979, March reeel 
« £5,270 £7,310 £8,650 
"6.470 £8,030 £9,300 gog 7 Average annual earnings 


For a married man with two children, taking account of national 
insurance and child benefit 









be’ more militant (see table). 
Effects on incentives lower down the 
; income scale—-the poverty and unem- 
yloyment traps—depend on changes to 
ocial-security benefits to be announced 
in June. Child benefit, unemployment 
benefit, etc, will probably go up by no 
more than inflation in the year to May. 
Last year the inflation rate reached a low 
in May, so critics accused the government 
of penny-pinching. This year could be the 
opposite, because Vat will start being 
applied to take-away food in May, boost- 


ae What you" need to keep ahead 


then to’ have’ the 
same real post-tax 


; R have been earning income in a year's 
this... timet you. need a 
tise in the next 
: a wage round of: 
> £ per week (pre-tax) % 
Half average 89 11 
Average 179 25 
2x average 357 26 
c 5x average 894 5.78 


= -Married man; wife not working, with ia children under 16, 
© “allowing for cid berali charge tax and: national insurance And 
_ indexation of chi 












....Mr.-Harold- (now Lord) L 


ing the 12-monthly rise in retail prices to 
what could well be a high for the year. 

The large increase in the basic thresh- 
old will reduce the number of poor people 
who pay high marginal rates of tax-cum- 
benefits, ie, those caught in the poverty 
trap. But very few of the 400,000 taken 
out of tax are trapped; many are part- 
time workers or young people without 
dependants, not entitled to state benefits. 
Few heads of households earn less than 
£3,155 a year, the new basic threshold, so 
the deepest part of the trap is untouched. 

Now that unemployment benefits are 
taxed, the effect of the higher tax-free 
threshold on the unemployment trap may 
even be perverse. It gives the same week- 
ly cash benefit to many unemployed peo- 
ple as to. those in work; since workers 
generally have higher incomes, it gives a 
bigger proportional benefit to those on 
the dole. A better way of reducing both 
traps would be to abolish the married 
man’s tax allowance and use the proceeds 
to raise child benefits. 


Perks and privileges 
Going slow 


Company cars braked slightly. 
More tax for travelling Britons and 
for foreigners in Britain. 


Foreign banks eager to protect their expa- 
triates working in the City will be knock- 
ing at the chancellor’s door next week. 
Nobody else need bother: faced with 
Britain’s army of sectional tax subsidies 
and employee perks, Mr Lawson’s re- 
forming zeal has turned tail and fled. 

Among the dotty tax reliefs, one, belat- 
edly, is for the chop. At present, the 
British-based Briton who works abroad 
for 30 days or more in a year pays no tax 
on a.quarter of what he earns while away. 
This legacy of the Healey days, when 
selling abroad was the highest civic virtue, 
is to be halved this year, abolished next. 

More important, though this is more of 
a salami-slice than a chop, is the cut to 
come in the 50% tax relief now available 
to foreigners working in Britain for for- 
eign employers. This concession will sur- 
vive untouched for three more years, be 
halved for a further two and vanish en- 
tirely in 1989-90—provided Mr Lawson's 
(and his successors’) nerve holds. 

The well-organised foreign lobby is 
already muttering that London’s status as 
an international business centre will fall 
to that of Bauerndorf-les-Deux-Pissoirs if 
foreign executives have to pay tax like 
everybody else. There is a precedent: Mr 
Healey tried much the same thing, the 
Greek shipowners leaned on him through 
ver and he 






- simon-pure enough to admit he does le: 


indirect taxes _ 













collapsed. 
As for perks,. ae notiona i 
company car and fuel is to go up 
10% in 1985-86. Extra tax for a wel 
executive. who drives a Rover 2300 
gets both: say 40% on the extra £15 
£60.. That cost falls to £30 if he 
18,000-plus miles on duty, £75. 












than 2,500 miles. No other perks 
all, not even the luncheon voucher. 

The biggest thing the -chancello 
done is what he has not done, The | 
threshold at which employees: becom 
“higher paid”, and therefore subjec 
taxation on benefits in kind, remai 
where it has been for five years, at £8,500 
If it had been raised in line with inane 
it would now be £13,000. ar 




































































Wine by the Bint 


Beer up 2p a pint, wine down 18 
bottle, spirits up 0p; ;10p more 
20 cigarettes; petrol and car tax 
with. inflation; heavy lorries pa 
more tax, light ones less. 









Nobody could accuse Mr Lawson of be 
a killjoy: he doesn’t have the build 
his budget still taxed Britain’s vi 
raised almost every excise duty he: 
some by more than was needéd to: 
tain their real value, They will bri 
£840m in extra revenue in 1984-85 (£86 
in a full-year), and will boost the t 
price index by roughly 0.5%. 

The biggest chunk of extra reven 
(£330m) comes from tobacco. The cha 
cellor listened to the doctors and’slap 
10p on-a packet of 20 cigarettes, t 
times more than needed to match the: 
of inflation. There are similar incre 
for handrolling tobaccos and cigar. 
none—again—for pipe tobacco. To 
companies are predictably predicting 
saster—ie, a.5% drop this year in 
rette sales, which have been falling f 
decade anyway. But the new increase 
puts the tax back where it was afte 
last budget—at 74% of“ the por 








from higher fuel taxës. Petrol (up 4 
gallon) and derv (up 3p) are`raise 
line with inflation, but the duty on/p 
fin (used-mdstly and dangerously. by 
elderly poor to heat ‘their homes 
abolished. 

‘Higher vehicle excise duties (rais 
with inflation) will bring in £t10m: 
owners, faced with an extra £5 in road 
and dearer petrol, will pay £18:50 mor 
year, the Automobile Association: rec 
ons. Not.a lot..Some heavy road hau 






“France 


‘Retail price in pence 






a Hacer Gabe: Though taxes on 
mmoercial vehicles. overall will rise only 
much as inflation, lighter lorries (under 
tonnes) will pay up to 13% less, and 
g- long-haul ones. (over 13 tonnes) 
ly. 7-9% more: Dearer derv and 
er duty could cost the. industry over 
m_a year, the Freight Transport Asso- 





one Pre-tax price : 


re and ®post-budget 












aures converted at March 13th exchange rates. (1) Standard 74 ci bottle. (2) Pint. (3) Packet of 20. (4) Litre of 4-Star. 


a . sandwich? 


ciation says. 

Booze was almost the best-kept secret 
in the budget. Everybody expected Mr 
Lawson to do something to placate the 
European court of justice, which had told 
Britain to stop taxing (imported) wine so 
heavily to protect (mostly domestic) beer. 
But what he did—2p on beer’s pint (twice 
inflation), 18p off wine’s bottle 
kinder to wine drinkers than most expect- 
ed. Brewers are cross that wine will taste 
better than ever; its sales were up 13% 
last year, and it is weaning customers off 
spirits as well as beer. Distillers got off 
lightly with just 10p per whisky. bottle, a 
2% increase. And beer’s other competi- 
tor, cider, up by 3p, is still only half as 
heavily taxed as beer. 

After all the ritual grumbles, the chan- 
cellor’s changes leave most excise taxes at 
the same percentage of purchase price as 
last year, or lower—though higher than 
when the Conservatives came into office 
(see chart). Are British consumers over- 
or under-taxed for their vices compared 
to their continental counterparts? An- 
swer, from the table: overtaxed on booze, 
about average on cigarettes and petrol. 





Value-added tax 


Taxing tandoori 


Vat to cover take-away food and 
certain types of building work. 





Eat fish and chips in a restaurant and you 
will pay value-added tax. Take them away 
and you won't, The anomaly is clear— 
and worth a pot of money. So Mr Lawson 
is bringing all hot take-away food and 
drink into the Vat net; until now, they 
have been zero-rated. The change will 


take effect from May Ist, and bring inan- 


extra. £125m in 1984-85. In a full year. 
when the Vat receipts are flowing steadi- 
ly. the taxman will get £200m. 

McDonalds will object, of course. So 
will all those entrepreneurial (and: Tory- 
voting?) Indians and Chinese: who run 
take-away restaurants, and the working 
mums who deliver food for smart London 
dinner parties. Taxmen may have trouble 
defining what is “hot: a 











extending the scope of Vat. This year th 


bacon: 


indirect taxes 
as % of total tax. 
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*Estimate tForecast. 
The chaieeltor hopes he has ended 
some-ambiguities by his second change in 
the coverage of. Vat. He is bringing in 
various kinds of buildings—garden sheds. 
and greenhouses—and also alterations to. 
houses and offices, Until now, repair and 
maintenance work hasbeen. taxed, but ~ 
alterations have been exempt. That en-~ 
couraged a lot-of borderline fiddling— 
witness the £250m that the new tax is: 
expected to raise in. 1984-85 (and: £450m 
in a full year). By including alterations, 








however, the government will boost the - 
black economy: people who might- once 
have had their houses “altered” will now 
try to get the work done for cash. ee 
The two changes will bring in £375min: 
1984-85. compared with only £330m from 
the next largest-rise in indirect taxes, the 
higher: duties on tobacco. All this -is 
hardly the “substantial switch” from di- 
rect to ‘indirect taxes that Mr Lawson 
claimed. he was making: the share of 
indirect taxes-in total revenue. will rise = 
from 33. 2% in 1983-84 to an estimated — 
34.2% in 1984-85 (see chart above). k 
Within. that total the Vat slice will in- ~ 
crease more sharply. 
Even without raising the rate, Mr Law 
son has shown how much he could gain b 

























For those moments... The Scotch. (§ Dally 
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A distinctive whisky, aged in oak casks for 12 years. [2r ARS OLD 
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How a 


Fujitsu computer system- 
brought daddy home 
to Setsuko 


Setsuko Nomura is the most 
precious possession of her father 
Tetsuo, a young office worker in 
the shipping division of the mam- 
moth (over 23,000 tons/day output) 
Chiba Works of Kawasaki Steel. 
And he is her precious possession 
too. 

There was a time when 
Setsuko seldom ever saw her 
father, because he had to work 
many of his evenings — and mid- 
nights too — to keep up with the 
24-hour pace his factory had to 
maintain to guarantee the quality 
of its products. But one day Fujitsu 
stepped in, and brought Setsuko’s 
daddy home. 


‘Optical-Communicating 
Computer’ 


Fujitsu accomplished that 
miracle by installing a large- 
scale factory automation system 
at the Chiba Works to automate 
such tasks as inventory control, 
quality control, and billing and 
shipping control. It was no ordi- 
nary system, but a futuristic ‘opti- 
cal-communicating computer’ 
system incorporating three very 
large-scale computers and hun- 


O 
FUJITSU 


Fujitsu. Limited -Tokyo. Japan 


dreds of terminals, linked together— 
over an area the size of a small 
city — in an optical fiber local area 
network. The system tied into the 
Works’ existing computerized 
manufacturing control system and 
so utterly streamlined operations 
that it almost totally eliminated tons 
of tedious paperwork, days of in- 
ventory/order delay, and night shifts 





Continuous casting mill at the huge 
Chiba Works of Kawasaki Steel. 
Kawasaki boasts a highly auto- 
mated plant, with most processes 
computerized. Its recent installa- 
tion of a totally integrated Fujitsu 
computer system brought most of 
its clerical tasks on-line. 





in the shipping department. For 

the first time Setsuko’s father could 
go home before dark every night. 
He is a man who, understandably 
enough, thinks very highly of Fujitsu. 


Who is Fujitsu? 


Fujitsu is Japan’s number one 
computer maker. It makes every- 
thing from one-chip micro-com- 
puters to extremely large-scale 
systems. Fujitsu is also one of the 
world’s leading makers of telecom- 
munications systems and equip- 
ment, with projects completed in 
dozens of countries. 

Because of its unique dual 
computer-communications exper- 
tise, Fujitsu is ideally positioned to 
play a major role in the information 
revolution that is now gaining force 
in the world. It will be helping to 
put a computer on your desk, and 
to tie your telephone into a mind- 
expanding network of information 
services. It will be helping to lift you 
beyond the age of the computer 
to the era of the communicating 
computer — to remarkable systems 
that can do miraculous things. 

Like bring a young father home to 
his little girl. 


Japan’s number one computer maker. 
And a world leader in telecommunications technology. 
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scal fudge, monetary mist 


Public borrowin 
wth targets o 


7 Last November a stern- 
faced Mr Lawson warned 


necessary to keep the 

_ public-sector borrowing 
ement (PSBR) down to £8 billion in 
. Ön ae E oozing bonhomie, 


ourse; “but do the sums add up? 
hey look even more uncertain than 
¿Mr Lawson is aiming for a lower 
in 1984-85 than Sir Geoffrey Howe 
id pencilled in a year ago: 24% of gdp, 
pared with 23%. For three years in a 
, Sir Geoffrey had been forced to 
tease the PSBR above his original 
gets: Mr Lawson is saying that he will 


- Much will depend on how fast the 
onomy grows. The treasury is forecast- 


4 when growth has been faster 
an the treasury initially expected, the 
BR ooks like overshooting its original 


ntrol public spending. Aaa debt 
st, spending is now reckoned to 
ave been about 14% higher in 1983-84 
an the government had planned. If 


nding goes that much over target: 


` tin} the 1984-85 PSBR will turn out at 

4 billion. 
- Another source of trouble could be the 
North Sea. The treasury has repeatedly 


Too low, then too high? 


“North Sea oil revenue 


down to a planned £7} billion in 1984-85. Monetary 
of 6-10% for sterling M3 and 4-8% for MO. 


been too cautious in forecasting revenue 
from oil and gas taxes (see chart). They 
now look like producing £1 billion more 
in 1983-84 than the treasury was expect- 
ing a year ago. That bonus was caused by 
(a) higher production and (b) sterling’s 
weakness against the dollar, which boost- 
ed the sterling value of taxes. 

The treasury may have swung from too 


Cheerful chappies 


An already bullish trea- 

sury has grown bolder 

since the chancellor’s 

4 November statement. It 

a= has raised its forecast of 

gdp growth this year from 2.8% to 3.1% 

(though after rounding, the number was 

published as 3% both times). And the 

chancellor expects inflation at the end of 

1984 to be no more than the 44% he 

predicted in his autumn statement, even 

though higher indirect taxes will add ł% 
to the retail price index. 

There are three causes for this cheer: 
@ Consumer spending. The treasury has 
raised its forecast for growth in 1984 
from 2.5% to 3.4%. It is counting on 
people spending the extra cash they will 
get from the 123% rise in the tax-free tax 
threshold and the 53% increase in other 
bands. 

@ Investment. Last November the trea- 
sury was forecasting that investment 
would rise by 4.1% In 1984. Now it is 
hoping for 6.4%. Higher profits and 


strong consumer’ demand have already ` 


raised businessmen’s invéstment plans; 
Mr Lawson’s decision to phase out capi- 
tal allowances should encourage firms to 
bring these- plans forward. 

@ Exports. The treasury takes a more 
cheerful view of world economic growth 
in 1984, and is also heartened by the 
recent-rise in British exports. It is raising 
its forecast of export growth this year to 


Treasury’s forecast 


% change over previous period at annual rate 
Gdp onsumers' 
expenditure 


+3,7 +27 
+3.4 —0.4 
+2.5 nil 

: andhalf +3.2 +3.8 nil 
1985 isthaif +2.1  +1.6 +0.8 


“goods and services ¢change in stockbuilding as % of gdp 


current 


expenditure 


1983 +2.8 
1984 +3.1 
1984 fsthait +3.7 


Government Fixed 


now expecting North Sea revenues of £1 
billion in 1984-85, compared with the 
billion it had guessed a year ago. If its 
hopes are confounded by cheaper oil-ora. 
falling dollar—both quite possible—up_ 
goes the PSBR. : 

While parts of Mr Lawson's arithmetic. 
look shaky, the whole has been saved by. > 
changing the rules for paying Vat on. 
imports. That will give the treasury a: 
once-off bonus of £1.2 billion in 1984-85, 
Without it, Mr Lawson’s image as tough 
fiscalist but generous tax-cutter would 
never have got off the ground. 


Tighter money 

The chancellor's monetary face loo 
only slightly more plausible. Mr Lawson 
has dropped two of the measures of 


5% from last autumn’s guess of 4%. 

When othér forecasters take the bui 
get changes into account, they will be 
more bullish as well. But instant reaction 
from the City suggests that few share the . 
treasury’s confidence in gdp growth of 
3% this year. 

Nor are City folk as optimistic about: 
inflation as Mr Lawson, though the trea- 
sury has reason to be pleased with i 
forecasting record. It is now expecting 
the 12-month rise in retail prices to be 
running at 44% by the end of this year, 
falling to 4% for two years, and to 3% by - 
1988-89. 

Lower mortgage interest rates (proba- 
bly) and a slightly stronger pound (possi- 
bly) would help to offset the price-raising: 
tax changes that Mr Lawson announced 
for this year. But the longer-term trend 
in labour costs is worrying. Earnings 
refuse to rise at much less than 73-73% 
Higher productivity has so far kept unit 
labour costs in check, but few expect it to 


‘keep growing so quickly. 


The greatest risk to the chancellor 
forecasts comes from public spending: 
his targets, announced in February's 
white paper; will be hard to meet. Mr 
Lawson has kept some elbow room by 
fixing the PSBR at £7 billion a year for 
the next five years. This gives him scope 
for tax cuts (and/or spending increase: 
adding up.to £13} billion between 1985- 
86 and. 1988-89. 


Exports” tmports* Stock 


buildingt™ 


+08 
+0.4 
+0.6 

nil 
+04 «> 


investment 



































money supply that had been used as 
= targets, M1 and PSL2, though he says he 
_ will still watch them. 
= @ M1 was no longer a good guide to the 
money available for spending, because a 
= growing chunk of it is made up of interest- 
bearing deposits. It is being replaced by 
= MỌ, the monetary base which contains 

: 4 notes and coins plus banks’ deposits at the 
= Bank of England. The treasury reckons 
that MO is useful in signalling changes in 
-short-term interest rates. MO has risen by 
= 64% in the year to February; its target 


Hoping that it would be 
missed in the budget- 
day bustle, the treasury 
has produced a discus- 

=— sion paper on public 
spending over the next 10 years. It is a 
belated response to a controversy 
sparked in 1982, when The Economist 
published details of a report by the 
= | government’s think tank, the now-de- 
| funct central policy review staff. That 

f study had claimed that Britain was head- 
ing for a public spending crisis. Its arith- 
metic failed to convince most outsiders, 
who thought the report was being used 
to scare departments into cutting their 
spending. Only now has the treasury 
been drawn into public debate, thanks to 
prodding by a house of commons select 
committee. 

It is easy to see why Mr Lawson 
wanted to stay aloof. His green-paper is 
not at all scary. Between now and 1993- 
| 94, it says, the chancellor will be able to 
increase public spending in real terms, 
reduce the tax burden substantially, and 
at the same time cut the public sector 
rova requirement (PSBR) from its 
present 34% of gdp to just 1%. Quite a 
change from the earlier think-tank study, 
which had forecast a PSBR of 7% of gdp 
by 1990. 
| ` The think-tank differed from the trea- 

= sury for three main reasons: 





including debt interest) 
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: _ * Assuming 214% annual gdp growth and constant real public 


_ Public-sector expenditure, receipts and borrowing 
as % gdp 









t Assuming 11⁄2% annual gdp growth and 1⁄2% annual real public expenditure growth 


range of 1984-85 is 4-8%. 


@ PSL2, the broadest measure of pri- 
vate-sector liquidity, had more to recom- 
mend it than M1. But the treasury feels 
that one measure of broad money is 
enough, so it has stuck with sterling M3— 
which has the supposed merit of reflecting 
the pressure from the PSBR. But it can 
also be perverse, growing when interest 
rates are raised to restrain it because 
money is pulled into interest-bearing de- 
posits, which account for 55% of sterling 
M3. Sir Geoffrey Howe got into this bind 


Who’s afraid of the 1990s? 


@ The treasury expects economic 
growth to be faster, 23% a year up to 
1988-89, and then 1}-2% a year until 
1993-94. Rising incomes mean that a 
given volume of public spending can be 
paid for with a smaller proportionate tax 
burden and/or a smaller PSBR. The 
think-tank’s low-growth case, which had 
produced the 7% PSBR projection, as- 
sumed growth of only ł% a year to. 1985- 
86, and 4% a year between then and 
1990-91. 

@ Public spending should grow more 
slowly, hopes the treasury. Up to 1986- 
87 its new study repeats the figures in the 
recently-published public expenditure 
white paper; spending will stay roughly 
constant in real terms. The treasury 
extends this assumption to 1988-89, and 
then allows real public spending to grow 
by up to 1% a year until 1993-94. The 
think-tank report had looked at public 
spending programme. by programme, 
and in many cases (eg, defence, housing) 
had built in faster real growth. 

@ The green paper does not make an 
independent forecast of tax revenues. It 
simply works out what revenues will be 
needed, on its assumptions about spend- 
ing, to hit a PSBR target of 1% of gdp by 
1993-94. This sweeps aside the think- 
tank’s (always implausible) worries that, 
even on “unchanged policies”, higher 
economic growth might reduce the share 


Forecasts for 1993-94 on four 
assumptions 


D 
a ae ASC 


public 
expenditure 1100 
Wh 2 1%22 





1993-94~ 








in 1980; Mr Lawson cannot be sure o! 
escaping it. The target range for sterling 
M3 has been lowered from 7-11% ir 
1983-84 to 6-10% in 1984-85. 

Mr Lawson was hoping that a muck 
lower PSBR plus only a slight reductior 
in the monetary targets would bring 
cheaper money. The banks promptly 
obliged, cutting their base rates by half z 
percentage point on Wednesday. The 
building societies were due to meet this 
Friday, March 16th. If they cut the mort- 
gage rate, the Tories’ cup will run over. 


of tax revenues in gdp, and thus force up 
the PSBR. 

Together, these three changes mark a 
new approach to long-term public spend- 
ing. The chancellor has given the PSBR, 
for all its economic deficiencies, yet 
another promotion. As well as being the 
centrepiece of his five-year financial d 
strategy, it has become the target for his 
public-spending plans well into the 
1990s. And the treasury is no longer 
saying that, without a big change in 
policy, the state will gobble up more and 
more of gdp. The new view is that 
present policies will make everything all 
right, if only the government can stick to 
them. 


Too cheerful 

The green paper has wisely avoided the 
think-tank’s gloom, only to create its 
own unrealistic cheer. Although it dis- 
cusses the pressures for higher spending 
in different programmes, it never goes 
far enough—for obvious reasons—to 
cast doubt on published spending plans. 
Yet the government knows that holding 
total spending constant in real terms will 
need cuts in some ministries, because 
others—like defence—are going to in- 
crease their budgets. The chances of 
getting those cuts are hardly discussed. 

More serious problems lurk after 
1994. By then, the government will not 
be able to “control” spending by selling 
state industries, as it does in the white 
paper plans. Revenues from North Sea 
oil will be worth only 13% of gdp, 
compared with 3% in 1983-84. And, as 
the oil money runs out, the government 
will have to spend more on the state 
earnings-related pension scheme 
(Serps). The Institute for Fiscal Studies 
estimates that this scheme, which costs 
next-to-nothing now, will cost an extra 
£7 billion-9 billion (at 1983-84 prices) in 
2010, and around £20 billion by the time 
it reaches maturity in 2030. 

The green paper does little more than 
mention these issues. It refuses to discuss 
radical options for change. By presuming 
that existing plans make sense, it reveals 


:- no more than the truism that a growing 


economy can afford higher public spend- 
ing. The question the treasury must start 
to discuss is whether that is what Britain 


_ wants or needs. 














Black days at the pithead 


The outcome of the worsening miners’ 
dispute could have a more lasfing effect 
on the British economy than Mr Lawson's 
budget. What was being played out this 
week was the first nationwide test of the 

yvernment’s employment laws, under 

hich an injunction was granted to the 
National Coal Board by the high court on 
Wednesday. It ordered the withdrawal of 
flying pickets, mostly of Yorkshire min- 
ers, ‘who were blockading pits in the 
Midlands. The injunction was fiercely 
attacked by Mr Arthur Scargill, but the 
immediate result was a withdrawal of the 
pickets. Not for long. Within hours most 
were back in place, and at Ollerton col- 
liery in Nottinghamshire one of them was 
dead (nothing to do with the violence that 
had already marked the picketing there, 
said the police; the miners’ union said he 
had earlier been hit by a brick). 

By the time the injunction was granted, 
the union had used picketing muscle to 
close three quarters of Britain’s coal 
mines. Only 42 out of a total of 174 mines 
were open, mostly in the high-bonus 
earning (and mortgage-paying) areas of 
Nottinghamshire, Derbyshire, Warwick- 
shire and Leicestershire. 
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The miners’ executive—effectively Mr 
Scargill and his new general secretary, Mr 
Peter Heathfield—had decided to back 
regional strikes by areas such as York- 
shire and Scotland. The leadership 
wished to avoid holding a national ballot 
of members on whether to strike or not: a 
55% majority would be needed for strike 
action and might not have been forthcom- 
ing. Mr Scargill was playing his last card. 
The coal board, knowing the divisions 
among the miners, was determined not to 
back down on pit closures or revise its 
5.2% pay offer. 

In fact, Mr Scargill might—for the first 
time—have won a national strike ballot. 
Opinion-poll evidence from a Mori sur- 
vey last week showed 62% of miners 
ready to strike against pit closures, albeit 
equally many doubted a strike would 
have much effect. 

Flying picketing began in earnest this 
week when some striking Yorkshire min- 
ers were infuriated by the coal board’s 
decision to abandon two pits in Barnsley. 
The local NUM executive deployed pick- 
ets with almost military precision across 
the Nottinghamshire coalfield, which was 
showing a marked reluctance to join the 


strike. 

Yorkshire miners are experienced in 
pitched picketing battles. Their victories 
against the police in the early 1970s 
(notably the closure, under Mr Scargill’s 
personal leadership, of the Saltley coke 
depot in 1972) have gone down in mining 
folklore. The miners’ leaders trust that 
their members’ flagging solidarity will be 
revived, now that the courts and the Tory 
labour laws have come into play. 

So far, the pickets have set miner 
against miner in Nottinghamshire, Der- 
byshire and Lancashire, three areas 
where the local leaders proposed local 
strike ballots and would have been happy 
to lose them. But, despite police efforts to 
clear the way for miners wanting to work, 
few have dared to force their way through 
the pickets and even the holding of the 
ballots was in question. In South Wales 
and Scotland, on the other hand, initial 
reluctance to strike at some pits gave way 
fairly easily to the traditions of solidarity. 

The government is taking the threat of 
a full-scale national coal strike seriously. 
Chief constables have been put on alert. 
Long-standing contingency plans are be- 
ing dusted off. 

The key to a national strike would be 
the power stations, There is enough 
mothballed oil and nuclear capacity to 
meet electricity demand through the 
spring and summer without even touching 
the 26m tonnes of coal piled up in the 
power stations. But, while the power 
workers would probably be prepared to 
cross peaceful picket lines, the miners 
have the strength (though possibly not the 
will) to blockade them for a time. 

Even if the NUM leadership is ulti- 
mately defeated, a strike could close the 
pits for months. Economically, that 
would be of little significance. But, politi- 
cally, the sight of the miners slitting the 
throat of their own geriatric industry 
might strengthen the government’s re- 
solve to make further inroads into what is 
left of the unions’ power. 


Electricity 


Prices and powers 


Londoners should not, yet, assume that 
their electricity prices will rise this year. 
Help may be at hand. Last autumn the 
energy department and the treasury hag- 
gled over utility prices. As usual, the 


55 








department and the electricity supply in- 
stry reminded the treasury of the lim- 
_its, imposed by nationalised industry stat- 
‘utes, on their power to set prices. This 
argument is usually just a bargaining chip. 
This year it may undo the treasury’s 
position. 
The main short-term cash control on 
nationalised industries is the external fi- 
ancing limit (efl). Most nationalised in- 
dustries make heavy losses, and the efl 
merely puts a cap on their government 
subsidy. But electricity is profitable; its 
efl'is said to be negative, meaning that it 
pays money to the treasury. In November 
the chancellor announced an efl of minus 
£740m—an increase of 70% in electric- 
y’s contribution to public funds over 
1983-84. At the same time Mr Peter 
Walker, the energy secretary, reluctantly 
said that domestic electricity prices 
should rise by 2%. The industry was 
dignant, saying it could pay its dues to 
the government without raising prices. 
‘None the less, under pressure, the 
electricity council, which coordinates the 
industry and finances capital projects, 
agreed in January to recommend the 2% 
hike to the largely autonomous area 
boards, and suggested the amount that 
ch might contribute to the efl. The 
ndon -Electricity Board (LEB) was 
asked for £71m. But it owes the council 
no money; the contribution would be by 
way of a “loan”. 
nter the London Electricity Consulta- 
tive Council, a statutory body of consum- 
representatives, fresh from skirmishes 
with the LEB over tariffs, and well 
ocked with economic and legal exper- 
+ It thinks there is something odd 
hen a public corporation, with monopo- 
wer, debt-free, and already charging 
highest tariffs in the country, raises its 
prices once more to “lend” money to 
another corporation. Its legal advice now 
that the LEB has no power to make the 
oan” of £71m. How, in particular, can 
th imposition be squared with the LEB’s 
utory duty to secure the cheapening of 
electricity supplies? 
In a pleasing irony, the consumer coun- 
cil has now asked the LEB to co-operate 
in a “friendly action” to get the legal 
tion straight. The LEB should grab 
e chance to reassert the primacy of the 
dustry’s commercial judgment over the 
sury’s enthusiasm for lowering the 
public-sector borrowing requirement. 
house of commons energy committee 
be a useful ally. It was disappointed 
tthe electricity council did not stand 
irm On its original claim to be able to 
et-the efl without a price hike. 
he government will publicly pretend 
t all this is. an internal squabble within 
industry. Privately, itis worried. If 
ppity, there is no 







telling where 

treasury- is desperate to keep matters 
involving efls and other controls of na- 
tionalised industries out of the courts, 
because it knows they have no legal basis. 
That was why it was so keen to settle 
when airlines sued over increases in land- 
ing charges at Heathrow. The London 
consumer council is. advised by the same 
barrister who acted for the borough of 
Bromley in a successful challenge to Lon- 
don Transport’s pricing policy- Then 
London Transport. was trying to push 
consumer prices down, in the name of 
socialism; now the government is trying 
to push energy prices up, in the name of 
cash. 


Defence 


Unity is strength 


Every British minister of defence since 
1964, when the armed forces were put 
under a single department, has tried to 
streamline that department. Most have 
been unsuccessful. Mr Michael Heseltine, 
the present minister, this week published 
his bold proposals for a substantial reor- 
ganisation as a consultative paper. His 
motives, like those of his predecessors, 
are twofold: to save money, and to cut 
down on inter-service squabbling and 
rivalry in order to gain ministerial control 
of the place. He can expect a fight. 















Gloom in South Wales, high hopes far- 
ther north. That was the tale of a week 
full of news of the foreign investment 
which, for Wales as for Scotland, has 
been the lifeline to new manufacturing 
jobs. 

Part of the bad news was expected: 
Nissan has formally ruled out possible 
sites for its new car assembly plant in 
Gwent and South Glamorgan. In con- 
















hill from Merthyr Tydfil, got a rude 
shock. The town was all ready to cele- 
brate the rescue of its Hymac excavator 
plant, which went under last autumn 
when its German parent did. Only hours 
before they were due to sign, the rescu- 
ers, the giant South Korean conglomer- 
ate Daewoo, pulled out. 

Up north, 
contention for Nissan’s favours, on Dee- 
side at Shotton, on a site next to the 
abandoned British Steel works. The Jap- 
anese were due to make a further inspec- 
tion this Friday, March 16th. The two 
English east-coast sites left on Nissan’s 
short-list appeared to have... better 
chances. But Welsh hopes were buoyed 
up by their one sure success: the an= 
nounced arrival of Shar 





















Wales feels the wind from the east 


trast, the people of Rhymney, over the` 


the Welsh were still in- 


$ , was appointed. by Mrs 
Thatcher because she respected his tough: . 
management techniques. He will need’all 
of them. Soon after taking office, he 
found out that the supposed integration 
of the services at staff levels had never 
really happened. His green paper com- 
ments tartly: “I do not like finding, as I 
have done too often, significant differ- 
ences between working practices and the 
formal structure.’ 

To correct the situation he proposes a 
fully unified defence staff, of both civil- 
ians and military men. The service chiefs. 
would be responsible for running their 
services, but would have. little to` say 
about policy, planning, future require- 
ments or operations, all of which would 
be handled. by the. defence. staff. The 
boards for the admiralty, the army and 
the. ait force still appear on. Mr Hesel 
tine’s new organisation chart; but they ar 
probably destined to be swallowed up: b 
the three humdrum executive committees: 
for ‘service personnel and logistics. An 
office of management and budget will be 
set up under a second permanent under- 
secretary to tighten financial control, The: 
three high-ranking officers who aré vice- 
chiefs of the services would go, presum- 
ably along with a good many of their 
subordinate bureaucrats and senior offi- 
cers. The saving could be substantial. i 

Mr Heseltine’s new organisation would = 
place the chief of defence staff and the 
civilian permanent under-secretary on an 






















































































recorders at Wrexham, 12 miles away. 

Sharp will join eight | other. Japanese 
manufacturers in Wales, including four 
of the big electronics companies. One of ©! 
the eight, Hoya Lens, is already: in 
Wrexham, and the two together, Welsh- 
men hope, will attract Nissan to makea- 
third.. Maybe. But North: Wales has a 
much stronger argument. Though it is f 
within. spittin: distance of Merseyside, 
its labour relations (not least at the 
Shotton, steelworks, in its time) are a 
world away—and at least a principality 
away from the traditions of the heavy. 
industry in the south. 

The trade unions in Wales have beeñ 
helpful to incoming investment, for in- 
stance in- accepting single-union plants. 
This has aided the. government's invest- 
in- Wales: professionals, who were reor- 
ganised- behind a single door last April, 
and claim since to have brought in new 
























































jobs. But pit strikes help 
more than do doubts Shout. the Severn 
bridge—certainly not with the Japanese, 


Whos onike > some American incomers, 








-equal footing at the head of the central 
defence staff. His idea is that the respon- 
sibility for advice would rest with the best 
Qualified: the military man would:advise 

on military operations, the civilian on, for 

example, relations with other govern- 
ment departments. But having two bosses 
of anything is a prescription for trouble. 
Other changes loom. Yet another at- 
tempt will be made at switching doctors 

: and chaplains, sturdy defenders of their 
tripartite promotion ladders, between the 

_ three services. When the Heath govern- 

-ment tried, unsuccessfully, to unify the 

chaplains, the department commented, 

pastoral gulf between ministering to 

‘the company of a frigate and a unit of the 

_ Royal Air Force is too wide to bridge”. 

The medical services fought off Lord 

: Carrington by persuading him to set up a 

_ committee, which it then packed with 












P many of his predecessors, and he can 
count on the support of both Mrs Thatch- 
er and the chancellor in his effort to get 
better value for Britain’s £17 billion de- 

_ fence budget. 


Video nasties 


Enter the 
bogey-man 





€- has been a moral catastrophe. So 
errifying is the current children’s fad for 
| shooing the parents out of the -house and 
_ watching sadistic videotapes that the 
_ State’s role in censorship must be com- 
_ pletely rethought. Mr Graham Bright’s 
video recordings bill has now started its 
- final dash through the commons before 
-ying to. the lords. The bill which, despite 
ir Bright’s own scruples, owes some of 
its parliamentary success to undigested 
and dubious research into children’s 
viewing habits, is almost certain to be law 
by the summer. Concerned parents (and 
everyone else) will then find themselves 
lumbered with a statutory body of censors 
whose powers extend far beyond the so- 
called “video nasties” which first set the 
bandwagon rolling last year. 
~The bill will empower a body of official 
censors to cut and classify most video 
tapes. Dealers in unclassified tapes, or 
dealers who sell or rent to the wrong age- 
group, could be fined up to £20,000. On 
what. basis will the censors make their 
decisions? Another part of the bill men- 
‘tions depictions of human sexual activity, 
or.the organs thereof, and gross violence. 
= But the censors will not be ruling “nasty” 
tapes obscene, or anything else defined in 
owever badly. They will (in effect) 
yh that Pohody, or only adults, 








may watch them. 

Although the. bill proposes some ma- 
chinery for appeals, it is unclear on what 
grounds such an appeal could ever be 
made. The bill confers on the censors the 
power to determine which video works 
are “suitable for viewing in the home”. 
Which home is that? Sensible people may 
very well be worried about the scenes of 
sexual and other violence available to 
their children on video. But not all homes 
have children, and some of those which 
do might feel that a censor appointed by 
the home office has no place in it. 

Some 50 amendments to the bill are yet 
to be discussed, so whether or not it will 
manage the job of guarding children 
without treating adults as if they were 
seven-year-olds remains to be seen. 

The bill raises some practical problems. 
Because it is couched in terms of today’s 
(ie, yesterday’s) technology, it only cov- 
ers video recordings on magnetic tape or 
discs. New uses of the microchip to store 
images will bypass the censors. The most 
promising medium for tomorrow’s elec- 
tronic ghoul is the interactive video-disc 
which, when fully developed, would al- 
low the home viewer to take an active 
part by affecting the outcome of the story 
he is watching. If the bill is amended to 
cover these, it could end up having to 
cover potentially “nasty” home-computer 
video-game programmes as well. 

There are already a few video-game 
computer nasties. The object of these can 


be, for example, to key in “rape” and . 
make a matchstick man:jump on top ofa ~ 


matchstick woman. Not a wholesome 
exercise for children, but perhaps not a 
matter for the law either. 

Some of the difficulties into which, it is 
suggested, the planned law could run are 
not to be taken too seriously: the censors 
presumably will have the common sense 
to know how to handle sexually explicit 
videos for medical training, or documen- 
taries showing scenes of violence. But the 
principle of statutory censorship needs 
closer examination than it has had so far. 


Liverpool 





Scouse comes 


expensive 


Last week it looked as if Liverpool city 
council would present a budget on March 
29th promising to spend large sums that it 
does not intend to raise. Seven Labour 
councillors refused, however, to support 
a plunge into illegality. This week the 
odds, for a time, were on no budget at all, 
with the defectors robbing Labour of its 


majority, but unwilling to join the Liber- 
_ als. and Tories in. offering al ernative 





: for some 


-ing education system and some of t 
‘worst public housing i in 1 Europe.. 









































plans.-But ‘the militants are now un: 
vigorous pressure from the national pa 
ty, urging that a compromise betw 
Liverpool’s social needs and its ratepay 
ers could be financed by some crea 
accounting. 
Mr Neil Kinnock, due to meet some ¢ 
the city councillors next week, will urg 
restraint. The environment secretary, Mr 
Patrick Jenkin, will still refuse any special 
help, but he is unlikely to raise too man 
legalistic obstacles. . 
Liverpool has special problems. Itis 
city with the wrong skills, in the wron 
place, at the wrong time. The system 
local government finance ignores its si 
gular plight. The argument revolvi 
around the two main instrumen 
by central government seeks to cont 
local spending—grant-related expe 
ture assessments (GREAs), an 
expenditure targets. 
@ GREAs use social indicators to bai d 
picture of what a hypothetical local au- 
thority needs to spend. on services. Göy- 
ernment grants. are distributed on the 
basis of the assessment. Some think the 
results underrate the costs of symptoms of 
urban decay, such as population loss 
(Hackney borough council, in London, 
has taken this point to the high court). 
@ Targets are expenditure limits fixed by 
the environment department for each 
authority, irrespective of GREAs.. E: 
ceed them, and grant is reduced—e 
local authorities, en 
abolished. 
Liverpool’s target this year is £216 
The city council wants to spend abo 
£245m and says this would attract gra 
penalties that could only be recouped 
with a 90% rate rise. Labour councillors 
say the budget passed. last year by. 
previous Liberal administration “u 
wondrous dodges to keep spending loo 
ing low. Since targets partly reflect pa 
spending, the Labour claim is tha 
proper Liberal. budget-might have ge 
ated a target for this-year of about £2: 
Labour’s. new. plans. would: then 
generated rate rises of only 25%, wh 
tough, but might just have been bearab! 
Even if Mr Jenkin wanted'to help 
Liverpool Labour group, it is not c 
what he could do. He will not“ 
GREAs, because of a knock-on effe 
elsewhere. In setting targets, he is leg: 
bound to follow the same principles « 
erywhere. Giving Liverpool headroo! 
now would probably be illegal. 
To freshen-up its image; Mr Jenkin 
department might put more money into 
special urban development schemes f 
Merseyside. Liverpudlians will say; rigk 
ly, that no amount of jam will help th 
bread-and-butter problems of a colla 
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CPT 8525 
‘Word Processing System 
Solutions that Stand Alone. 


CPT 8500 Series system prices start in the range of personal 
computers, But the full-page, black-on-white CPT screen immedi- 
ately sets them apart, and a few minutes at the keyboard widen 
the gap. 

CPT systems use the same data processing software as personal 
computers, but no personal computer can match the speed, ease of 
operation, and power of CPT word processing. 

As your needs grow, your economy model can be upgraded to 
the top-of-the-line in minutes, Right in your office, 


CPT Interactive 
Display Emulator 


Interactive communications with mainframe 
Independent CPT Word Processing 
Word Processing Preview Window 


Solutions that Talk with Mainframes. 
in an Important New Way. 


An exclusive CPT software breakthrough enables CPT systems to 
talk with mainframes and process text. On the same screen. At the 
same time. This is accomplished with a unique tri-window. display. 

Using this system, information can be transferred from a host 
computer (top window) directly into a word processing document- 
in-progress (middle window). Or vice versa. With just two 
keystrokes. 

= An optional CPT SNA communications controller can link up 
to 7 CPT systems together as part of an IBM 3270 network. 


Solutions that work the way you do. In 17 languages. 


World Headquarters: Minneapolis, Minnesota, U.S.A., (612)937-8000; European Headquarters: Leiden, The Netherlands 31-71-769-245 

Argentina: Buenos Aires.(1)33-5453, Australia: Brisbane (7)52-8455;, Melborne (3)267201; Sydney (24198000; Bahamas: Nassau 

_ 322-3367; Babrain: Manama 233213, Barbados: Bridgetown 426-1070; Belgium: Brussels (2)242-4224; Bermuda: Hamilton 295-9400; 

> Chile: Santiago (2)225 -0793; Colombia: Bogota 212-4411; Costa Rica: San Jose 240651; Cyprus: Nicosia (2D45754; Denmark: Ballerup 

(29976700; Egypt? Cairo (2)660865; Finland: Espoo (0)803-7199; France: Buc (3)956-8142; Germany: y: Cologne (220331020; Greece: Athens 
640664 Guam: Tamur 44T- 8992; Hong pee Wanchai OMH Feela a l 
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CPT Phoenix™ System i 


Solutions for High-Volume 
Word, Data, and Graphic 
Information Processing. 


Everything about the new CPT Phoenix system is 
geared for high-volume workloads. The incredible 
speed of the optional laser-technology printer and an 
optional second workstation are just the beginning. . . 

The “bit-mapped” CPT Phoenix screen, in future 
combination with graphic digitizers and scanners, has 
far-reaching implications for architectural, 
engineering, and in-house publishing applications. 




























CPT SRS45 


Shared Resource System 
Solutions that Work Together. q 


When your workload demands that you grow from one or two E 
CPT systems to multiple workstations, CPT can save the cost of : 
duplicating software, information files, and hardware such Pe. 
as printers. 

The CPT SRS45 Shared Resource System links up to 8 CPT 
workstations together, and, for larger offices, the CPT Office 
Dialog™ system enables many CPT systems to work together as 
a state-of-the-art automated office. 





And more than 65 countries. E ri š ® 


Jordan: Amman (6)42723; Kenya: Nairobi (2)558228; Korea: Seoul (2)752-6774; Kuwait: Safat 453473; Lebanon: Beirut 392330; 

Malaysia: Kuala Lumpur; Mexico: Mexico City 687-5590; The Netherlands: ’s-Hertogenbosch (73)122355; New Zealand: Auckland 

(9)798345; Wellington (4)726007; Norway: Slependen 2846500; Oman: Muscat 703802; Panama 239345; Peru: Lima (14)368420; e: 
Philippines: Manila (2)854011; Portugal: Lisbon (19)733250; Qatar: Doha 433119; Saudi Arabia: Jeddah (2)6513940; Singapore: 278-8288; a 
South Africa: Johannesburg (11)374230; Spain: Madrid (1)435-7836; Sweden: Taby (8)7680940; Switzerland: Dubendorf 1820-0505; -S 
Taiwan: Taipei (2)772-2813; Thailand: Bangkok (2)2770120; Trinidad: Port of Spain (62)51041; Tunisia: Tunis (1)289433; Turkey: Ankara = 
(41)264729: United Arab Emirates: Sharjah (6)354121; United Kingdom: Middlesex (1)741-9050; Venezuela: Caracas (2)283-5243 rei q 


ar met > ' is ; Specifications are subject to change at the discretion of CPT Corporation. 
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Ep Leadership To help participants develop more effective 
| ways of leading their organizations to fully confront future 
challenges. 30 April—4 May, Geneva. 





2: _| International Advanced Management Program Is for 
managers due for an important job change and/or who need 


_| to despecialize into general management. May 7—June 29, 
Geneva. 





innovation. 14-18 May, Montreux. 


_ | Corporate Planning Enhancing the impact of planning, 
| amongst other topics the concepts and experiences of 


program. 21 May to 1 June, Geneva. 


| Public and Environmental Affairs Management of the 
_ | impact ofa corporation’s technology by working together 
| with the major constituents. Workshop 2-6 July, Montreux. 


_ | in portfolio theory and investment management conducted 
_ | jointly with Stanford Graduate School of Business. 
| 27-31 August, Geneva. 











| Management of Technology Learning how to manage and 
= | live with technological challenge. How companies approach, 
| manage and successfully integrate technological change and 


competitor analysis and strategic audits will be studied in this 


Investment Management The most recent developments 


(Summer Programs 1984 


; E 
y 





This spring and summer IMI Geneva offers an unprecedented range of 
international management programs in the Lake Geneva area. 


Management of Research and Development Will review 
ways of formulating and evaluating R&D programs, 
managing R&D teams and raising R&D productivity through 
better strategy and group performance, 12-22 June, and 
13-24 August, Geneva. 


Board Members Improving the effectiveness of boards of 
directors. July 2-4, Geneva. 


Senior Executives Helping senior executives take better 
strategic decisions. June 4-8 and August 27-31, Geneva. 


Marketing and Purchase of Technologyand Know-how 
Companies might benefit from this trend either as buyers of 
proven technology or sellers of proprietary know-how. 

25-29 June, Geneva. 


International Financial Control Currency problems, 
inflation, new developments in information processing and 
communications and financial planning and control. 

13-24 August, Geneva. 


Financial Management The latest developments in foreign 
exchange and money markets, like financial futures, tailored 
options, and true options. Plus other topics of interest to 
corporate treasury management and international bankers. 
17-28 September, Geneva. 


International Management Institute, Geneva 


4, chemin de Conches, CH 1231 Geneva, Switzerland 34. Telephone (022) 47 11 33 Telex 27452 
IMI is an independent non-profit foundation and an associated institution of the University of Geneva. 




















The gush of American oil industry 
-takeovers much increased 
congressional support for a 
moratorium on mergers among the 
top 50 American oil companies. In 
the latest deal, Superior Oil's 
management accepted a $5.7 billion 
bid from Mobil. 


The EEC farm ministers have 
“agreed to cut milk output, the 
prerequisite for any reform of the 
common agricultural policy. 


America’s SEC proposed measures 

which, if passed into law, would 

| reduce corporate defences against 
“hostile takeover bids. 


West Germany's giant metal 
bashers’ union, IG Metall, called a 
‘wave of warning strikes to support 
its demand for a 35-hour week. 


American manufacturing companies 
are planning to invest a record $344 
billion on new plant and equipment 

in 1984—that would be 14% more 
than in 1983. 


More British financial 
supermarkets were founded. 
Barclays Bank bought the maximum 
permitted stake in stock jobbers 
‘Wedd, Durlacher Mordaunt and want 
to join up with stockbrokers de 

Zoete & Bevan. Midland is talking to 
brokers W. Greenwell. 
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New Zealand’s powerful meat 
workers’ union threatened to strike 


USINESS THIS WEEK 






giant electronics group, Philips, can 
take it over. 


unless the government allows a big 


wage increase. A wage freeze is in 


force. 


American retail giant Sears, 
Roebuck won a listing on the Tokyo 
stock exchange—the first foreign 
company to do so for nine years. 


Palm oil prices 


Malaysian 5% 
US $ per tonne 


Because of drought, South Africa 
will have toimport 3.5m tonnes of 
maize this year—nearly twice 1983's 

- imports. It used to be Africa’s 
granary. - 


American paper giant St Regis paid 
$160m to:buy back the 8.6% stake: 
owned by Sir James Goldsmith's 
group of investors. It feared a 
takeover. 






Talks on quotas for Brazilian steel 
exports to America collapsed. Brazil 
may be shut out of the American 
market. 


Britain's monopolies commission 








Monthly 
ra 


waved through Trafalgar House’s 








1983 


In suspending trading in palm oil 

futures, the Kuala Lumpur 
“Commodities Exchange said five 

commodities companies had failed 


takeover bid for shipping 
aristocrats P&O. 


A university lecturer said lreland’s 
national accounts for 1983 don’t 
add up. Around I£1 billion seems to 
be missing. 


to honour. contracts. 


Roving pickets helped spread local 
strikes in Britain’s coal industry to 
more than haif the country’s pits. 


The West German cartel office said 
that Grundig must sell.its dictating 
machine division before Holland’s 


. OODE OSO OA A O semummEmam rene smeared 
Year ended. N = Nine-months ended. Q = Quarter ended. {} Loss. * Converted ataverage exchange rates. “* Based on focal currency figures. t- Pre-tax profit, ¢ Profit in sare. peri- 











Parents reduced their children’s 
pocket money in Britain by 14% 
last year, according to ice cream 

maker Wall's. Whaaaahh. 


Economic and financial indicators 
are on pages 97-98. 





Corporate scorecard 
Net. % change % change 
Profit on comp Sales on comp 

Company Period $m* period** $m* period** Comment 

Akzo Y Dec 31 150 +160 5,280 +7 The Dutch chemicals company celebrated its spectacular: profits 
with a $106m rights issue. 

Baidwin-United N Dec 31 (674) ¢ — — The American financial company, under Chapter 11 praecon 
said it may be forced into liquidation. 

BTR Y Dec 31 260t +60 2,990 +172 The takeover of industrial conglomerate Thomas Tiling: boosted 
the British former rubber company. 

Coastal Y Dec 31 94 +43 5,960 +3 The American energy group owns 5,200 miles of gas pipeline 
the mid-west. Its earnings have been improved by deregulation 

De Beers Y Dec 31 680t +33 — — Despite the recovery in demand, the South African monopol 

Consolidated Mines now has a bigger stockpile of unsold diamonds. 

_ Fluor Q Jan 31 16 ~49 1,140 -18 The American engineering and:construction company Siftersd 

from the weakness of the oil drilling market. : 

GKN Y Dec 31 135+ +116 3,000 +4 Past diversifications at last began to help the British engineer 

» group emerge from recession. 

‘Hongkong & Y Dec 31 350 +6 — — Despite Hongkong’s regained confidence, the banking” "Hong : 

Shanghai Bank increased provisions against bad property debts. 

ITT Y Dec 31 675 +2 14,200 ~7 Profits at the American multinationals telecommunications divi- 
sion rose 50%, offset by divestiture costs and dollar strength. 

Y Dec.31 136+ -21 = 330 ~11_ The British oil group's production was flat; sales and prices fell. | 


is diversifying away from its dependence on the Ninian field. 













































GP Rowntree 





Trading profit......... 


Motes: 
. The Board is recommending a final ordinary dividend of 6.55p per share (1982 5:90p} which 
together with the interim dividend of 3.20p per share (1982 2.90p} makes a total ordinary 
dividend of 9.75p per share absorbing £16.6m. 


. Sales and profits of overseas subsidiary companies have been translated irito sterling at 
year-end exchange rates. 

. Extraordinary items charged in the 1983 Accounts amount to £13. Sm 11982 credit £0.6m) 
and include rationalisation costs of £11.Gm (1982 nil} 


nm 
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1983 was an important year for the Group: the financial results 
continued to improve on the back of good trading performances and 
twostrategically significant acquisitions were successfully completed. 

The trading results, looked at as a whole, were fully satisfactory 
given the persistent effects of recession insome countries, the inten- 
sity of competition from other manufacturers and the growing pres- 
sure for higher discounts from increasingly powerful retail and 
wholesale distributors. Excluding acquisition costs the Group 
generated ‘sufficient funds to finance all its needs, including capital 
expenditure of £58 million, £16 million higher than in 1982. 

Our North American acquisitions Tom’s Foods and Laura Secord 
fit well into our strategic objectives. Both businesses have, in their 
different ways. widened the scope of the Group's activities. They 

: have increased our geographical spread and shifted significantly the 
proportion of our earnings coming from non-confectionery sales. 
Tom's Foods has given us an important stake in the large and growing 
US savoury snack food market, and in Canada Laura Secord has 
added to our powerful branded confectionery. operation a specialist 
retailing business of high and distinctive reputation. Both businesses 
have contributed immediately to the earnings of the Group: Tom's 
Foods furthermore has already demonstrated its capacity to generate 
cash. well in excess of its own needs. 

The European Division is now making a positive contribution to 
the Group’s trading profits. but there is still a way to go before its 
profits represent.an adequate return on the investment we have 
made. However, considerable progress has been made. All the 
trading companies except Belgium made profits in 1983. The French 
company continued to improve its results and market share. A simi- 

lar improvement occurred inthe Netherlands, where steady growth 

over the past years has given us.a stable and profitable business. 
< Management action in Italy has turned the company into a profitable 
operation allowing important marketing support for our brands. The 

Belgian marketis less buoyant and steps are being taken to tackle the 

problem there. Germany is the most competitive market in the Divi- 


of well established brands and recent management appointments 
will helpu usto build on this foundation. 
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Interest esee sit 
Profit before taxation........0...0.0.000..00..00. TE A 
TANO iiaiai 

Profit after taxation... Rami sesscs¥adeavesdis 


Minority interests and preference dividends.... 


Profit attributable to ordinary shareholders 
before extraordinary items..............00......0.... 


Earnings per ordinary Shafee... rere 


sion: whilst our sales volumes were lower in 1983, we have a number’ 


ackintos 





1983. 
£m “em 
951.9 770.5 
72.6 55.9 
11.2 54 
61.4 50.5. 
TE 14.9 16.0 
LeS 46.5 34.5 
ere 0.1 02 
Pa 46.4 ` 343 
= m 
an oe 31.0p 24.5p 


4. The results stated above have been prepared. under historical cost conventions: Current 
cost adjustments for 1983 of £14.5m (1982 £9.9m) tess the gearing adjustment credit of. : 
£3.2m (1982 £1.2m) will be applied to these results giving s current cost profit Eatore taxation 
of £50.1m (1982 £41.8m} and current cost earnings per share of 23.4p (1982 18. 

5. The Profit and Loss Account above is ah abridged version ofthe one which will be included 
in the full accounts. The full accounts, which incorporate an unqualified auditars’ report, 
willbe posted to shareholders on 23 March 1984 and delivered othe Registrar pe alate 
tor filing following the Annual General Meeting on 17 April 1 





Extracts from the Chairman's Statement 


During 1983 the .Group intensified its efforts to improve its 
competitiveness, particularly in the UK where the profits of the 
confectionery business have been reduced by the need to respond 
positively to intense price competition from other manufacturers and 
pressure from distributors for higher discounts. We are continuing to 
improve our international competitiveness with high levels of capital 
expenditure and by restructuring some of our operations. Capital 
expenditure, firmly directed toward. cost saving projects, was £58 
million gross. In 1984 it will exceed £60 million, Expenditure on this 
scale is, we believe. vital if the Group is to maintain its competitive- 
ness. Shareholders will see that £11 million has been included under 
extraordinary items in the Profit and Loss Account forrationalisation 
costs; this relates mainly to plans announced for certain UK opera- 
tions. Unhappily:such changes necessitate significant reductions in 
numbers employed in factories and offices. Our. wish always is that 
the reductions so far as is possible should be achieved naturally or 
through special voluntary redundancy or early retirement schemes. 
It is only by taking actions of this kind,.in addition to investment in 
new plant and equipment, that a secure future for the majority of 
employees can be achieved. 

The Group's performance depends on the energy and quality of 
its employees; and the Board's thanks are due to all of them for their 
great efforts at a time when response to economic forces makes 
change, and often unwelcome change; essential. This need to adapt- 
and to seize new opportunities makes heavy demands on all involved 
and managers have to exercise their responsibilities with particular 
sensitivity, care and firmness. 

The Group is well balanced to make further trading and financial 
progress. Its mature, established businesses are. strong and have 
demonstrated their effectiveness during thé recession: Its developing 
businesses. particularly in continental Europe, are responding to 
resolute ,long term strategies. Our recent acquisitions are performing 
well and have beneficially shifted the balance of the Group’s earning 
capacity. The Board’s objective is to continue to grow and to com- 
bine growth with progressive improvement in the return on the funds“ 
invested in the business. KENNETH] DIXON 


Chairman 
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Congress cooks up trouble for 
America's trustbusters 


America’s trustbusters are in trouble. 
Congress may soon impose a temporary 
ban on takeovers of big oil companies to 
calm the industry’s frenzy for deals like 
the $13.4 billion bid by Standard Oil of 
__ California (Socal) for Gulf announced in 
| March, and Mobil’s later offer of 
5.7 billion for Superior Oil. That would 
reverse a recent change in American 
antitrust policy that permits mergers, 
whatever their size, if they are not expect- 
ed to reduce competition. 

Paradoxically, antitrust officials are at 
the same time under attack from industry 
and members of the Reagan administra- 
tion for refusing to allow steel companies 
to merge to cut their losses. Liberal 
Democrats and maverick Republicans, 
who have long made an ogre of Big Oil, 
now believe they can win a majority in 
both houses of congress for a freeze on 
mergers. The house of representatives 
passed a bill restricting oil mergers when 
Mobil bid for Marathon in late 1982, but 
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NEW YORK 


the senate never voted on the ban. 

Senator Bennett Johnston, a Louisiana 
Democrat, is now proposing a six-month 
ban on takeovers of America’s 50 largest 
oil and gas companies while federal agen- 
cies ponder whether such mergers are a 
good thing or not. In a swipe at Mr T. 
Boone Pickens, the Texas oilman who 
began the brawl over Gulf and will share 
profits of $760m with his allies if Socal’s 
bid goes through, Senator Johnston’s bill 
forbids anybody with a stake in a royalty 
trust, a device favoured by the wily Mr 
Pickens, to buy more than 5% of a big oil 
company. He also wants to hold up the 
deals planned by Socal and Mobil by 
backdating his ban on mergers to late 
February. 

Senator Johnston complains that big 
mergers among oil companies leave them 
with heavy debts and reduce the cash they 
can spare for exploration. But he also says 
(his argument goes on and on) that such 
mergerssqueeze demand for credit, threat- 
en economic recovery, increase America’s 
reliance on imports of crude oil and push 
up oil prices by reducing supplies. 

Several other bills are also-being dis- 
cussed. Mr Peter Rodino, the chairman of 
the house judiciary committee, is pushing 
a bill to make companies prove that big 
takeovers are in the public interest. He 
also wants to make hostile takeovers 
illegal unless a majority of the victim's 
independent directors approve. (Ironical- 
ly the Securities and Exchange Commis- 
sion is proposing, in its sprucing up of the 
takeover rules as a result of the last 
outbreak of mega-merger mania—the 
three-way tussle between Bendix, Allied 
and Martin Marietta—to make it general- 
ly harder for companies to fend off hostile 
bids.) 

In testifying before the several congres- 
sional committees which plan hearings in 
the next few weeks, the oilmen are likely 
to say that they buy rivals instead of 
spending more on exploration because 
oil—and hence oil companies’ assets—are 
cheap. When oil prices rise, so will spend- 


ing on exploration. Wall Street reckons 
_ that oilmen have already lost the argu- 












ment, though. It is dumping Gulf stock as 
more congressmen join the hue and A 
against the industry. 

Antitrust officials, and the Reagan E 
ministration, have no such qualms about — 
big takeovers in the oil industry. Under 
Mr William Baxter, the justice depart- 
ment dropped the government's antitrust _ 
case against IBM in early 1982 and nego- 
tiated a settlement in another case i 
AT&T. New merger guidelines in 1982 — 
left more room for alliances between bis go 
companies so long as competition was not 
affected. Mr Baxter and his successor, Mr 
Paul McGrath, who took over last De: 
cember, have also applied new rules t 
test, and restrict, the increase in a comp a- 
ny’s market share in specific products 
which would follow a merger. PE 

Even the biggest oil companies pas 
this test when it is applied to the marke 
for crude oil. The federal trade com 
sion (FTC), the watchdog for oil mer 
said in mid-February that Texaco co 
go ahead with its $10.1 billion purche 
Getty if it shed some downstream ope 
tions (see page 68), and was expected 
approve Socal’s bid for Gulf with simi 
conditions. 

The mergers planned between Re 
lic Steel and LTV and between U 
States Steel and National Intergroup bi 
failed the test because they would ha 
resulted in too-high market shar 
some steel products, particularly stai 
and rolled-carbon ones. LTV and Rep 
lic are now trying to work out a co 
mise. But US Steel and National call 
off their deal on March 9th. 

Mr Malcolm Baldrige, the comme: 
secretary, is one who has joined. 
chorus of howls from the industry. T 
letter in the New York Times on Mar 
lith, he asserted that Mr McGrath ha 
made a “world-class mistake” in turr 










































































-Congressmen from steelmaking areas are 
also vexed by the justice department’s 
-refusal to allow the deal. 

Mr Baxter saysitis right to allow mergers 
inthe oilindustry and veto the two alliances 
planned in steel. Politicians are in a lather 
_ because they know that “there are lots of 
_ ordinary citizens who don’t really under- 
stand industrial economics who are ner- 
_ yous about giant companies.” 


fexaco/Getty Oil 


Nobody here but 
us chickens 


While America’s trustbusters and their 
critics in congress worry what to do about 
Big Oils takeover mania (see above), 
‘Texaco is figuring out how to handle its 
10.1 billion purchase of Getty Oil. Its 
first task is shedding the assets it was 
ordered to sell by the federal trade com- 
mission (FTC): two refineries and nearly 
all’ of Getty’s petrol stations. Further 
disposals: are likely, though, as Texaco 
trims Getty, and its own debt, down to 
orë manageable size. 

Texaco will be happy to make the 
trustbusters happy by selling the refiner- 
ies and petrol stations. It has already 
ached an agreement with Powertest, an 
dependent oil retailer. Powertest will 
buy Getty’s 600 petrol stations in 12 
north-eastern states, and take over sup- 
plying Getty’s 1,300 franchised stations in 
e area. Powertest, in turn, will buy 
refined oil products from Texaco. Texaco 
xpects to find a buyer soon for the 
‘emaining Getty petrol stations in 15 mid- 
estérn states, leaving only Getty’s hand- 
of gas pumps in California on its 
ds. 

The proceeds will help reduce the $10 
lion-plus of debt Texaco took on to buy 
Getty. Though the trustbusters are forc- 
ng the sales in 27 states under their policy 
f preventing market-sector domination, 
Texaco probably would have soid anyway 
o avoid competing with itself. Even bet- 
er, the disposal of Getty petrol stations 
nd refineries leaves more of its crude oil 
roduction for Texaco's own opera- 
ions—and hence.increases the advantage 
Texaco gains from Getty’s 1.2 billion 
barrels of American oil reserves. 

Before the takeover, Texaco produced 
America only about half of the crude 
il its domestic refining and marketing 
erations needed. Even without the sale 
any of Getty’s downstream businesses, 
he takeover boosts self-sufficiency to 
out two thirds. After the FT'C-ordered 
ssets sale, Texaco will be about four- 
ifths self-sufficient in America, and it 










































‘down the LTV-Republic Steel merger. may well 





to rationalise its dansen Òpera- 
tions—as it had been vigorously doing 
before Getty was even a drop of ink on 
the chairman’s cheque book. 

Although Texaco is keeping mum 
about its plans for Geity until the FTC 
grants its final approval (which could 
happen as early as mid-May), the betting 
is that the company will also sell Getty’s 
non-energy assets. The biggest of these 
are ERC, a re-insurance company and 
ESPN, a cable-television network show- 
ing sport. These two alone should raise 
over $1 billion. In addition, Mr J. Paul 
Getty squirreled away a variety of other 
non-oil assets in the company he created, 
including farmland and a vineyard 
(which, much to the Texaco staff's dis- 
may, produces only non-vintage wines). 
These too will probably go. 

The big question remaining is how 
Texaco will run the Getty assets it decides 
to keep. Probably it will consolidate them 
with its own holdings, but only slowly. A 
company as big as Getty cannot be swal- 
lowed in one bite without risking choking. 
If Socal’s merger with Gulf gets past 
America’s trustbusters, and congress, one 
further intriguing possibility arises. Socal 
and Texaco run many of their foreign 
operations through a joint venture called 
Caltex. Gulf’s interests in Indonesia and 
the United Arab Emirates might fit in 
neatly here. So might Getty’s holdings in 
a Japanese refinery—if Texaco. does not 
sell them off first. 












Canadian transfer 








On March 19th, American oil companies 
are due to start filing their replies to 
accusations of price fixing contained in a 
five-volume, 800-page report by the staff 
of Canada’s restrictive trade practices 
commission. The charge is that Ameri- 
can oi] multinationals overcharged their 
Canadian subsidiaries by C$3.2 billion 
(measured in 1980 dollars) for transfers 
of crude oil between 1958 and 1970. 

Their motive, says the report, was to 
reduce their American corporate income 
tax. The report reasons that excessive 
transfer prices for overseas crude were 
used to lower the profits of Canadian 
subsidiaries. Lower Canadian profits 
meant smaller remittances to the Ameri- 
can parents—and hence less American 
tax. s 

The multinationals involved include 
Exxon, Gulf. Texaco, Shell and Sun. 
The commission's investigation has 
dragged on since 1973. Canadian investi- 
gators pored over some 135,000. docu- 
ments from the companies’ files; the- 
latest bout of hearings has consumed 190 
days of evidence-taking since 1981. 


































-Liberal government. They felt hard done 
cby inthe. national energy programme. 


“SOT a8 prime minister will treat them less 
harshly, 








A recovery that 
smells 


After making losses for up to four years, 
the leading petrochemical firms in Ameri- 
ca, Japan and western Europe are back in 
profit again. Margins, though, are still 
thin and the industry frets that the recent 
rise in demand for bulk chemicals (up 
15% in 1983) will soon peter out. 

American companies have led the 
chemical industry's recovery (see chart on 
page 66). But, worldwide, that recovery is 
still fragile. It is based more on stockpil- 
ing by the petrochemicals producers’ in- 
dustrial customers in anticipation of con- 
tinued economic recovery than on leaner 
and fitter chemicals companies. Higher 6 
world oil prices or interest rates coui 
easily spoil it. 

Western Europe’s chemicals industry is 
the most vulnerable, because it has been 
most protected against the néed to reduce 
capacity. Demand and capacity are even 
now precariously balanced. And produc- 
ers have cancelled or delayed their re- . 
trenchment programmes, unable to justi- 
fy the closure of plants that are busy 
swelling the stockpiles of customers. 

The signs are that this stockbuilding 
phase is now over. If so, further rises in 
demand depend on sustained economic 
recovery and, as important, on a halt to 








TORONTO 


The oil multinationals have long tan- 
gled with the Canadian antitrust authori- 
ties. Accusations ‘like the present ones 
were made in the Bertrand report, pub- 
lished in 1981. The companies protested 
their innocence then, and no charges 
were brought in court. They still deny 
fixing prices or engaging in improper 
transfer pricing. After it finishes taking 
evidence, the commission will make a 
recommendation. on whether criminal | 
charges should be brought.and whether 
Canada’s antitrust laws need to be 
stiffened. 

None of this should surprise the weary 
multinational oil companies. Many gov- 
ernments are suspicious of companies’ 
transfer-pricing habits; that is the. main 
rationale for the hated unitary tax which 
many American states impose. Foreign 
oil companies are not loved by Canada’s 















































introduced in. 1980. They. will have to 
wait tosee if Mr Pierre Trudeau's succes- 
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IBM United Kingdom Limited, Portsmouth Snamprogetti Limited, Basingstoke Vacant site for you — artist's impression 


Tofind your placein 
Europe, start in Hampshire. 


e 


5 y 


Hampshire, England, with the Isle te 
of Wight, is the address for business 
and industry needing a centre in Europe. 

Buildings ready to move into. 
Offices, factories and warehouses. 
Town centre locations and out-of-town a 
business parks. Sites for development 
and the skills to develop them. 






fiores, frontiers-of-knowledge 
projects, university research, 
petrochemicals, pharmaceuticals ... 
@ The quality of life is here — villages, 
cities, forests, downlands, coasts and 


k Solid reasons why this area. 
has been chosen by the companies 























sea — ideal for family living and recreation. 





Why Hampshire? Because: Where people like to work captioned above — and by others 
@ Excellent land, sea and air HA MPSPIER RV ELOP MENT ABSOCTAT EN such as BAT, British Hovercraft 
routes connect you efficiently sapan at oo 

Sa roe ase WSs UD Regs oe are Gems ansing Limited, Li 

ad PhS apens Brain's To Hampshire Development Association, ie Industries Marconi Mullard, 
largest deep-sea container | winchester, Hampshire SO22 585 England. | Plessey, Sun Life of Canada 
port and the site of one of its | Please contact me about relocation | and Thorn EMI Ferguson. 
first freeports. opportunities. To find your place in Europe, — 
@ Hampshire people have the | Name | call the Hampshire 
skills you want. High-tech Position | Development Association 
industries employ more than eee on Winchester (0962) 56060. 
twice the national proportion | | From overseas, dial +44 962 
of the local workforce. | Tel. | 56060, or telex 477729. 
Information technology, Type of Business az Ask for Peter Scruton. 
integrated circuits, Optical I EN EE PEN AEE y EAE EE AS Or use the coupon. 
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|_| % change on a year ago 
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Source: Chemical & Engineering News 


he recent (overdue?) slide of the dollar 
ainst the D-mark, the currency in which 
Europe’s chemicals are generally traded. 
_ The strength of the dollar has helped 
‘uropean producers in two ways. It has 
priced American imports out of Europe- 
§ an markets and priced European exports 
o third markets. EssoChem, the Euro- 
ean chemicals arm of Exxon, attributes 
alf of 1983’s increase in demand to 
-stockbuilding by customers, a third to 
er exports (displacing dearer Ameri- 
n ones) and the remaining sixth to an 
underlying increase in consumer demand. 
_ The supply of bulk chemicals exceeds 
demand in the United States. Despite the 
-woosh of the American economic recov- 
, plants there are still running at only 
bout 75% of capacity. American compa- 
s have not been able to follow the lead 
their European counterparts in widen- 
ng their profit margins by posting big 
price increases. Although demand for 
ylene increased by 20% in 1983, prices 


jitsu 


e a Sumo wrestler poised for a key 
out, Mr Takuma Yamamoto, the chair- 
ian of Japan’s biggest computer maker, 
itsu, is preparing for a strong push into 
erica’s computer and telecommunica- 
ons markets this year. The $190m he has 
pent raising from 30% to 48% Fujitsu’s 
take i in Amdahl, the Californian comput- 
firm, has won most attention. Just as 
nportant, though, is the way he is rein- 
rcing its main American subsidiary, 
jitsu America. 

The Japanese parent boldly predicts 
at Fujitsu America’s sales will expand 
‘om $300m in 1983 to $450m in 1984, and 
aps double i in the: following two 


America’s aiea a foads the way 













Monthly, seasonally 
adjusted 
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remained unchanged. 

About 7% of the upturn in demand in 
petrochemicals in the United States 
comes from Americans buying more cars, 
fridges, houses and other things that 
plastics help to make. High interest rates 
have given industrial customers a strong 
reason to keep inventories low. So a 
larger part of the improvement in profit in 
America than in Europe is attributable to 
the efforts of companies to reduce costs 
and capacity and to improve productivity. 

Domestic demand is strongest in Ja- 
pan. The plants of Japanese petrochemi- 
cals producers that were operating at 60% 
of capacity a year ago are now working 
flat out. Yet the Japanese producers are 
sticking with a co-operative programme 
to slim their industry under the supervi- 
sion of the ministry of international trade 
and industry (Miti). Over a third of 
Japan’s ethylene capacity will go by 1985. 
Mitsubishi has already closed two of its 
three ethylene plants. 





Stepping into the circle 


LOS ANGELES AND TOKYO 


years. The firm’s main push will be in 
supplying a full range of computer parts 
and peripherals as a subcontractor for 
manufacturers making computers that are 
not compatible with IBM's. Mr Norman 
Petersen, the general manager of Fujitsu 
America’s data-storage and peripherals 
division, argues that offering a full range 
will be a big plus in a fragmented market. 
Snag: as Mr Petersen admits, mighty IBM 
also has its eye on this market. 

Still, Fujitsu is making a big commit- 
ment to America. In a few months’ time, 
the company plans to open a large new 
plant to produce magnetic storage de- 
vices. Fujitsu's American datatan 





business has grown from sales of $1m in- 
1980 to an estimated $120m in 1983. The 
next step is the design of a new interface 
for the firm’s eight-inch disc drive to 
broaden its range of subcontract clients. 

The extension of Fujitsu’s control of 
Amdahl could be crucial for its computer 
sales; most see the new 48% stake as a 

prelude to a full takeover. Effectively the 

inventor of the market for machines com- 

patible with IBM’s, Amdahl has around 

22% of the American market for main- 

frame computers, and has the large, high- 

quality dealer network that Fujitsu needs. 

Executives at Fujitsu America reckon 

that Fujitsu may soon sell its VP-200 

supercomputer through Amdahl. This 

can process information about 30 times 

faster than conventional multi-purpose 

computers, but has not yet been sold in 

America in competition with IBM’s 

machines. 

Fujitsu already makes nearly a quart 
of its sales overseas, adding computer tie- 
ups with Siemens in West Germany and 
ICL in Britain to its sales of sub-assem- 
blies through Amdahl. A growing chunk | 
is in telecommunications, an area in 
which Fujitsu is less well known. The firm 
is the biggest supplier for Japan’s public 
telephone monopoly, Nippon Telegraph 
& Telephone, and is now turning its sights 
to America, to compete head on with 
American Telephone & Telegraph and 
others. 

Earlier this month, Fujitsu America 
opened a new fibre-optics plant in Dallas, 
Texas. Next month, the firm will market a 
new cellular mobile telephone terminal; 
in July, it will unveil new microwave 
communications systems. It claims that a 
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new fibre-optics transmission system will 
be available for sale in America in 
December. 

A stronger position in the American 
market is essential for the growth targets 
of more than 20% per year that Fujitsu is 
setting itself. Fujitsu America executives 
say they will be ruthless with old, slow- 
growth products if they get in the way of 
new ones. First to go is likely to be a 
series of low-capacity disc drives. 


Philippines sugar monopoly | 


Marcescent 


MANILA 


Even in the looking-glass world of the 
Philippines, where free trade can mean a 
government monopoly controlled by the 
president’s best friend, it may seem odd 
that the abolition of a national monopoly 
should provoke cries of dismay from its 
victims. But so it was this week, when the 
sugar monopoly was ended amid pressure 
from the International Monetary Fund 
(IMF) and local accusations of misman- 
agement and misappropriations. 

Since November of 1977, the National 
Sugar Trading Corporation (Nasutra) has 
controlled the sale of sugar at home and 
for export. The Philippine sugar commis- 
sion grants export licences and acts as a 
regulatory agency. The chairman of both 
is Mr Roberto Benedicto, President Fer- 
dinand Marcos’s closest and richest cro- 
ny, whose business interests extend from 


sugar to banking, shipping, hotels, insur- 


ance and electronics. 

He says he wants to. end the sugar 
monopoly because he is fed up with being 
“maligned again and again”. Sugar plant- 
ers are still “maligning” him by saying (a) 
that the monopoly has not really been 
ended, and (b) that Nasutra is inefficient 
and worse. Mr Benedicto is suing a local 
planter who claimed Nasutra cheated lo- 
cal planters of $1 billion. 

Nasutra will continue in business with 
private traders allowed to compete. But it 


Kyocera bares its teeth 


Japan is opening up its telecommunica- 
tions market to all-comers next year. 
Nobody is sure yet that taking on the 
mighty Nippon Telegraph and Tele- 
phone (NTT) will be worth the bruises 
but Kyocera, a fast-growing company 
selling a range from integrated circuits to 
ceramics, such as jewellery, and false 
teeth, wants to have a go. Joining with 
three others, including Sony, it plans to 
lay an optical-fibre cable between Osaka 
and Nagoya and to start touting tele- 
phone and computer services to busi- 
nesses along the route. Later the cable 
will link up with Tokyo. 

The new venture’s capital will proba- 
bly start at around Y30 billion ($130m), 
chipped in by Kyocera, Sony and their 
two less well known partners: Ushio 
Electric, a specialist in optical technol- 
ogy, and Secom, a small firm making 
security alarms that is trying to shift into 
cable television. Mr Shingo Moriyama, 
Kyocera’s executive vice-president, is 
looking for further partners. _ 





TOKYO 


Though Sony says its stake will be 
small, it is known to be keen to diversify 
away from consumer electronics and 
towards sales of communications equip- 
ment. So its small stake could grow later. 
For Kyocera, diversification makes 
sense, too. Its big growth has come from 
specialist ceramic integrated circuits (a 
market to which it is almost the world’s 
only supplier), other electronic compo- 


Kyocera’s record 


Sales % Prett k 1982 1983 1984E 
Integrated circuits 51 41 48 42 
Electronic 

components 11 13-15 46 
Industrial ceramics 7 959-9 
Computer ceramics 6 
Jewellery 2 Aai 
Audio & business 

equipment H 17 20" 14: 2 
Other ADF SSG) 6458 


Sales Y billion 114 146 158 173 235 
NetprofitY billion 14 14 15 21 26 


Source: Vickers da Costa 


tines ill i 4 A PEREN at he y Tre 





RERS > ve 
will allow its new rivals no more ‘than 25% $ 
of this year’s lucrative quota for exports 

to America, on which exporters earn 


around 18 cents a lb, nearly three times 4 


current world prices. These exports ac- 
count for $200m of 1983’s total Philippine 
sugar sales of $450m. 

Nasutra wants to hold on to its current 
long-term contracts, which are nominally 
worth an average 235 cents a lb and 
account for 565,000 tonnes of the 1.2m 
tonnes exported. It is insisting producers 
sign exclusive five-year contracts, com- 
mitting them to sell all their crop to 
Nasutra. And on top of that, it wants to 


nents and office equipment. The group’s 
sales are forecast to rise by 35% to Y235 
billion in the year to March, 1984. But 
this growth is expected to slow down in 
the next two or three years. 

Kyocera is also well placed in the 
growth market for new ceramics to re- 
place metals in cars and other manufac- 
tures, but wants other money-spinners 
for the longer term. Last year, Kyocera 
added optical technology to its range 
when it bought Yashica, a middling Jap- 
anese camera maker. Communications is 
a logical next step. 

It could be a risky one. Quite apart 
from NTT, competition is likely from 
Japan National Railways (JNR), which 
has ambitions to run cables along its 
tracks, Japan Highway, which plans the 
same along its motorways, and perhaps | 
the electric power utilities. All these 
have deep pockets. JNR, for instance, 
has access to cheap money as a govern- 
ment body—and it needs new business to 
stem its railway losses. Faced with these 
competitors, Kyocera is unlikely to — 
achieve the 30-40% profit growth it has 
become accustomed to from selling tele- 
phone services. 















harge a hefty three cents a lb for “export 
trading expenses”. 

Many of the 44,000 sugar planters and 
42 mills think this amounts to a plot to 
give the fruits of their labour to Nasutra. 
But few of them can risk refusing the 
proferred contracts with the sugar com- 
mission still controlling export licences 
and government-run banks making the 
agricultural loans. 

With the world sugar price at only 63 
cents a lb and falling, few sugar producers 
are making money. The Philippine sugar 
industry is in a worse way than most. This 
= year’s crop is the lowest for 12 years. 
= Yields are only four tonnes a hectare 
against around seven tonnes in Australia 
and elsewhere. Planters are chronically in 
debt. 

Mr Benedicto has been trying to ration- 
alise the industry which has fallen from 
being the country’s number one export 
earner to number seven. In 1978, he set 
up the Republic Planters Bank to lend 
money to producers. He has taken over 
warehouses, railways and inefficient 
mills. Last year, he set up the Philippine 
Sugar Corporation to complete the ra- 
tionalisation programme by buying loss- 
making mills and closing them. 

But the financial panic in the Philip- 
~ pines last September has scuppered his 
plans. Republic Planters Bank now owes 
$157m to the central bank and sugar 
planters’ overdue loans to the Philippine 
= National Bank amount to $86m. The 
___ IMF, now helping to sort out the Philip- 
= pines’ $25 billion foreign debt, does not 
~ look kindly on Mr Benedicto’s dirigiste 
rationalisation. As a condition for new 

loans, it wants the sugar monopoly, and 
e parallel coconut monopoly, disman- 
ed. Properly. 







































ircraft orders 


A fight for India’s 
kies 


dia is dangling contracts worth $4 bil- 
on before the world’s aircraft industry, 
d America’s Boeing and Europe’s Air- 
us Industrie are cutting their margins in 
effort to secure them. Air India (the 
ternational airline) and Indian Airlines 
the domestic carrier) plan to spend $2 
Dillion apiece on new aeroplanes and 
‘spares. For an industry starved of orders 
or the past three years, this is a mouth- 
atering bait. 
Since airlines tend to copy each other 
hen they re-equip their fleets, India’s 
hoice could sway other customers. Until 
a year ago, Airbus was capturing all the 
w orders in the Middle East and Asia. 
2 ne n wis = = 





“Now for the Scotch loch 









Exporters of Scotch whisky are in low 
spirits. After three decades of growth by 
an average of 10% a year, sales by 
volume have sagged since the late 1970s. 
In 1983, sales declined by value too (see 
chart), only the second time this has 
happened since 1945. The Scotch Whis- 
ky Association blames it on the de- 
pressed state of the world economy and 
continuing protectionism in many mar- 
kets. Close watchers of the industry 
think that there is more awry than that. 

To be sure, Scotch has been excluded 
from some markets and been restricted 
in others. For instance, quotas have 
reduced shipments to Venezuela, for 
long the industry’s most important mar- 
ket in South America, by 7.5m bottles a 
year, or 45%. Similar constraints cut 
recorded sales in Nigeria by 1.25m bot- 
tles a year, or 62%. But Scotch’has also 
fared badly in America, its largest mar- 
ket anywhere, taking 26% of total out- 
put. The American economy is recover- 
ing strongly and America has no import 
restrictions on Scotch. Yet the volume of 
demand fell 13% in 1983. 

Scotch, it seems, is going out of fash- 
ion. Taste has turned towards lighter 
spirits such as vodka and tequila, espe- 
cially among younger drinkers (with 
their high disposable incomes). And 
there has been a big shift to wine drink- 
ing. Even among whisky drinkers, 
Scotch has not held its own. Over the 10 
years to 1982, American demand for 
Scotch slipped from 55.2m gallons to 
45.1m gallons, while the consumption of 
Canadian whisky in the United States 






















































Boeing has now reversed the trend—but, 
since airline traffic is growing fastest in 
the developing world, both companies 
view the contest as far from over. 

Indian technical committees have rec- 
ommended the Boeing 767 for Air India 
and the Boeing 757 for Indian Airlines. 
Airbus is reacting by slashing prices and 
offering to find cheap sources of credit. 
Boeing, in turn, has offered discounts. 

Air India made a profit of $34m dollars 
in 1982-83 and looks likely to make $60m 
in 1983-84. It wants to expand its fleet— 
and, in any event, it needs to replace its 
existing Boeing 707s. These guzzle fuel 
and are about to be outlawed as too noisy 
in most of the world. The airline first 
wanted to buy McDonnell Douglas’s 
MD-100 airliner—planned as a superior 
version of the unlucky DC-10. But Mc- 
Donnell Douglas abandoned the project 
last November because too few other 
airlines showed interest in it. 

So the choice has narrowed to the 
Boeing 767 or Airbus A300, with the 
Airbus A310 as a possible option. Both 


Airbus and Boeing have pared an 


rose from 44.3m to 51.6m gallons. 

_ The Scotch industry has reacted by 
mounting a big public relations campaign 
in America, Japan and elsewhere (in 
part, also, to counteract a strong adver- 
tising blitz by the Irish whiskey indus- 
try). Its effect remains to be seen. 

In any event, any upturn in Scotch 
drinking, unless pronounced, will still 
leave Scotland’s distillers and blenders 
with a headache. By law, Scotch fillings- 
—raw spirit that has come out the still- 
—have to mature for at least three years 
(in practice it is usually longer). Fillings 
have long been laid down on the assump- 
tion of a continuing increase in demand. 
The industry will have to live with exces- 
sive stocks and short-time working for a 
while yet. 


go On the rocks? 
Scotch whisky exports 
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prices to around $40m-45m an aircraft. 
And, as a further sweetener, Boeing has 


offered to buy back the old 707s and to 


give Air India a discount of $25m on ~ 
more 747s that the airline is thinking 
buying. 

Indian Airlines is also flying smoothly, 
making a profit of $13.5m in 1982-83 and 
a predicted $21m in 1983-84. It expects to 


carry 7.7m passengers in 1983-84 and 


reckons its traffic will double by 1990. 


It wants to phase out its existing fleet of 
25 Boeing 737s. The Boeing 757 looks a 
formidable contender because it can use 
many airfields originally built for the 
much smaller Boeing 737. Indian Airlines 
already has A300s, and is likely to order 
more Airbus aircraft for its busier routes. 
But the real competition is for the lesser 


routes, where the narrowbody Boeing 
757 has the edge in cost-savings over the 
widebody A310. 

The smart money says that Indian Air- 
lines will start by ordering three Airbus 
A300s and five Boeing 757s this year. The 
final score could depend as much on 


tan as economic rponsiGerations: Mrs 












Indira Gandhi, the Indian prime minister, 
and her son Rajiv (an airline pilot with an 
Italian wife) are known to be more friend- 

Wy to the French than to the Americans. 

B.: India, which this week agreed to 
take advanced military equipment from 
the Soviet Union, is also thought to be 

. discussing taking MiG-29 and MiG-31 
fighter aircraft to counter the American 
F-16 fighters President Reagan has sup- 
plied to Pakistan. The opinion of the 
technical committees is by no means 
conclusive. 


Leipzig trade fair 


Set moderate to 
fair for 9,000 





LEIPZIG 


That barometer of east-west trade, the 
Leipzig spring fair, perennially sticks at 
the same official reading. Each year, the 
fair’s East German organisers duly report 
tat 9,000 exhibitors took part, filling the 
~ 40,000 square metres of floor space. In 
secretive East Germany, the real trade 
climate is better gauged by other tests. 
The taxi-drivers’ test, for example. 
Business this year is still slack, they say. 
Or the Neues Deutschland test. A year 
ago the national daily greeted the fair 
with front-page coverage of Mr Fidel 
Castro’s visit.-This time the pictures were 
of visiting Japanese and West Germans, 
including the Bavarian premier, Mr Franz 
Josef Strauss, and the West German 
economics minister, Count Otto Lambs- 
dorff (see page 36). And, for the the first 
time since 1981, there was a fair-time 


greeting from the American president. 


The true message from Leipzig is that 
western firms have not yet flocked back in 
large numbers, but the political climate 


for trade—which matters in East German 


commerce—has improved. 


_ Many companies with a serious E PER ; _ Leipzig 10 years kaai now 


in east-west trade feel they cannot afford 


to miss Leipzig. Exhibiting may mean 
braving expensive, second-rate accom- 
modation and fending off insatiable bro- 
chure-hunters, but Leipzig is an impor- 
tant contact point for the whole of the 
Soviet block. Only half the exhibitors are 
East German. All the other Comecon 
countries make their presence felt, and 
none more so than Russia. 

This year, as usual, West German firms 
turned up in force. West Germany and 
West Berlin account for about 60% of 
exports to East Germany from the indus- 
trial west (though, for political reasons, 
West Germany counts business with its 
eastern neighbour as “inner-German 
trade”). In 1983, trade turnover rose by 
8% to DM15.2 billion ($5.9 billion). 
Geography, a common language and tra- 
dition, special clearing arrangements, an 
interest-free swing credit facility and East 
Germany’s backdoor access to the com- 
mon market via West Germany all help to 
build a special trading relationship be- 
tween the two. 

West German firms have a practical 
approach to the East German market. 
They know that to succeed they have to 
accommodate demands for counter- 
trade. In the proposed DM600m deal 
with Volkswagen, for example, no hard 
currency will change hands: instead, VW 
will swap vans and a small-engine assem- 
bly line for engine blocks built under 
licence in East Germany. 

Krupp, the steel group that has exhibit- 
ed at Leipzig since 1956, had record sales 
of DM370m to East Germany last year, 
though the figure-was swelled by the 
completion of a DM190m steam-genera- 
tion unit ordered in 1980. Krupp’s exports 
to East Germany average some DM90m a 
year, for which the company is paid 












mainly by East German deliveries of steel _ 
castings, rolled steel, solid and liquid 
fuels and machine tools. 

Steel has become particularly impor- 
tant in trade between the two Germanies. 
Last year, the share of investment goods _ 
in West Germany's total exports to East 
Germany dropped to 18%, its lowest 
since 1970, while West German steel — 
firms increased their sales by 62% to — 
DM1 billion. At Leipzig this week, Peine- 
Salzgitter and Hoesch signed a DM300m 
agreement to process East German steel _ 
into hot-rolled steel. 

But competition is getting tougher. — 
West German exports began to suffer in 
the second half of 1983 after a surge in the 
first six months. Both the Japanese and — 
Austrians—who are also flexible counter- 
traders—managed to increase exports to 
East Germany by about 70% last year. 

Biggest losers have been the Italians — 
and the British, whose exports have been | 
halved in the past two years. Despite — 
pitching up for years, they have not won | 
new orders. Some British exporters have ci 
now lost patience. A notable absentee 
from Leipzig this year was GKN, Brit- 
ain’s engineering and metal-bashing — 
group whose own counter-trade deal has 
run into trouble. $ 

East Germany needs to import western 
equipment to modernise its factories and — 
help with its energy-saving programme. 
Banks have become more interested in _ 
providing credits, but growth in East — 
German imports from the west will de- — 
pend above all on the country’s export — 
performance. Officials are keen to push — 
exports of electronics, machine tools and — 
agricultural machinery. But East Germa- 
ny has found it far easier to supply such _ 
machinery and technology to Russia than — 
to the west. : 
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we grow up... 


will 


Next week the world’s high-fash- 
ion houses will parade their latest 
ready-to-wear designs in the Par- 
is collections. The aim of sending 
glossy mannequins strutting 
around theatrical sets to pound- 
ing rock music is simple—publici- 
ty. The big design companies 
happily lose money on their col- 
lections (especially the haute 
couture collections in January 
and July) in order to sell their 


names. Income from licensing is 


now the staple of the leading 
Paris fashion houses. They still 
design the product, but leave the 


_ manufacturing and marketing to 


others in return for a royalty of 3- 


= 10%. For how these and other 


changes in the industry are affect- 
ing the household names in the 
French fashion business, as well 


-as their competitors in other in- 


dustrial countries, read on. 
Figures from Christian Dior, 
the haute couture subsidiary of 
Boussac-Saint Fréres (which is 
itself part of the ailing Agache- 
Willot group), show just how 
much of a sideshow direct sales 
have become for some leading 
French fashion houses. World- 
wide sales of products made by 
Dior and its licensees reached 
FFr3.34 billion ($500m) in 1982, 
arise of 23% over 1981. But 90% 
of these sales came from some 
160 licensing deals around the 
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In fashion the name is the game 
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world. Only FFr342m accrued di- 
rectly to Christian Dior SA in 
Paris. Though the sales of Dior’s 
very own fur and haute couture 
wear rose by 21% to FFr38m, 
they provided a minuscule 1.1% 
of overall turnover. 

The dominance of licensing in- 
come is beginning to worry Dior. 
The more a name is used the less 
“exclusive” it becomes—and so, 
eventually, the less valuable. 
“We feel 90% of turnover from 
licensing is quite dangerous,” 
says Mr Jean-Claude Gombault, 
special assistant to Dior’s compa- 
ny president Mr Jacques Rouet. 
“We are looking for more equi- 
librium—perhaps a 70:30 split 
between licensing and our own 
production.” ~ 

The Chambre Syndicale de la 
Couture Parisienne, the trade as- 
sociation of 24 top French design- 
ers, is as agitated as Dior. It feels 
that the French fashion industry's 
good name is being cheapened by 
excessive licensing. For if style 
can be equalled in Milan, if cut 
can be matched in Tokyo and the 
quality of cloth in Hongkong, 
then good name becomes an im- 
portant commodity. 

Paradoxically, the pressure to 
exploit a name stems from the 
cost of keeping it “exclusive”. 
Louis Feraud, a member of the 


charmed circle, spends one half Source: Chambre Syndicale de la Couture Parisienne 





of his promotional budget on ad- 
vertising actual goods and the 
other half on burnishing the im- 
age of quality associated with his 
name (eg, by joint promotions 
with Rolls-Royce). Making mon- 
ey out of snobs is nothing new. 
Miss Coco Chanel licensed her 
name on perfumes as long ago as 
1924. And Dior did the same just 
after the second world war. 

Romantics say that the genius 
of Christian Dior (who died in 
1957) has been ill rewarded. 
Since the early 1970s, the fashion 
house’s profits have been swal- 
lowed up by the loss-making par- 
ent company. Since the Dior 
company had no resources to 
invest in production abroad, li- 
censing others to make its designs 
seemed the obvious answer. 

Arguably, licensing helps the 
shopper. Italian-made suits are 
not necessarily suitable for 
broad-shouldered Americans, 
nor French dresses for tiny Japa- 
nese. This reasoning does not 
always command favour with 
mercantilists since a dress made 
under licence in South Korea, for 
instance, may well block the ex- 
port of a dress made in France. 
With licensed wear, the only ben- 
efit to France is royalty income. 

Dior’s espousal of more in- 
house production may be de- 
signed to soothe the powerful 
French textile unions (these are 
refusing to allow the floating off 
of the company from the bank- 
rupt Boussac group). But it also 
represents a general intention 
among the Chambre Syndicale’s 
members to reverse the “down- 
market” popularisation of Pierre 
Cardin and others. As evidence 
that the trend is changing, the 
Chambre Syndicale says French 
couture sales jumped 48% in 
1982, compared with 20% for the 
rest of the fashion industry. 

In 1982, the latest year for 
which comprehensive figures are 
available, the Chambre’s mem- 
bers had a total turnover of about 
FFr10 billion. About half of this 


came from perfume sales; FFr1. 
billion from ready-to-wear ane 
accessories (including exports oi 
FFr900m); and a mere FFr140n 
from couture work. 

The more established a design 
er becomes, the more marketable 
is his name. An example is My 
Karl Lagerfeld, who, somewha’ 
unusually for a designer, works a4 
a freelance. He has been associat 
ed for more than a dozen years 
principally with Chloe, a ready: 
to-wear house that is a member 
of the “second division’: the 
Chambre Syndicale du Prét-a- 
Porter des Couturiers et des 
Créateurs de la Mode, which has 
43 members. 

Mr Lagerfeld has helped buildi 
Chloe’s annual turnover to $10m, 
plus $4.25m in licence income. 
Some $2m comes from cosmetics, 
chiefly Parfums Lagerfeld, which 
are licensed for 40 years fr 
1974 for manufacture by Eli Wi 
the American pharmaceutical 
multinational which also owns 
Elizabeth Arden. 

Mr Lagerfeld is aware of his 
worth. He shocked the fashion 
world when he told Women’s 
Wear Daily, the industry’s hand- 
book, last October that he would 
only renew his contract with 
Chloe when it expired in Decem- 
ber, 1983, if Chloe’s owners—Mr 
Jacques Lenoir and Ms Gaby 
Aghion—relinquished 35% of 
their holdings to the American 
manufacturer Bidermann Indus- 
tries (which already produces 
Yves Saint Laurent menswear for 
Europe and some Ralph Lauren 
womenswear for the United 
States). “Chloe is a disastrous 
operation—like some poor East 
German outfit,” the designer was 
quoted as saying. “An American 
interest could make the compé 
modern and efficient and prov 
some thinking for the future.” 

However, Chloe’s owners re- 
fused to accept this ultimatum. 
They do not want to dilute their 
interests with an American com- 
pany. Ms Aghion says her prod- 


Sweet-smelling sales 


French couture houses: sales of products, 1982 est 
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Direct 
by Chambre Syndicale members 
Total:F Fri-Sbn 


Ready-to-wear: 
female 
FFr 520m 


male 
FFr 300m 


Couture and 
boutique 
FFr 140m 
Licensing of 
accessories 
FFr 525m 


* Including products made under licence 
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uct is French, and that is what her 
customers want. So Mr Lagerfeld 
is not with Chloe this year. He is 
marketing his own designs in- 
stead through Bidermann. 

Mr Lagerfeld’s foray into the 
rich American market is under- 
standable. For the past 12 months 
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... to look so chic? 


he has been designing for Chanel, 
a private company owned mainly 
by the Swiss firm Pamerco. The 
firm is cagey about figures and 
will say only that turnover has 
increased 14 times since Coco 
Chanel’s death—perhaps not as 
brilliant a performance as first 
appears since.a complete range of 
ready-to-wear, cosmetics and ac- 
cessories was added in 1978. 
"owever, the firm does admit to 
“fantastic boom” since Mr La- 
zerfeld started designing for it. 
The greatest exponent of li- 
censing is Pierre Cardin, which 
like Dior and Chanel is among 
the members of the Chambre 
Syndicale de la Couture Pari- 
sienne. At the last count, Mr 
Cardin’s marque was on 150 
products from telephone receiv- 
ers to the interiors of executive 
jets. These products are covered 
by 640 separate licences in 93 
countries and are said to bring an 
annual turnover to the licence- 
holders of $1 billion. This is only 
an estimate because Mr Cardin 
says it is impossible to tally gross 
sales divided between 10 main 


divisions of a private company 


(although he does reveal that 
sales of one licensee in the Unit- 
ed States are $200m a year). 

In terms of sales, however, 
Pierre Cardin is dwarfed by Yves 
Saint Laurent. Saint Laurent 
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claims total turnover for his li- 
cerisees in 1982 of $2 billion. This 
includes $400m from the perfume 
business, licensed to the compa- 
ny’s former owner, Charles of the 
Ritz (which in turn is owned by 
Squibb, the American drug 
company). 

Couture provides even less of 
the turnover at Saint Laurent 
than at Dior—FFr25m or 0.15% 
in 1982. The Rive Gauche ready- 
to-wear line—designed by Saint 
Laurent, manufactured in France 
and sold in 170 franchised bou- 
tiques around the world—has 
sales of another FFr75m. But the 
turnover of the holding company 
Yves Saint Laurent SA was only 
FFri95m_ in 1982, rising to an 
estimated FFr250m ($33m) in 
1983. 


Class, American-style 


Across the Atlantic, America’s 
few haute-couture names, like 
Halston, Oscar de la Renta and 
Ralph Lauren, are even more 
interested in ready-to-wear and 
licensing as their sources of in- 
come. Women’s Wear Daily says 
that designer licensing was “born 
in France, refined in the United 
States and exploited in Japan”. 

“Refined” means having li- 
censing agents such as Mr Leo 
Gore, who since 1975 has 
matched designers and manufac- 
turers in deals worth over $1 
billion in sales. His clients include 
Oscar de la Renta, Sasson and 
Gloria Vanderbilt. 

Nowhere more than in up- 
wardly mobile America have 
marketing men been able to ex- 
ploit the sense of status associat- 
ed with a top designer label. The 
Jordache marque, for example, 
after just four years is generating 
$450m-worth of sales a year from 
67 products in 35 countries; 
Ralph Lauren has an arrange- 
ment with a leading Tokyo de- 
partment store, Seibu, which is 
reckoned to sell around $30m of 
his goods a year. Seibu Depart- 
ment Stores sells most of the 
“prestige” names of fashion, in- 
cluding Yves Saint Laurent, Her- 
mes and Missoni. 

Japan’s own designers can now 
be counted among those names: 
Rei Kawabuko of Comme des 
Garcons and Issey Miyake were 
among the hits of the last collec- 
tions. Issey Miyake’s menswear 
and womenswear come in only 
three sizes—small, medium and 
large—but style-conscious- shop- 
pers are willing to pay up to $500 
for the textiles, the finishing and 
the cut of his garments. The 
Miyake-label creations made 
sales of $35.5m in 1982—$17.5m 
in Japan, $18m elsewhere. Mr 


Miyake’s mass oriented labels Is- 
sey Sports ($33.5m turnover in 
1982) and Plantation ($12.5m 
turnover in 1982)—are beginning 
to be seen outside Japan. There 
are also Issey Miyake licences for 
ties, handbags, luggage and 
sheets. Issey Miyake’s total turn- 
over in 1982 was $109m. 

The chain-store buyers who 
will be at the next week’s Paris 
collections are also beginning to 
take notice of British fashion for 
the first time since the “swinging 
sixties”. Until recently not much 
had changed since those days. 
Miss Mary Quant has practically 
given up making her own prod- 
ucts, preferring to market her 
talents as a “design studio” bring- 
ing in around $35m a year in 
royalties. 

The successful fashion entre- 
preneurs have been “safe’’ names 
like Jaeger (1982 turnover 
$103m) and Hardy Amies, which 
claims to sell $150m-worth of 
goods a year from 45 licences, 20 
of them in Japan. 

The average British designer, 
however, finds it difficult to gen- 
erate sufficient domestic income 
to take off commercially. The 
lucky ones like Zandra Rhodes, 
who can say “‘licensing is the only 
way to expand”, are few. 

While Britain has been strug- 
gling, West Germany has gone 
from an also-ran to a front run- 
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ner. In 1982, West Germany be- 
came Europe’s leading exporter 
of womenswear for the first time 
when it sold $2.2 billion-worth of 
goods against Italy’s $2.06 bil- 
lion. This was achieved not by 
having top-flight designers 
(though Germany’s Dietmar 
Sterling now shows at the Paris 
collections). Rather it is the re- 
sult of an efficient industry. 
Somehow, to the annoyance of 
the French, it manages to circum- 
vent EEC regulations and have 
garments made up by communist 
enterprises in eastern Europe, 
which succeed (pace Mr Lager- 
feld) in delivering goods of excel- 
lent standard on time. 

The success of the Germans is 
causing Saint Laurent, Dior and 
other top Paris fashion houses to 
stress their haute-couture origins. 
Apart from Cardin, who is in a 
category of his own, French de- 
signers no longer feel the urge to 
stamp their name on everything 
they produce. The return to ex- 
clusivity makes business sense. 
Saint Laurent’s couture sales 
were up from FFr25m in 1982 to 
an estimated FFr40m in 1983. 
The company’s secretary, Chris- 
tophe Girard, ascribes this to Mr 
Saint Laurent rediscovering that 
“couture is the most creative of 
fields with none of the limits and 
restraints you find in ready-to- 
wear”. 


The Italian fashion designers are not—as yet—in the same 
league as the French when it comes to selling their names. They 
have tended to eschew licensing deals. Giorgio Armani and 
Missoni have only six each and Versace three. One reason is the 
buffeting of Italy’s haute couture by the social changes of the 
past two decades. In place of high-fashion houses making 


individual $4,000 dresses for a 


market of perhaps 2,000 rich 


women (or women with rich husbands), Italy has an efficient 
designer and stylist industry working closely with local manufac- 
turers to produce top-quality ready-to-wear ranges. 

Italian clothes manufacturers made an estimated $10.5 billion 


of clothing and textiles last year. 


But only 5-6% of this turnover 


is at the top end of the market, where Krizia, for example, does 
$65m-worth of business a year, including licences. Another 14- 
17% comes from top designers’ second ranges, such as Giorgio 
Armani’s Mani line; 45-48% from “sportswear” and other 
quality garments for high street chains such as Benetton; and 
the rest from mass-produced goods. 

Italian designers tend to prefer franchising to licensing. This 
means that they sell their own products bearing their names 
through selected stores at home and abroad. The result, they 
say, is control of the product and of their good name. Giorgio 
Armani, for example, makes an annual income of around 
$116m, chiefly from 15 boutiques (eight in Italy and seven 
abroad) under his name and 91 Emporio sportswear outlets. 

Benetton is hardly a top fashion house at all, but its stylists 
know how to keep everybody from Diana, Princess of Wales, to 
the girl-next-door buying from their range of 6,000-8,000 pieces 
a season in up to 40 colours. Benetton’s factories supply the 
company’s 2,500 shops with goods which were expected to net 
$300m in 1983—up from $41m in 1978. 
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Saudi International Ban c 
AL-BANK AL-SAUDI AL-ALAMI LIMITED 


Extract from Consolidated Accounts at 31 December 1983 


Share Capital and Reserves 
Subordinated Loans from Shareholders 
-Total Capital Funds 


- Deposit Liabilities 
Loans 
Total Assets 
Profit before Taxation | 
Profit attributable to Shareholders 


1983 
£'000 
99,906 
54,425 
154,331 


2,518,669 
1,215,348 
2,772,845 


20,289 
11,350 


» Shareholders: Saudi Arabian Monetary Age 


Morgan Guaranty Trust Com 


Apr of New York, 
Deutsche ank AG, 


Pes ues London EC2M 3TB.Telephone 01 


National Commercial Bank k paud! real geen a. 
e Bank of To! 


1982 
£000 
77,306 
126,787 
2,324,746 
1,045,312 
2,531,748 


15,282 
9,430 


; Ltd, Banque Nationale de Paris, 
Notional Westminster Bank PLC and L nion: BankofS Le 


-638 2323. Telex 881226 











The London stockmarket 
Swings to the Lawson beat 


Not for years has the London stockmar- 

ket had a budget like it. No sooner had 

Mr Nigel Lawson, Britain’s chancellor of 

the exchequer, sat down after delivering 

his first budget speech on the afternoon of 

_ March 13th, than share prices took off. 

e rush came in after-hours trading with 

index closing at a new high of 865, up 

20.9 points on the day. Not since Septem- 
ber, 1981, has there been such a leap. | 

Share prices were given their zest by 
the scrapping of the national insurance 
surcharge, the 1% tax on company pay 
rolls, and by the cut in corporate taxes to 
35% over the next three years. These two 
together should boost companies’ after- 
tax profits by about 2.5%, on the reckon- 
ing of Phillips & Drew, the London 
stockbrokers. 

Mr Lawson’s halving of stamp duty on 
share transactions from 2% to 1% also 
caused the stockmarket to cheer, though 
some had hoped he might abolish stamp 


































Nicer than 
- the last one, 
Nigel 


FT-industrial 
ordinary 


duty altogether. Dealing costs in Britain, 
says Phillips & Drew, will still be the 
highest in any leading market. For the 
purchase of the equivalent of $1m of 
shares, they work out at 1.37%. By 
contrast, typical rates in the United States 
and Canada are 0.35%; in France, 
0.44%; and in Japan, 0.60%. 

The euphoria did not last. Heavy sell- 
ing marked the opening of trading on 
Wednesday, March 14th. After dipping 
up and down for most of the day, the FT 
ordinary index closed 0.4 points down at 
864.6. Shares hit hard included those of 
banks and life insurance companies. Af- 
ter breathing a sigh of relief that Mr 
Lawson had skipped such nasties as a new 
special tax for them, banks’ shares wilted 
as investors added up the effect of cuts in 
capital allowances on their leasing profits. 
The big clearing banks—Barclays, Na- 
tional Westminster, Lloyds and Mid- 
land—could now have to set aside an 
extra £1 billion for tax that has been 
deferred, about 60% of their pre-tax 
profits in 1983. 

Life insurance companies fared little 
better. The abolition of life assurance 
premium relief (ie, tax relief of 15% on 
most life policies), though widely predict- 
ed, caused the shares of most to sag. One 
that fell far was Hambro Life; a lot of its 
profits come from the premiums on life 
policies linked to unit trusts. The drop in 
capital allowances from 75% to 25% in 
two years on new plant and machinery 


_ may well hurt such companies as British 
_ Aerospace and Cable & Wireless which 


spend a lot on capital goods. 
What of the gainers? The companies to 


get the biggest boost from the chancel- 
lor’s decision to cut taxes will be service 
companies (ie, those that pay most tax 
and have the lowest capital allowances). 
Tronically, among the shares that might 


ome out on top are those of insurance 
pies such as Hogg Robinson and 
Sedgwick Group. Their earnings could 
jump by up to 30%, say analysts. Retail- 
ers will also get a boost, because most pay 
s$ than 35% tax in a good year and do 
not quay for capital allowances on new 
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shops. With their large workforces, bye ihe a 


will also benefit from the scrapping of the — 
national insurance surcharge. N 
Investors in gilts (government bonds) 
also got something to please them thi 
week, but not much. The biggest help fo 
them is a cut in interest rates. The banki 
duly obliged. As expected, most of them 
cut their base rates by 0.5 percentage 
points, leapfrogging Barclays’ 0.25 point — 
cut the week before. With one eye 
(rising) rates in America, though, the gilts _ 
market is unlikely to shine like equities 
The chancellor’s forecast of a £7. 
billion public-sector borrowing requi 
ment in 1984-85 suggests that the gilts 
market will not be swamped with new 
issues. But recent tax changes, wrought in — 
and out of the budget, will make investing — 
in gilts less attractive to some big buy- — 
ers—eg, building societies and life insur- — 
ance companies. And the encouragement 
that Mr Lawson has given to the issue of 
new fixed-interest corporate bonds could _ 
siphon cash away from gilts. The stock- E 2 
market could soon be luring gilts’ buffs 
into pastures new. 


British banks | 4 x 


Barclays Wedds 
de Zoete’s a 


Barclays, Britain’s biggest bank, wants to 
become Britain’s biggest dealer in securi 
ties too. It announced this week that i 
to team up with de Zoete & Bevan, 
large stockbroker, and with Wedd, Dur 
lacher Mordaunt, one of Britain’s biggest 
stock jobbers (or market makers), to — 
form “a powerful new international secu- _ 
rities company”. 

Barclays dangled the prospect of givi 
customers at its 3,000 branches in Britain 
the chance to buy and sell shares at the 
press of a button after viewing share 
prices on a screen. It wants to offer 
individuals a cheap, “no-frills” disco 
brokerage service like that increasingly 
available at American bank branches 
Should it achieve this ambition, it 
have done more to spread the share- 
owning habit among Britons than a 
thing in the chancellor of the excheque 
pro-equities budget this week. 

Britain’s clearing banks are making 
most of the running in forging new link 
with securities firms now that Londo: 
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stockmarket is to become less exclusive 
ee chart). On March 12th, the same day 
as Barclays’ announcement, Midland 
Bank said Samuel Montagu, its 60%- 
ned merchant banking subsidiary, is to 
ke a chunk of W. Greenwell, which is 
‘best known as a broker of gilts (British 
government bonds). Last month, Nation- 
al Westminster bought 29.9% of Bisgood 
Bishop, a jobbing firm. That leaves 
oyds. Bank as the only one of the big 
our clearers yet to move. 
~ Barclays wants to buy a 75% stake in 
th de Zoete and Wedd. The two pri- 
vate partnerships will then be grafted on 
fo. one-of the bank’s offshoots, probably 
merchant banking subsidiary. All told, 
e purchases could cost Barclays £100m 
r more. But they will take time. At 
présent,. stock exchange rules limit out- 
ers to a 29.9% holding in a single 
member firm and to only 5% in any 
ubsequent deals. The stock exchange has 
baulked at lifting the limit. It is anxious to 
‘otect its own from outside competition. 
notably big foreign conglomerates like 
America’s Merrill Lynch. It will mull over 
‘some possible changes in a discussion 
document it is due to publish soon. 
> Why are the clearing banks linking up 
‘With. existing firms rather than -hiring 
jobbers and/or brokers to set up on their 
own? Arethey being egged on? Last week. 
Mr Robin Leigh-Pemberton, the governor 
of the Bank of England, said that if existing 
firms were: strengthened the stock ex- 
change door should be opened to foreign 
ties firms. What greater strengthen- 
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ing than to have the capital and sales outlets 
of a clearing bank behind you? 

The British clearing banks are already 
financial service supermarkets. National 
Westminster is the country’s biggest in- 
surance broker for personal lines of busi- 
ness: Lloyds, the biggest estate agent. 
They all have busy merchant. banking 
subsidiaries and deal in the off-the-ex- 
change Eurobond market. The danger of 
conflicts of interest looms large. 

The Bank of England has said that the 
bits of a big financial group should be run 
at arm's length from one another. Will 
that be enough? Professor Jim Gower’s 
report in January on investor protection 
recommended that the big banks should 





Non-disclosure 






America’s Securities and Exchange 
Commission (SEC) wants to computer- 
ise the 6m pages of information it re- 
ceives each year from 11,000 public com- 
panies. Each of them bombards the SEC 
with an average of eight different docu- 
ments a year, covering quarterly and 
annual results and—eagerly awaited on 
Wall Street—details of shares bought by 
a company’s own employees or by 
predators, 

The new computers could help punters 
to get their tips more quickly. But they 
may cause a wrench at a small company 
called Disclosure Partners. It has made:a 
living for years from selling information 












single si 

tory ag about 20 suc 
agencies that Professor Gower wanted. 1 
single agency’ 1s unlikely to be able t 
police every aspect of Barclays’s growin 
business. It will be some time before th 
features of the City of London’s ñe! 





acceptable face are clearly visible: 


Oil company mergers 


Inferiorodds. 


NEW YOR 


The odds Wall Street is laying against th 
world’s biggest merger being consummat 
ed.are very long indeed. By the middle o 
this week, eight days.after Standard Oito 
California offered $13.4 billion for Gul 
Oil, Gulf’s shares were selling for jus 
over $64. If the Socal deal goes through 
Gulf’s shareholders should get $80 a s 
in one month's time. So gamblers 
buy Gulf’s shares now stand to get j 
return of 25% on their investment in. 
month if there is a merger. They shouk 
remember, though, that Gulf shares havi 
sold for as little as $303 in the past. £ 
months—long before any takeover tall 
began. 

The political drive for a moratorium ot 
oil mergers (see page 63) has sent man 
running for cover. Large speculative posi 
tions in Gulf’s shares have been liquidat 
ed in great haste. Gulf shareholders car 
place some blame for the political interes 
in a moratorium on Mobil's speed ir 
reaching agreement last weekend to pa) 
$5.7 billion for Superior Oil, a largi 
American oil producer. The spectre o 
further quick increases in the concentra 
tion of the oil industry has intensified the 
anti-merger sentiment in congress. Supe 
rior. Oil's shares, like Gulf’s; have suf 
fered. Their price fell to $374 on Tues: 
March 13th, a big discount on the $.. - 
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filed with the SEC through a microfilm 
subscription service, and. by’ supplying 
individual documents in a hurry. The 
SEC helps Disclosure Partners distribute 
its information; in return it gets micro- 
filins and other services. 

The SEC has little hope of getting the 
$50m from congress it needs to comput- 
erise. So, after spending $6mon fiddling 
with computers for a couple of years, it 
will ask an outside contractor to put up 
the money in return for the rights to:sell 













dts information. One. official. says. that 
“Disclosure Partners lacks the knowhow 
“to do-the job. When will the small firm 








disclose its partners" future plans? 












‘Mobil intends to pay in cash or 
surities within the next 60 days should it 
he green light. 
ome speculators in Gulf Oil are still 
that Mr T. Boone Pickens, the 
maverick oilman who, with friends, owns 
% of Gulf, can get the support of 
ough Gulf shareholders in a proxy fight 
put him and his friends on the board; 
rom there they could then liquidate the 
ompany piece by piece. A moratorium 
uld prohibit Mr Pickens from buying 
ntrol of Gulf. It is not yet clear whether 
would prevent him from acquiring con- 
rol of the company through a proxy fight, 


(Concentrated oil 


































ght in by for 

; $bn 

noco ` 1981 DuPont 7.2 

athomOil 1982 US Steel 6.0 

bs Service 1982 Occidental 4.0 

tty Oil 1984 Texaco 10.1 

Sheli Oilt 1984 Royal Dutch/ 5.2 
$ Shell 

Gulf Oil* 1984 Socal 13.4 

uperior Oil” 1984 Mobil 5.7 
_"Subjectto approvals t31% not aiready owned 


_ The threat of a moratorium has put a 
crimp in the share price of Louisiana 
Land, Unocal and other oil companies 
yat have oil and gas reserves of over 
00m barrels—the proposed cut-off point 
r a moratorium. But such smaller oil 
d gas producers as Sabine, Adobe Oil 
Gas, and Southwestern Energy have 
some even more attractive takeover 
andidates. 











French state companies 








‘Spring sale 


When governments acquire a rag-bag of 
companies, as President Mitterrand’s 
French one did in 1981, they can soon be 
forced to sell bits of the good ones to raise 
_more money for the bad. 

; Leading the way down this road in 
France is the profitable Compagnie Gén- 
“€rale d’Electricité (C GE), one of the 
strongest of the companies nationalised 
«by the Mitterrand administration. On 
March'8th, it put up for sale 19.6% of a 
subsidiary, Compagnie Electro Finan- 
“eiére, for FFr74.4m ($9.3m). The sale 
< leaves CGE with 59.4% of Electro Finan- 
cière, a holding company which has 10% 
stakes in CGE’s two biggest subsidiaries, 

‘Alsthom Atlantique and CIT Alcatel. 
Other better-performing state compa- 
nies know that the manna will henceforth 
be spread more thinly. The government 
-orders to hold down the budget 
So, with the two state steel firms 
year’s state 
















subsidies, other nationalised firms. are 
having to find ways of raising money for 
themselves. Those with something to of- 
fer are turning to the stockmarket. 

Saint-Gobain, the diversified glassmak- 
er, is expected to put one third of Saint- 
Gobain Emballage, its packaging subsid- 
iary, up for sale before long. The Paris 
bourse believes Elf Aquitaine, the state- 
controlled oil company, will soon in- 
crease its capital by going to the equity 
market for the first time in a quarter of a 
century. And when the Thomson elec- 
tronics group was recently reorganised 
into five divisions, commentators were 
quick to note how easy it would be for the 
nationalised firm to swap a minority inter- 
est in one of the divisions for outside 
finance without yielding the principle of 
state control. 

Last year, four state-owned firms is- 
sued “participatory certificates”. a form 
of non-voting loan stock thought up by 
the finance ministry and first used by 
Saint-Gobain. The French Communists, 
who have four members in the govern- 
ment, and left-wing Socialists do not like 
what is happening. But the finance minis- 
try and the nationalised industry bosses 
are undeterred. 

The Paris bourse is in the mood for 
state sales. It has recovered strongly from 
the initial shock of left-wing rule. This has 
been partly because the government has 
made other forms of investment (includ- 
ing property and gold) even less attractive 
than shares; partly also because the weak 
franc has attracted foreign buyers. The 
bourse certainly had no reservations 
about CGE’s offer of Electro Financière 
shares. The. offer was almost 70% over- 
subscribed. 


Argentine debt 
Bankmanship 





BUENOS AIRES 


Argentina has shaken the fragile confi- 
dence of western bankers that their Latin 
American loans are at last on the mend. 
The country is refusing to use reserves 
estimated by Mr Bernardo-Grinspun, ‘its 
finance minister, at between $900m and 
$1 billion to pay any of its arrears of about 
$3 billion on its debt. The Argentines say 
they will only pay up if the banks agree to 
hand over the rest of last year’s $1.5 
billion medium-term loan. 

Problems have bedevilled the negotia- 
tions between Argentina and its bankers 
ever since they began in mid-1982. After 
months of delays and objections, and 
mounting interest arrears, the banks paid 
over $500m of the $1.5 billion joan to- 
wards the end of last year. : 










Aplate-full 


Argentina’s debt: due to BIS banks 
at end, 1983 Total $25:5 bn, of which 
$13-6bn due within 12-months 
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Maturity profile of external debt* 
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tule, Argentina's economy went intova 
spin. Real wages, restricted to an increase 
of 5% last year under the terms of Arge 
tina’s agreement with the IMF, ended 1: 
20% higher than in 1982. The budget 
deficit, on. (optimistic) official. figures. 
rose to 13% of gdp, and inflation ended 
the year at. 434%. The IMF agreement 
was suspended; the banks.refused to hand _ 
over any more cash; and the Argentine : 
central bank virtually stopped servicing 
its bank debts. 
The Argentines are fully aware that 
American banks will have to classify som 
$1.1 billion of their loans as “non-pe 
forming” if interest remains unpaid 
March 31st. So they have been. holding 
out. This pressure seems to have united 
the bankers in their determination not 1 
pay out any more cash until Argentina 
has reached a new agreement with 
IMF. The banks feel that if they cav 
they will leave themselves vulnerable in 
other rescheduling negotiations. Besides 
they argue, without an IMF programme 
the underlying economic problems: will 
remain untouched. 
Though negotiations with the IMF 
have been slow, there is progress. A new 
IMF mission is due to arrive in Buenos 
Aires in the week beginning March 18th, 
will 

























































































red to start negotiations ‘father than 
imply collect numbers. 

-Two serious disagreements loom, The 
first is on the size of the budget deficit. 

The IMF is likely to insist that it be at 

least halved (as a proportion of gdp) 

compared with the 1983 level. The second: 
one is inflation. Argentina is intent on 

‘suppressing it through price controls. 
This approach will not please the IMF, 

vhich insists that tight control of domestic - 
‘eredit is the only long-term solution for 

inflation. 





-through 


i posts and telecommunications. 


© Japan's financial system, made to an 
:- American template, is being reshaped 
like America’s..In. Tokyo, as in New 
York, the talk is of new financial instru- 
ments, the blurring of old boundaries 
between financial institutions, and the 
deregulation of interest rates. The noisi- 
' est pressure for such changes is coming 
from the United States, increasingly ex- 
© erted through Japan’s pro-American 
prime minister, Mr Yasuhiro Nakasone. 
American pressure has centred mainly 
on Japanese controls that limit the use of 
the yen outside Japan, and so tend to 
keep it undervalued. In seeking to make 
», the yen a more international currency, 
negotiators have sought and won conces- 
sions to encourage more issues of Euro- 
~< yen bonds and yen-denominated certifi- 
cates of deposit. 
~ But these are minor moves compared 
¿With the changes under way in the Japa- 
nese markets themselves. For the most 
< powerful. force for change lies within 
Japan: the ambitious and assertive secu- 
ities companies, led by Nomura, that 
-are keen to win away a slice of the 
~ bankers” business. Japanese finance has 
“been strictly compartmentalised. Only 
“securities companies have been allowed 
= tO underwrite and trade in shares. But 
they cannot take deposits. Commercial 
` banks (known as city banks) collect retail 
` deposits but have their rates controlled. 
They cannot deal in shares. Trust banks 
manage pension funds. 
These compartments are gradually be- 
< ing prised open. Many securities firms 
“are now offering money-market certifi- 
cates similar to American money-market 
»funds. Thesé have lured away the city 
banks’ ordinary deposits. Four joint ven- 
tures’ between Japanese brokers and 
„American banks want to break into trust 
banking. Nudged by the Reagan admin- 
istration and Mr Nakasone, the finance 
inistry seems likely to give its approval. 









These rows are likely to delay a new 
IMF agreement until, at least, mid-May. 
Bankers worry that, meantime, Argenti- 
na could be tempted to repudiate its 
debts. Argentina’s strong external ac- 
count fans their fears. The central bank is 
forecasting a trade surplus of $3.1 billion 
this year. So it does not need new loans. 

Some $4 billion of public- and private- 
sector Argentine debt matures this year, 
on top of 1983's arrears. Repudiation 
would eliminate this big problem at a 
stroke. None the less, the bankers’ fears 


The postman’s knock 


TOKYO 


__ After being doubled-giazed for so long, Japan’s financial markets are 
_ beginning to feel the same sort of competitive winds that are blowing 
merica and Britain. The cautious masters of change are the 
ministry of finance and the Bank of Japan. But they face reactionary 
opponents: Japan’s big postal savings bank and its patron, the ministry of 


The city banks are responding to the 
brokers’ competition by offering depos- 
its linked to medium-term government 
bonds. But both the trust and city banks 
argue that the first liberalising step 
should be the deregulation of interest 
rates on small deposits (now set by the 
Bank of Japan) rather than a spasmodic 
lowering of barriers. This, though, 
brings them in conflict with a shadowy 
power in Japanese finance: the postal 
savings bank. 


Japanese savings 
deposits with: 


280 


1972 74 76 78 80 


Japan’s postal savings bank presides 
over nearly $300 billion of deposits, 
which is 2} times the pile of the world’s 
biggest commercial bank, Citicorp. Yet 
it is outside the direct control of the 
Bank of Japan, the country’s central 
bank. While the Bank of Japan sets most 
deposit rates, the postal bank’s rates and 
terms are set by the ministry of posts and 
telecommunications, and are normally 
better than the banks’. 

The postal savings bank is also beyond 
the taxman’s reach. In principle, no 
individual is allowed to hold more than 
one account at the post office, nor to 
deposit more than Y3m ($13,400). As 
with bank deposits, interest on the Y3m . 
is tax-exempt. But so many accounts are 


1970 72 74 76 78 80 82 











are probably misplaced. Majority opinio 
in the Argentine cabinet, led by Preside: 
Raul Alfonsin, is that a formal break wit 
the international banking communi 
would lead to social and political chac 
and, possibly, another military coup. Th 
Argentine negotiating, team will no 
though, try too hard to reassure th 
creditors. It is composed of clever ec 
nomic technocrats. They know that the 
can get better terms out of the bankers 
they give them an occasional fright < 
two. 


opened in false names that there are now 
more than three postal savings accounts 
for every man, woman and child in 
Japan. These advantages have helped 
the postal savings bank to increase its 
share of personal deposits from 19.5% in. 
1972 to nearly 31% last year (see chart). { 
In. so doing, it has shifted some control 
over monetary policy away from the 
Bank of Japan and to the postal ministry. 

Even if the interest-rate and tax ad- 
vantages were removed, the postal sav- 
ings bank would still be an unfair com- 
petitor. As a government bank, it does 
not need to follow normal commercial 
rules. It has made accounting losses for 
the past three years (see chart), falling 
Y232 billion ($1 billion) into the red in 
the year to March, 1983. The bank loses 
money because, with 22,000 branches, it 
has high overheads, it pays high deposit 
rates and it gives cheap loans to the 
government. 


Postal savings bank profits 
Fiscal years, to March 31st 
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Last year, the postal bank lent the 
finance ministry’s trust fund bureau 
Y7,900 billion ($35 billion), mostly at an 
interest rate of 7.1%. The ministry then 
ient this on cheaply to pubfic 
corporations. 

The local postal savings bank branches 
often act as key organisers and fund- 


’ raisers for Liberal Democrat politicians, 


the rulers of Japan for the past 34 years. 
On one estimate, 300 Liberal Democrat 
parliamentarians are beholden to the 
postal bank for at least part of their local 
party organisation. As the government's 
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1983 

£m 

Group sales 1,702.8 
Trading profit 125.6 
` ` Group profit before tax 106.9 

_ Dividends 24.2 
Earnings per share (net vasis) 13.60p 





1983 was a year of progress, when we 
built successfully on the changed 
geographical balance of the business, to 
which we have been working over the 
tast few years. 
All regions improved their return on 
operating assets. 
The board is recommending a final 
dividend of 3.90p per unit (1982: 
3.50p), giving.a total for the year of 
5.40p (4.90p). 
North America’s trading profit rose 37%, 
"tripling its profit over the last three years. 
It remains the fastest growing region and 
is broadly enough based to meet its 
growth targets through further 
investment in its existing activities. 
Australia, where trading profit was up by 
36%, has also shown a consistently high 
rate of growth which is a considerable 
achievement in a highly competitive 
market. 
With the benefit of the company's 
investment programme coming 








1983 PROFIT UP 19% TO£107m 


- world and of business confidence 


1982 % 
£m Change 
1,494.2 - +14.0 
104.8 | +19.8 
89.7 +19.2 
21.9 +10.5 
10.98p +23.9 


through, the United Kingdom's trading 
profit increased by 11%. Sales and market 
share achievements in the region were 
encouraging and this was broadly the 
picture for the rest of Europe. 

Companies outside the main regions 
played their full part in the improvement 
in the Group results. 

During 1983 there were encouraging 
signs of trade picking up around the 


returning. The company is well-placed to 
take advantage of the opportunities for 
growth through its geographical spread 
and the strength of its international S 
brands. l 
Challenging objectives have been set for 
1984 and | am confident that the year 
will prove to be one of further 
achievement. 


Chairman 








SALES AND TRADING PROFIT BY GEOGRAPHICAL REGION _ | 


United Kingdom 


Europe 496.2 172.6 
America 3748 279.6 
Australia 188.7 166.3 
Other overseas od 104.0 


1983 










Trading profit mi 
1982 ` d \ 


57.3 51.5 rage Ve Me 62-3 
10.6 9.4 
26.9 19.6 
17.5 12.9 






















Copies of the Annual Report will be sent to alf shareholders. Further copies will be available from the Secretary. 
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To export or not to export? 

O To manufacture abroad or to license? O 
To appoint foreign distributors? O How to 
package? O How to label? O How to 
advertise? O How to finance? 


questions, and solving international 
marketing and distribution problems for 
Fortune 500 companies and others. 


We are international consultants with a 
difference. We guarantee results. Our 35 
years of experience in foreign trade, 
combined with expertise from our 22 
overseas offices are at your disposal. 


Without obligation call us for your first 
free consultation. If you are starting out 
we will show you how to maximise your 
export potential. If you have existing 
export business we will show you how to 
double your exports in one year. 

Call us today. 


Grycner 
International 


PO BOX 1987 
PALM SPRINGS, CA 92263 
RCA TELEX: 295671/9619) 323-7379 











We have been answering these and other 
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THE ADVANTAGE IS INTER:CONTINENTAL 
© HOTEL ATHENAEUM INTER: CONTINENTAL 


89-93 Syngrou Avenue, Athens 405, Greece. Telex: 221554 ATHI GR. Telephone: 902-3666. 













The Waldhaus, 
a strictly firstclass mountain hotel 

with a homelike atmosphere, managed in a 

very personal way by the same family in 

four generations and situated in the lovely 

landscape of the Engadine 


















Marvellous for downhill and cross country skiing - 
walks - sledge drives - skating - curling. 
Orchestra - Kindergarden - Swimming pool - 
Covered tennis court - 
free bus service to the cableways 


Winter season from Dec. 16 until approx. April 25 


HOTEL WALDHAUS 
CH-7514 SILS-MARIA (Engadine/Switzerland) 
Managing proprietors: : 
Fam. R. Kienberger & F. Dietrich 


Phone: 01041-82-45331 - Tx. 74444 
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Mount. St Helens blew its top four years 
ago and, ranging from the northern edge 
-of Washington state to central California, 
e other volcanoes that could follow suit: 
cluding six that erupt on average every 
0 years and/or have done so within the 
"Past 300 years. In California, the town of 
Mammoth Lakes has been trembling omi- 
nously as a reservoir of molten lava 
bulges up under it. San Francisco and its 
neighbours await the next big quake 
along the San Andreas fault. These are 
not unrelated phenomena. They are all 
of the:continent’s past and 
ment-——the way its westward 
ig edge has been built up over the 
$. Geologists have been working hard 
unravel the details, with some unex- 




























<The terrane. hypothesis of continental 
` growth has received support from anoth- 
ef part of the world, Tibet. What forces 
~ built such a colossal plateau, bigger than 
France and Spain put together, and, on 
“average, over 4,000 metres above sea- 
level? The results of a joint Sino-French 
survey, which has been working there 
since 1980, suggest the answer: a series 
of collisions between land masses. 
Geologists have long believed that the 
present continents in the southern hemi- 
sphere were created by the break-up of a 
huge. southern continent, Gondwana- 
land. One fragment was India, which 
moved north and collided with Asia. The 
«force of the collision threw up the Hima- 
{| layan mountains. But why is the land 
| ~~ behind the range so high? - 

It was previously thought that this 
must be explained simply by the fact that 
India was sliding under Asia, thickening 
the crust above. The new evidence sug- 
gests a different explanation. The India- 
Asia collision was only the last of sever- 
al. Asia had been receiving continental 
| > fragments for some time. Each terrane, 
as it arrived, was compressed and forced 
upwards by the pressure of the one 
behind it. The force of the successive 


















‘racing the roots of North 
merica’s violent west — 


The making of Tibet 


collisions also thrust bits of crust from 





Alaska, is divided by faults into a pate 
work of blocks, but thought that this wa 
the result of friction between the Pacifi 
and North American plates deformin: 
local rocks. © 

No longer. New discoveries sugges 
that some 20% of North America i 
foreign. It arrived as a procession’ of 
colliding land masses, or “terran 
Most of the terranes seem to be reli 
islands and island ares, ocean plate 
continental-margin fragments or blo 
themselves built up through a process:6' 
accretion. Some may have travelled thou- 
sands of miles before becoming part of 
North America. 

The evidence that much of the weste 
coast of the continent is a collage o 
distinctive, unrelated blocks of land w 
thin at first. It is now convincing. Fo 
example, some terranes show. signs: o 
being deformed violently at- particula 
times in the past when their now-intimat 
neighbours clearly were not. Some con. 
tain: tropical fossils; others temper 
ones. Likewise, the horizontal align 










pected results. 

The earth’s crust is a restless jigsaw of 
gargantuan, mobile plates. Where they 
collide head-on or snag in slipping past 
one another, huge forces can be un- 
leashed: mountains can rise, volcanoes 
erupt.and the earth quake. In the process, 
too, continents themselves can gradually 
grow larger, accumulating bits of conti- 
nental crust, ocean-floor scrapings and 
intrusions of lava. 

The North American continent sits on a 
plate that has been grinding westwards 
over the past few hundred million years 
and the conventional view was that its 
western edge grew gradually as it went 
along. Geologists realised by the 1970s 
that the whole coast, from California to 







































fits this picture. The alignment of ma: 
netic particles in rocks inthe Lhasa bo 
indicates that, 80m-100m years ago, 
was already at a latitude of 12 chen 
the India block was probably 20-30°S. 

Clinching proof comes from the edges 
of the Lhasa block, At the boundary 
with the India block are rocks like those 
formed at the edge’of a continent when 
oceanic crust is plunging below it. At the 
northern boundary, however, are volea- 
nic rocks that look more like those 
derived from an.island arc. The Lhasa: 
block, now deeply embedded in Asia, : 
was once surrounded by sea. 


one terrane into another. 

The Lhasa block, immediately north 
of the Himalayas, probably arrived some 
100m years ago, having itself drifted 
north. Fossil evidence suggests that, by 
200m years ago, the Lhasa block had a 
tropical flora, but a very different one 
from India’s when that block was near 
the equator. Moreover, by 100m years 
ago, it had a more temperate flora—as 
one would expect if by then it was 
meeting Asia. The magnetic evidence 
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: of magnetic particles i 
terranes shows that they must once have 
been in latitudes near the equator (the 
earth’s magnetic field produces a differ- 
ent alignment farther north). The mag- 
netic history of their rocks also indicates 
that some terranes which now lie north- 
south must once have lain east-west. 

. From such evidence, geologists can 
ough out the history of a terrane. Three 
examples are: 

© Chulitna, now a tiny block of land in 
central Alaska, was an island (like, say, 
Tonga) somewhere far to the south. It 
_ collided with the continent about 100m- 
150m years ago. 

Wrangellia, now broken up and form- 
ing inland parts of the United States and 
British Columbia, was formed 300m years 
ago as an archipelago of islands and 
~ shallow shelves in a tropical sea (probably 
somewhere south of the equator in what 
is now the Pacific). It coasted north and 
docked with North America about 80m 
years ago. 

@ Salinia, now a 500km long segment of 
California, was built from granite—mol- 
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“ten magma i 
about 2,500km south of its present posi- 


INDIAN OCEAN 
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to a continent— 


tion. Along with a jumble of more recent 
ocean scrapings, it marched northeast, 
meeting California about 55m years ago. 

Intriguingly, it is possible to look back 
in time at what happened in western 
North America by looking at today’s 
world. An earlier stage of the process 
seems to be being re-enacted in the Pacif- 
ic. Or so Dr Eli Silver and Dr Randall 
Smith of the University of California in 
Santa Cruz propose. : 

A plate, containing a fragment of the 
ancient southern continent of Gondwana- 
land called Australia, is heading north, 
driving before it a herd of smaller land 
masses, called Indonesia. Caught up in 
the complex dance of converging tectonic 
forces between the Tonga trench on the 
east and eastern Indonesia on the west lie 
island arcs (eg, Vanuatu and the Solo- 
mons), oceanic plateaux, continental 
fragments and other bits and pieces—all 
heading towards a central collision zone. 
(The Philippines, an errant slice of China, 
may escape, by fleeing for the open 
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Terrane mosaics: future and present 
The parallels are striking, even now. The map above 
shows the curious patchwork of terranes that today 
constitute the western coast of North America, 
among them Chulitna, Wrangellia and Salinia. The 
-on the left shows (in a comparable position) the. 








e map shows the similarities 


ween this and the legacy of earlier 





collisions of terranes in North America. 


Although critics grumble that the ter- 
rane hypothesis adds only detail to the 
conventional theory of plate tectonics, 
others think its implications could be far- 
reaching. Dr David Howell of the United 
States Geological Survey, for one; reck- 
ons it will now. be possible. to reconstruct 
the history of the earth’s crust right back 
to 2.5 billion years ago. For geologists, 
that would be rather like (for physicists) 
going back to before the “big bang” that 
created the universe. It would mean going 
back before the continents were squashed. 
together in one huge block, Pangaea: 
There is also the -hope that, eventually, a 
better understanding of the tectonics of 
areas like western North America will 
help in predicting earthquakes and volc 
nic eruptions. 

In the meantime, ‘terranes are putting 
theories of mountain-building back in the 
melting pot. It could be that the Rockies. 
were built in the same way.as were the 
Himalayas: by the collision’ of land 
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3, Oceanic plateaux and other land masses 
driv together by the Indo-Australian and 


"Pacific plates. 


Part of having a good time 
IS arriving on time. 
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Make long, expensive trips to countless exhibitions a thing 
of the past. A visit to the 1984 Hanover Fair will provide 
you with a vast range of information — within the space of 
just a few days. Ten international trade fairs in one offer 

a comprehensive display of all the latest major innovations 
and developments. In fact, all the latest in international 
technology. And at just one location... Hanover. 


CeBIT — World Centre for Office and Data Technology 


World Market for Electronics and Electrical Engineering 
with the World Light Show 


ICA — International Centre for Plant Engineering, 
Transport and Traffic, Construction and Environmental 
Technology 


Research and Technology 

energy 84 — Technology for the Rational Use of Energy 
Subcontracting 
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Advertising and Publicity Centre 


Plus: Economic Promotion 
and Regional Industrial Development, 
Your Partner India 
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asses. Previously, it was thought that 
e Rockies were built, like the Andes, by 
e upwelling of lava from the subducted 
cific floor. For that matter, maybe 
Þouth America has been absorbing ter- 
[anes on its western fringe. So far, there is 
\atle evidence from there. But Dr Howell 
Mas just returned from the western Ant- 
ctic mountains, an extension of the 
paves He found evidence that, between 
m and 400m years ago, that part of 
jantarctica, too, was a jigsaw of islands. 


Earth’s sun 
^A companion? 


Most stars in the universe are paired. 
Earth’s solitary sun is an anomaly. Or is 
independently, astronomers 






e Lawrence Berkeley Laboratory in 
-alifornia and at the University of South- 
western Louisiana now believe that the 
fun, too, has a companion. Perhaps a 
senth of the mass of the sun, the compan- 
jon star may have an elliptical orbit that 
brings it relatively close to the sun once 
every 26m-30m years. Catastrophically 
tlose. 

Penetrating the cloud of comets be- 
lieved to exist beyond the edge of the 
solar system, the gravitational pull of the 
star would disrupt the orbits of billions of 
-he comets and send some of them career- 
Mmg towards the system’s centre. A frac- 
tion would hit the earth, causing climatic 
upheavals and mass extinctions of plant 
and animal life. 

The existence of such a companion star 
is, as yet, pure conjecture. But there is 
increasingly strong evidence that mass 
extinctions do occur periodically. Last 
~ ber, scientists at the University of 

ago made a painstaking statistical 
analysis of the fossil record over some 
hundreds of millions of years. They found 
that many families of marine vertebrates, 
invertebrates and protozoans appear to 
have died out suddenly in 12 ‘extinction 
events”, occurring at intervals of 26m 
years. There seemed no credible biologi- 
cal explanation for such a lethal cycle. 
The Chicago researchers reckoned the 
answer was more likely to be found in 
space. 

Several extinctions (including that of 
the dinosaurs about 65m years ago, at the 
end of the Cretaceous period) had al- 
ready been linked, in a controversial 
theory, with the impact of comets or 
meteorites on earth. Proponents pointed 
out that, precisely at strata laid down at 
the end of the Cretaceous and beginning 
of the Tertiary period, the earth contains 
abnormally large amounts of the element 


n 





earth but is abundant elsewhere in the 
solar system. 

Since October, a quick check of the 
craters left on earth by debris from space 
has revealed that the collisions, too, seem 
to have occurred at periodic intervals. 
Moreover, give or take a few million 
years, the collisions marched roughly in 
step with the extinction events. 

There could be other explanations for a 
periodic bombardment of earth from 
space. Scientists at America’s National 
Aeronautics and Space Administration 
think bombardments are more likely to 
be caused by the routine movement of the 
solar system every 30m years through the 
central plane of the Milky Way galaxy, 
where massive stellar clouds could tug 
comets out of their orbits. Well, yes. . . 
but the earth is at the centre of the plane 
now and there are no signs of a bombard- 
ment. So the companion-star hypothesis 
is attractive. 

The main weakness of the hypothesis is 
that the star has not been spotted. Awk- 
wardly, the Berkeley and Louisiana 
groups do not altogether agree about 





Only one of a pair? 


what they are looking for. They disagree 
about the precise orbit, mass and nature 
of the star. 

The Berkeley astronomers are search- 
ing star catalogues (and the skies) for a 
nearby “red dwarf”, a faint star that 
might have been overlooked in the past 
because mistaken for a distant giant star. 
The Louisiana astronomers, believing 
that the star is a “black dwarf’ visible 
only in the infrared spectrum of light, 
hope it will turn up in still-unexamined 
data collected by Iras, the infrared-as- 
tronomy Satellite that completed its mis- 
sion last year. 

If the star is spotted? The Berkeley 
group want to call it Nemesis. Not that 
there is any immediate cause for alarm. If 
the Berkeley theory is right, Nemesis will 
not make its next catastrophic approach 
to the comet cloud of the solar system 
until about AD 15,000,000. 


Computer chess 


Beating humans at 
their own game 





A few tournament-class chess players 
have already had the unsettling experi- 
ence of losing to a machine. More will. 
The irony is that computers make little 
effort to devise elegant strategies. They 
play by rules which even a chess beginner 
would find simple. 

The “brute force” programmes which 
computers use contain two basic bits. A 
move generator tells the computer all of 
the legal moves which can be made from a 
given position—by itself and by its oppo- 
nent. To choose among the moves, the 
programme checks each position against 
predetermined criteria, and allots each 
side a “score” based on things like the 
number and precise positions of pieces 
each has on the board and its control of 
strategic squares. Assuming that both 
sides will try to maximise their scores, the 
computer moves to the position which 
gives it the biggest possible lead. 

Surprisingly, many researchers reckon 
that the way to improve the machine’s 
game is not through more complex and 
“realistic” evaluations of positions. Even 
simple evaluations can be effective—if 
they allow the computer to look more 
moves ahead. Mind, with an average of 
30-35 legal moves possible from each 
position, looking at all of them just six 
moves ahead would take even;a fast 
computer hours. Evaluating the possible 
moves in a whole game would take 
centuries. 

To get round this problem, program- 
mers have devised various ways of speed- 
ing up computer chess-playing, including: 
@ Bigger machines. Winner of the world 
computer-chess championship held last 
October in New York was a programme 
called the Cray Blitz. The Cray 1 comput- 
er is already one of the world’s biggest 
and fastest; Cray Blitz uses an experimen- 
tal version which consists of three souped- 
up Cray 1s linked together. Computer- 
chess purists compare this to pheasant 
hunting with an anti-aircraft battery. 

@ Purpose-built machines. Researchers 
at America’s Bell Labs, among others, 
have used so-called parallel-processing 
techniques to design computers specifi- 
cally to play chess. The Bell Labs ma- 
chine, called Belle, has 64 microproces- 
sors, one for each square of the chess 
board. Thanks to the way the chips are 
linked together, Belle can generate and 
do a quick evaluation of about 150,000 
positions a second—far more than can the 
average computer. 

@ Bigger libraries. The opening few 
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and a computer can gain speed and strate- 
gic advantage by drawing its opening 
strategy from moves that have worked for 
human masters. Now programmers are 
trying to extend such libraries of pre- 
evaluated positions beyond the opening, 
_ using clever data-storage techniques that 
allow pre-evaluated positions to be com- 
pared quickly with positions the comput- 
er generates for itself. 
= @ Better search strategies. All chess- 
_ playing programmes now try to save time 
by instructing the computer to avoid 
_ evaluating idiotic moves. The standard 
= way of doing this involves comparing the 
_ relative advantages to be gained from 
- possible moves. As soon as the computer 
finds a response to one of its possible 
moves that allows it less of an advantage 
than the best response to a move previ- 
ously evaluated, it knows it can disregard 
further possible responses to that move— 
indeed, the move itself. 
Thanks to the improvements made in 
-= chess software, the average owner of a 
= personal computer can now have the 
dubious privilege of losing to his new toy. 
If the machines go on improving, maybe 
the next innovation in chess software 
should be a programme that tells a ma- 
chine when it needs to lose in order to 
stay in its owner’s good graces. 





Foraging 
~ Economic animals 


Human beings often baulk at doing so- 
phisticated cost-benefit analysis, and call 
on mathematicians and computers for 
help when they do. Yet, as a recent 
experiment on starlings has illustrated, 
_ many animals do it quite naturally. When 
hey are foraging for food anyway. 

For many wild animals, food is scarce; 
_if not food, then time. A small bird like a 
titmouse, for instance, loses 10% of its 
body weight merely in keeping warm on a 
_ cold winter night; if, during the day, it 
fails to find an insect every three seconds, 
t will die. So the more energy-rich the 
ood, the greater the benefit; the more 
time or energy expended in getting it, the 
greater the cost. Or so human logic sug- 
_ gests. Animals seem to apply it. 

_ Consider a neat study of feeding shore 
crabs by Dr Bob Elner and Dr Roger 
Hughes of the University of North Wales. 
Shore crabs eat mussels, which they crack 
with their pincers. They do not take any 
old mussel. Small mussels have too little 
_ in them; big ones take too long to crack. 
__ The scientists wanted to know just how 
rational the crabs were in their choices. 
By measuring the food value and the 
amount of time it takes a crab to crack 

































mates of chess have been well studied? 
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mussels of different sizes, they were able 


to calculate exactly what size of mussel 
the crabs should choose to maximise their 
energetic return per minute. No news to 
the crabs: they usually chose mussels 
within three millimetres of the predicted 
size (although they were less fussy when 
prey was scarce). 

Choosing among prey in a particular 
feeding patch is one thing. Knowing ex- 
actly how long to remain at any one 
feeding site is quite another. Imagine a 
bird preying on insects in a bush. The 
longer it stays in the bush, the fewer 
insects will be left. In short, its rate of 
food capture will obey the law of dimin- 
ishing returns. At some point, it should 
move to a new feeding patch. But when? 

In 1976, Dr Eric Charnov, working at 
the University of Washington, developed 
a simple mathematical model to answer 
this question. Called the marginal value 
theorem (MVT), it takes into account 
three factors: how fast an animal is find- 
ing food at the moment (its present rate 
of gain); how fast it usually finds food; 
and how long it will take it to get to the 
next patch (travel time). Treating travel 
time as time spent in the next patch, MVT 
calculates the rate of gain over the next 
few minutes that an animal can expect if it 
goes to the next patch. If the expected 
rate of gain is higher than the present 
one, says the theorem, move. 

Judged by MVT, birds and beasts both 
in the laboratory and in the field usually 
get decisions about when to move re- 
markably right. For example, two Oxford 
researchers, Dr Robin Cook and Dr Bar- 
bara Cockrell studied waterboatmen, 
large insects that live in ponds. A water- 
boatman finds a mosquito larva and sucks 
it dry. Well, almost dry. It takes a lot of 
time and effort to get the last few drops 
out. For a waterboatman, therefore, each 
larva is a depleting patch, and it must 
decide when to look for a fresh one. 

Dr Cook and Dr Cockrell varied the 
density of larvae available: the fewer 
available prey, the longer it took a preda- 
tor to find one, the longer the travel time. 
Using MVT, they then worked out, for 
each prey density, the ideal moment at 
which a waterboatman should leave a 
larva and look for another. The insects’ 
own decisions were astonishingly close to 
the ideal. 

An important recent development of 
the theory deals with animals that, rather 
than eating on the spot, bring food back 
to a nest or store. Clearly, it can pay to 
bring back several tidbits at a go. But, 
again, the law of diminishing returns 
applies: for example, the more a bird has 
in its beak, the less chance it has of 
catching another item without dropping 
the lot. What is the optimal load? 

Dr Alex Kacelnik at Groningen Uni- 





versity in Holland trained starlings to ge 
mealworms for their young from a ma- 
chine that dispensed them through al 
plastic tube like bars of chocolate. Tow 
simulate a depleting feed patch, he deliv- 
ered the mealworms at a steadily decreas- 
ing rate as long as a starling remained at 
the machine. He also varied the distance’ 
between the machine and a bird’s nest: 
after all, the farther a bird had to go to 
feed its young, the longer it should wait 
and the more mealworms it should take 
back on each trip. 

Dr Kacelnik then calculated what con- 
ventional theory suggested the optimal 
load should be for each distance. The 
starlings’ practice did not match; the birds 
always waited slightly longer and took 
more mealworms. Why? Dr Kacelnik’s 
explanation—and he admits there could 
be others—is that the birds are cleverer 
than he reckoned. They take into acco 
not only their own energy expendit 
but also that of their babies. 









Wily waterboatman 


Nestling birds beg for food enthusiasti- 
cally and competitively, which burns up 
energy. By bringing larger loads, a parent 
prevents them from too-frequent begg 
and so maximises the net energy gain 
the family as a whole. To test his theory, 
Dr Kacelnik is now wiring up baby birds 
to measure how much energy they actual- 
ly do waste on begging. 

How do birds carry out such sophisti- 
cated calculations? They do not go 
around with calculators tucked under a 
wing. Nor are most animals good at 
counting. They do seem to be good at 
measuring short intervals of time, howev- 
er. Studying titmice in the lab, Dr Ron 
Ydenberg of Simon Fraser University in 
British Columbia concluded that the birds 
note the time interval since they last 
caught an item of prey and that, if the - 
interval exceeds a threshold value (the 
“giving-up time” suitable for a certain 
environment), they move on to a new 
feeding patch. Presumably, most foraging 
animals get by as well as they do simply by 
using such rules of thumb. There may be 
a lesson there for econometricians. 
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Moneybags 


J. P. MORGAN 
y Stanley Jackson. 
leinemann. 332 pages. £14.95. 


fohn Pierpont Morgan was a sulky snob 
with a big red nose who inherited a lot of 
money and made even more. He lived at 
à time when personal fortunes were made 
and lost over breakfast. His contemporar- 
‘es were Andrew Carnegie, John D. 
Rockefeller, Edward Harriman and Billy 
nderbilt, whose empires in steel, oil, 
railways grew alongside his own. 
any of their fellow entrepreneurs 
never made it to the pages of history 
books: some of them were brought to 
their knees by one or other of the centu- 
ry’s frequent financial crises; others were 
wiped out by the byzantine intrigues of 
the industrial emperors themselves. What 
distinguished those men (John Pierpont 
Morgan among them) who carried on to 
wield such vast autocratic power that they 
threatened to undermine government it- 
self until Presidents Roosevelt and Taft 
began their monopoly-busting? They 
lived in exceptional times; but were they 
exceptional men? 

Interesting questions for which Mr 
Stanley Jackson’s book has no answers. It 
is more illuminating about the impact of 
J. P. Morgan’s nose (“the veined straw- 
berry-like obscenity”) on his sex life than 
it is on his skill as a financier. The book is 

tered with transatlantic voyages, as 

pont crosses to London to sport with 
European kings and keep in touch with 
his father, who had a thriving business 
that eventually became the British mer- 
chant bank Morgan Grenfell. There are 
mansions to be furnished in Manhattan 
and New England, books and paintings to 
be collected, yachts to be built (the fam- 
ous Corsair III had a crew of 69) and 
women to be wooed. 

Over all hangs the memory of a first 
unconsummated marriage to a woman 
Morgan adored, but who was dying even 
as he married her. This tragedy, hints Mr 
Jackson, was somehow the root of every- 
thing that followed: the ups and downs of 
a fortune that was finally frozen at a 
probably undervalued $68m on Pier- 
pont’s death in Rome in 1913. 

But the links—if there were any—are 
scarcely made. J. P. Morgan seems to 
have sat morosely in his Wall Street 
offices, ache hiss as they became ge 








Anose for a deal 


ger and more marbled, making visitors 
quake in his presence and occasionally 
underwriting an issue of securities or 
forging a new corporate alliance. 

Mr Jackson’s technique tells the reader 
too little about too many things. A better 
book would have focused more clearly on 
a few key events in J. P. Morgan’s life and 
used them to give a fuller picture of the 
man and, maybe, of the influence of the 
bride who died. It might also have left 
some impression of his weaknesses and 
thereby made him more human. 


Simple error 


MRS THATCHER’S ECONOMIC 
EXPERIMENT 

By William Keegan. 

Allen Lane. 240 pages. £9.95. 


William Keegan, the economics editor of 
the Observer, does not share the chancel- 
lor of the exchequer’s view of Britain’s 
improving economic prospects. Any 
bright spots on the horizon he sees as 
emerging despite the Conservative gov- 
ernment’s monetary policy. For him, Mrs 
Thatcher's record has been one of almost 
unmitigated disaster. 

Britain’s passage through the reces- 
sion, he believes, was made far more 
painful than it need have been by a 


government that badly misjudged the ~ 
appropriate fiscal stance. Inspired by 
monetarist mumbo-jumbo and led by fa- 
natics, the Thatcherite Conservative par- 
ty, according to that interpretation, has 
cut loose from its historical roots and 
conducted a catastrophic experiment in 
economic management. 

Mr Keegan has charted the ups and 
downs of the British economy since 1977 
in a series of entertaining columns, writ- 


.ten, as it were, from the Keynesian grave. 


In this book, he tries something more 
ambitious: to explain why the Tory party 
turned to Mrs Thatcher, and why the 
economic consequences have, in his view 
at least, been so unfortunate. 

The 1974-75 story is of some interest, 
though Mr Keegan’s prejudices shine 
through so strongly that the uncommitted 
reader will find him unpersuasive. He 
casts Sir Keith Joseph as the villain; Mrs 
Thatcher, it turns out, was just ‘‘a simple 
provincial girl looking for an uncompli- 
cated philosophy”. 

With each patronising epithet, Mr Kee- 
gan’s credibility is reduced. So when the 


economic analysis begins, his receptive — 


audience has narrowed considerably. 






This is a pity. There are lessons to be 


learnt from his description of the events 
of 1979-80. Costly public-sector wage in- 


creases, a major switch to indirect tax- 
ation and high interest rates were an 
explosive combination. 


But Mr Keegan is not content to make 


this case. He is after bigger game, For 


him, the tale is one of wickedness and — 


calumny; a tightly-knit group of malevo- 
lent men and one “provincial girl” intent 
on destroying the economy in the service 
of their mad master in Chicago. 

The 1983_election result does not sit 


well with Mr Keegan’s analysis. The Falk- _ 
lands factor is all he can offer by way of — 


explanation. It is not enough. But he will 


not accept that, though Mrs Thatcher _ 


may have “hijacked” the Tory party in 


1975, the passengers were, and for the — 5 
most part still are, happy with the change T. 


of direction. 


His style is light, facetious and discur- 5 


sive, excellent in a newspaper column, 


less serviceable in support of a sustained 
economic argument. hee 


Not the despatch box 


The Treasury 


BUT, CHANCELLOR: An Inquiry Into 


By Hugo Young and Anne Sloman. 
BBC Publications. 136 pages. £5.95. 


“But, Chancellor’, a series of pro- 
grammes on the treasury by Hugo Young 


of the Sunday Times, was one of the radio _ 


highlights of 1983. With charm and persis- 
tence, he contrived to illuminate some 
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‘evenof the treasury mind- 


“scripts of the programmes, together with 
lengthened quotations from the officials 
< to whom Hugo Young talked, and an 
_ entirely new postscript. The “book of the 
film” is-often a disappointment. Not this 
one. In print, the sometimes delphic 
utterances of our most senior mandarins 
are even more intriguing. 

Mr- Young does not try to explain the 
process of economic policy formulation, 
nor of treasury control over public spend- 
ing. Students of the machinery of govern- 
ment should still turn to Heclo and Wil- 
davsky’s “The Private. Government of 
< Public Money”. But a human dimension 
` is added by “But, Chancellor”. 


-Foul medicine 


CORPORATE CRIME IN THE 
PHARMACEUTICAL INDUSTRY 
By John Braithwaite. 

< Routledge & Kegan Paul. 440 pages. 
` £25. 


In this book, John Braithwaite presents a 

well-documented indictment of law- 

breaking within the drugs industry. Mr 

Braithwaite, a criminologist by training, 

neies that misconduct in the pharma- 
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cause it strikes hardest at those least able : 
to fight back, the sick and the poor. His _ it is 


book is not just a catalogue of horror 
stories. He attempts to explain how de- 
cent men are transformed into hardened 
corporate executives. 

Some of the practices he describes are 
unsavoury—stories of illegal payments to 
those with the power to expedite approval 
of, or secure contracts for, sometimes 
dodgy drugs. (And there are examples to 
back up the claim.) Doctors are also 
induced to prescribe one product rather 
than a competing brand for reasons that 
have little to do with efficacy. 

Commercial factors are also held to 
exercise-an influence on “what should be 
independent objective research” on both 
the testing of drugs and their manufac- 
ture. Most developing countries have re- 
acted by introducing legislation to pre- 
vent disasters. Even so, fudging of test 
data continues, as the author demon- 
strates. He concludes that, even ‘when 
laws exist, the fact that they can respond 
only to immediate problems prevents 
them from offering the public any general 
protection against drug companies bent 
on making a fast buck. 

Mr Braithwaite makes several recom- 
mendations to curb rampant lawlessness, 
some of them sensible. Others, however, 
are less so: he believes, for example, that 
drug advertising to the public should be 
banned, to reduce society’s dependence 
on drugs as cure-alls. If drug companies 
abuse their monopoly by over-pricing 
pills and putting them out of the reach of 
the poor, let patents be banned, he says. 
Both suggestions seem naive. 

Among his better recommendations is 
that new drugs should be given a tempo- 
rary licence so that they can be closely 
monitored before widespread use. (This 
is being considered in countries such as 
Britain.) He also believes that erring 
company executives should be held indi- 
vidually liable and be punished, prefera- 
bly through fines rather than imprison- 
ment. The industry should, indeed, be 
made more competitive, but, rather than 
ban patents, the use of generics(cheaper 
versions of off-patent pills) should be 
permitted instead. Victims should be en- 
sured of compensation and should not 
have to prove negligence in a case against 
a drug firm. Compensation should be 
paid out of a central kitty, to which the 
pharmaceutical industry should be made 
to contribute. This is already happening 
in West Germany and Sweden. 

Three complaints. Mr Braithwaite 
seems to list almost every indiscretion 
committed by pill traders, some of which 
are scarcely corporate crimes. Unfair is 
the accusation that the drug makers are as 


criminally. guilty as illicit heroin l dealers, 7 




































doctor or pharma 
the drugs. And, third 
from the book hoy 


‘variations in law, from country to coun 


try, affect the extent of criminality de 
scribed. Still, this is a valuable and dis 
turbing book. 


Hongkong cinema — 


‘New wave or not? 


Since kung-fu films kicked and clawec 
their way to. prominence. on. westert 
screens in the. mid-1970s, little of Hong 
kong cinema has been seen outside the 
international network of Chinatowns 
and less has been heard. This is the more 
surprising in that Hongkong has one o 
the most prosperous film industries in the 
world. The supposedly . westernisec 
Hongkong market consistently pe] 
the domestic product to western impo 
and the demand. sustains production of. al 
least 100 feature films a year. 

Hongkong was .a ‘modest centre fo 
Cantonese-language film- -making before 
the second world:war, but the film indus- 
try began to boom only when:it was 
augmented by refugees from the Shang: 
hai studios in the late 1940s. The firsi 
wave..of, newcomers was made up ol 
leftists fleeing from censorship and perse: 
cution during the civil..war; the. seconc 
wave consisted of fugitives from commu. 
nism. By the. mid-1950s, the industry wa: 
producing films in Mandarin, Cantonese 
and other.southern dialects.for an ever. 
growing audience: 

As Hongkong developed and Janed 
so did its. films. Mandarin-language films 
dominated the market in the 1960s, wher 
countless thousands: sought sanctuary 
from the. cultural revolution. Canton: - 
language films made: a. big-comebacl 
the 1970s, and now have. the. market tc 
themselves; their strength reflects the fact 
that most Hongkong ‘filmgoers are now 
young people. born and raised in the 
colony, -with'no first-hand experience of 
life in China. 

There has been much talk in the past 
five years of a “new wave” in Hongkong 
cinema, largely because almost all the 
creative functions in¢the industry have 
been taken over by young people, many 
of them. trained in western film schools: 
Studio. bosses, in Hongkong as in Ameri- 
ca, recognise that young. directors are 
most likely, to make films. young audi- 
ences will want to see: Ev 
ers, regarded in some 
most conservative: ~ formula-bound 
production. company in Hongkong, has 
recently. been rüshing 9 aiey to sign up 
new talent. l 
_ Few of the , industry 










ewcomers have 








own any inclination to rock the boat; 
or do they constitute a “new wave” in 
e reformist sense that was applied to the 
p generation of French directors in the 
ES 1950s and early 1960s. Most of the 


King Hu 





new Hongkong talent is content to make 
escapist entertainment. 


Nevertheless, a few young Hongkong 


directors are trying to make better and 
more ambitious films. Examples of their 





A touch of brilliance 


In the debased world of the martial-arts 
movie, King Hu (or, to give him his 
proper name, Hu Jinquan) is the genuine 
article—a film-maker of international 
stature. The preposterous action scenes 
that have given the genre a bad name 
also feature in King Hu’s films, but he 
handles them with more flair than any- 
body else. His fighting scenes are more 
exciting, more balletic, leaving plot and 
characterisation struggling to keep up 
with mood, tension and visual impact. 

King Hu’s films do tell stories—gener- 
ally an anecdote from a remote period of 
Chinese history—but the yarns are sim- 
ply pretexts. What his films are about is 
the depiction of combat as a ritual. They 
are not at all intellectual. Though his 
best-known film, “A Touch of Zen”, has 
mystical, semi-religious overtones, he 
appeals most to movie-goers, east and 
west, who love “The Band Wagon” and 
“Once Upon a Time in the West”. 

With those movies (as with King 
Hu’s), choreography is the highest com- 
mon factor. In King Hu’s work, the 
gravity-defying acrobatics derive from 
the traditions of the Peking opera. _ 

Born in Peking in 1931, King Hu was 
educated at the Peking National Art 
College. Though his sympathies lie to 
the left, he emigrated to Hongkong for 
no particular political reasons, but be- 
cause, as the ninth son in an extensive 

- family, his prospects in China were limit- 
ed. When the communists took over 
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Heroism from the ladies in Come Drink With Me” 
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China in 1949 and the borders were 
sealed, he was unable to return, so he set 
about making a career in Hongkong. 

After a brief spell in journalism, he 
became a set designer for a film compa- 
ny, then-an actor and scriptwriter and, in 
1965, a full-fledged director with “Sons 
and Daughters of the Good Earth”. In 
the following year, he made “Come 
Drink With Me”, his first martial-arts 
film, which mapped out the territory for 
countless imitators. 

Though a huge (Far-Eastern) success 
at the time, today it is the great forgotten 
film of King Hu’s early years. Even now, 
18 years later, it comes up like a bright 
penny. The wide screen is aglow with 
colour and movement in a way that few 
attempt today. . 

Above all, though King Hu was later 
to make greater films (like “The Fate of 
Lee Khan” and “Raining in the Moun- 
tain”), this early work seems to encapsu- 
late his future career. Here, already, is 
the magisterial use of CinemaScope, the 
quicker-than-the-eye-can-tell editing 
style, the blissful disregard of realism 
and the insistence that women are prop- 
er subjects for heroism. 

King Hu’s next film, “Dragon Gate 
Inn”, an even bigger hit that “Come 
Drink With Me”, was more popular in 
the Far East than its contemporary box- 
office rival, “The Sound of Music”. Its 
success gave him the clout to embark on 
his most ambitious picture, ‘‘A Touch of 
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National Film Theatre. There is a bias 
towards period subjects, but that is partly 
because it is not possible at present to 
make films about the political climate or 


Zen”, production of which spanned 
three years between 1966 and 1968. A 
vastly expensive film, it took nine 
months to construct the haunted military 
fort in which much of the action is set. 
One of the film’s big set-pieces is a 10- 
minute fight sequence set in a bamboo 
grove, which is as breathtaking as any- 
thing of its kind since the climax of Akira 
Kurosawa’s ‘‘Seven Samurai”. 

Mishandled by the distributors, cut by 
a third and written off when it flopped, 
“A Touch of Zen” looked as if it might 
be one of the world’s lost movies. It was 
not until 1975, when the full version won 
a special prize at the Cannes film festi- 
val, that it enjoyed a second life. 

The experience, however, dissuaded 
King Hu from working again for an 
established studio. So he formed his own 
company, for which he made two films 
between 1973 and 1975, “The Fate of 
Lee Khan” and “The Valiant Ones”, the 
former in partnership with Hongkong’s 
Golden Harvest studio. 

“The Fate of Lee Khan” is one of King 
Hu’s finest pictures. Set, like “Come 
Drink With Me” and “Dragon Gate 
Inn”, in a wayside hostelry, it exploits its 
confined location with masterly skill. 
Costumes and colours, as in a Vincente 
Minnelli musical, become the keys to 
unlock the dramatic logic of the action. 
Audiences can infer which of the film’s 
many characters are in league with 
whom through an elaborate system of 
colour matching. “The Valiant Ones”, 
by contrast, seems bereft of new ideas. 

In 1979, King Hu returned to form 
with a pair of movies made back-to-back 
in South Korea, “Raining in the Moun- 
tain” and “Legend of the Mountain”. 
“Legend”, which cost $1m, is about an 
eternal triangle, involving a scholar and 
a couple of sexy ghosts. It is a fine film, 
but “Raining in the Mountain” is King 
Hu’s masterpiece to date. The title is just 
an identification tag. There is a brief 
shower behind the credit titles, but no 
more rain throughout the picture. The 
true subject, which makes it a compan- - 
ion-piece to “A Touch of Zen”, is Bud- 
dhist philosophy. 

“Raining in the Mountain” contains 
several fighting scenes, including a spec- 
tacular struggle in a temple, but what 
gives it an edge over King Hu’s other 
pictures is that it satisfies as a spiritual 
odyssey while delivering the goods as a 
martial-arts adventure. 

Since this film, King Hu has made an 
uncharacteristic modern comedy, “The 
Juveniser”, and an historical shaggy-dog 
story, “All the King’s Men”. Neither 
advances his career, but among the styl- 
ists of the cinema King Hu already has an 
honourable place. 
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about Hongkong’s immediate prospects 
after 1997, when the lease expires. 

One film that does attempt to come to 
terms with Hongkong’s recent history is 
Allen Fong’s “Father and Son”. It follows 
a typical family from its squatter-hut of 
the 1950s to its resettlement-estate room 
of the 1960s and centres’ on the son’s 
reluctance to fulfil the role his father has 
mapped out for him. The use of locations 
and non-professional actors is familiar 
from equivalent western films, but Allen 
Fong’s film is deeply rooted’ in experi- 
ence. The result is specific to Hongkong 
-but can also bè readily appreciated 
abroad. Allen Fong works for one of the 
“left-wing” film companies (meaning a 
company with strong ties to China), and is 
therefore shielded from the more blatant 
commercial demands of many producers. 
His new film, “Ah Ying”; was recently 
shown to much acclaim at the Berlin film 
festival. 

Other young directors often have to 


=. trim their sails to what the market will 


accept. One such is Kirk Wong, trained in 
London, whose black comedy ‘Health 
Warning” imagines the Hongkong of the 


_ twenty-first century as a derelict waste- 


land ravaged by warring boxers and 
punks. The film is primarily an impressive 
exercise in style, but darker notions run 
just under the glossy, violent surface. 
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Ann Hui has proved the most skilled of 
the new directors at imposing her point of 
view on disparate commercial projects. 
Her comic ghost story, “The Spooky 
Bunch”, is about the persistence of super- 
stition in Hongkong, while “Boy from 
Vietnam”, “The Story of Woo Viet” and 
“Boat People” all deal with refugees from 
Vietnam. The first, made for television, is 
a desolate look at the meagre options 
open to such people in Hongkong, from 
male prostitution to ill-paid piece-work. 
The second is a thriller, which opens with 
a political killing in a Hongkong refugee 
camp and ends with the “hero” working 
as a hit-man in Manila’s Chinatown. All 
of Ann Hui’s films are serious in tone; she 
regularly flouts the rules of her genres, 
attacking audience sensibilities in subtle, 
unexpected ways. 


Italian television 


Cinderella Raffaella 


ROME 








The word “soubrette” is still in fashion in 
Italy and that is what Miss Raffaella 
Carra is, but she is also much more. At 
the age of 40, without ever being a big star 
on the strength of her highly professional 
singing and dancing, Miss Carra has be- 
come, in the past few months, Italian 
television’s most popular lunchtime guest 
in almost every home. This has been due 
to her five-days-a-week phone-in pro- 
gramme called “Pronto, Raffaella”, 
where viewers try to guess the number of 
pumpkin seeds in a large glass jar, be- 
tween ‘songs, dances and chats with 
celebrities. 

Raffaella’s zooming popularity, howev- 
er, almost led to a political crisis last 
week, when Mr Sergio Zavoli, the chair- 
man of RAI, the state-owned broadcast- 
ing network, attracted the fury of the 


prime minister for his handling of the 
singer’s contract. The RAI has a state 
charter, guaranteeing it a monopoly in 
radio and television transmission. Eight 
years ago, however, the supreme court 
ruled that “local interests” could be bet- 
ter served by allowing independent sta- 
tions to broadcast locally. The leading 
cities soon had powerful local television 
stations, which have expanded in ways 
that were never intended, to become 
three (American-styled and oriented) na- 
tional networks. Last year, the Milanese 
station, Canale 5, sometimes drew larger 
audiences than any of RAI’s three “offi- 
cial” channels. ` 

Recently, rumour had it-that Canale 5 
was offering Miss Carra a contract worth 
in the region of L7 billion ($4.4m) and 
the network’s owner, it was said, sent 
her, as proof of his honourable inten- 
tions, a Bulgari bracelet, worth, perha 
L50m. 

The RAI has seen all too many of its 
stars switch over to the private channels, 
so this time it moved fast to sign Miss 
Carrà to a three-year exclusive contract, 
worth at least L6 billion. 

For the past 11 years, Italians have 
been told repeatedly by their many in- 
coming prime ministers that austerity is 
needed and sacrifices are expected from 
one and all. Accordingly, the present 
premier, Mr Bettino Craxi, expressed 
outrage at the sum being paid to the 
blonde soubrette. 

But there was nothing he could do. The 
contract was signed and legal. Miss Carrà 
had a weeping crisis shortly before begin- 
ning her nearly two-hour show the next 
day, but was probably comforted by the 
subsequent appearance on her pro- 
gramme of Mr Pietro Longo, the (Social 
Democrat) budget minister, who sang 
and danced a number called “Wom: 
what I would do for you”. 

Mr Craxi’s political foes initially at- 
tacked him for interfering in the RAI’s 
management since it is a state (not gov- 
ernment) entity, even though its chair- 
man and board are politically appointed. 
The prime minister pointed out that it was 
still a matter for government concern 
since it is the government that fixes the 
licence fee. At present, the fee (which has 
not been raised for four years) is L79,000 
for a colour set and is payable to RAI. 
Despite this, RAI stuffs its programmes 
with commercials and claims that the 
Carra show alone will bring in L20 billion 
a year. 

If so, the displeasure of Mr Craxi, a 
self-made man who hails from Milan, 
seems odd. Unfriendly voices say the 
brouhaha was all for show and that what 
Mr Craxi really wants is to get the public 
in the right frame of mind for sacrifices. 
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Today. 


Tomorrow? 


How to prepare for tomorrow? When today’s preoccupations — 
and challenges force one to act for and focus on the immediate future, 
developing a blinkered vision can easily become an occupational hazard. 
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Each year senior executives from more than 20 different countries 
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increased general or functional management responsibility. They __ 
emerge with new strategic perspectives ~ those provided by an- expert 
teaching Faculty, and, equally important, those provided by their peers. 
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individuals. And there are special terms if you bring the family. 
For complete documentation, cut out and send this coupon. 
© [am interested in courses for: 

O Adults © Young People 


O Private O Business 













NAME 
ADDRESS 


i 


eC 















Ka 
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180, Avenue du Chateau, Nivezé, B-4880 Spa . 
Belgium, Tel.: 010-32-87-77 3916. Telex 49650. i À 


UNIVERSITY OF DUBLINS 
Trinity College 


AONE YEAR || 
MBAIN 


F STAFF TRAINING FOR 
INDUSTRIALISATION 


DEVELOPING COUNTRIES 





STRATEGIES FOR SYSTEMS 
TH MARAG EDA || DEVELOPMENT 
IMPLICATIONS ||| PROGRAMME (MSc) 



















Applications are invited from govern- 
ment officers, business managers, 
teachers and researchers in developing 
countries for the next one-year 
gramme starting in October 1984, which: 
is supported by the irish government as 
part of its policy of development co- 
"| The progtartie i inter-acilinary ad 
amme is inter-disciplinary 
involves both academic course work and 
the writing of a report on a study carri 
out in consultation with staff memb 
irish state enterprises, An indivi 
course is designed tor each study feli 
depending on his academic background. 
and his report relates to a. selected 
“development problem trom his own 


country. 

Study fellows, who should have a degree 
or professional qualification, are usually. 
seconded from: their employing organi- 
sations and supported by EEC or other 
fellowship awards for which separate: 
application is necessary. 


For details and application forms write 
to: 


STARTING JULY 1984 
CONCENTRATION AREAS: 


@ industrial Policy and Strategy 

© Enterprise Strategic Design 

@ Managerial Control and Infor- 
mation Systems Management 

@ Behavioural Implications of the 
Strategic impiementation 


The programme is offered by RVB, 
a recognised institute in manageri- 
al capability development for the 
developing wori: 


RVB is linked to the Delft University 
of Technology and has more than 
30 years of experience in manage- 
ment development. 


RVB 


DELFT 



























































For further informa- 
tion please write to 





The Registrar, Systems Development Pro- 
gramme, Trinity College, Dublin 2. tre- 
land. Telex: 25442-TCD El 















NETHERLANDS. 








London 
Business 
School 


—— 
7 
STRATEGIC INVESTMENT DECISION. 


One week senior 
Management Programme 


This highly successful programme is about investment 
decisions with important long-term implications: major 
new products and markets, new technologies, new ven- 
tures and acquisitions. 

















The course links issues to participants’: practical experi- 
ence. It is for senior general, marketing and finance 
managers actively involved in strategic decisions. 


A few places remaining for May. Now also booking for 
October. 


Contact: Gaye Gresham 


Dates: 
LBS, Sussex Place 14-18 May 1984 
London NW1 4SA 15-19 October 1984 
Tel: 01-262 5050 


Please quote ref No: Ei. 


BRITISH STUDIES 
AT OXFORD 


s65 in. Politics and Economics, 
itish History. July 4 - July 24, Ju’ 
4 - August 14 or both. $1650. Eac 
lon includes room, board, travel 
pe land, tuition. 
it Study Abroad, Oakland 
, Rochester, Mi 48063— 
anj 377-4137, 


oe INTERNATIONAL 
aoe TEEN CAMP 
` Chailly/Lausanne, 
< Lake Geneva 
Co-ed 13-19 
July-August 


- CONFERENCE 
INTERPRETATION 
Course directed by Prot. P. Longley, 8 
October 1984-15 March 1985 in Chi- 
nese - Arabic - Japanese - Turkish - 
Greek - Danish - English - EEC languages 
in beautiful Tudor mansion: The Cam- 
bridge Centre for Languages, Sawston 

Hall, Cambridge 0223 835099. 


INTERNATIONAL 


JUNIOR CAMP 
Gstaad 
Bernese Al 
Co-ed 6-1 
July-August 


High standard. sports activities, language courses, excursions, mountain hikes, 


summer skiing. Folder. and references: 


ITC, PO Box 122, CH-1012 Lausanne, phone: 056/22 67 78 tx: igor 453 182 ch 


 & BRUNEL 
: 7s) UNIVERSITY 
is FACULTY OF SOCIAL SCIENCES 


"GRADUATE DIPLOMA 


IN SOCIAL SCIENCES 


. The Faculty of Social Sciences at Brunel University is offering a one year full- 

time course commencing 1984 leading toa ‘Graduate Diploma in Social 

Sciences. The course includes work in a number of fields designed to meet the 
needs of cach student. The Diploma is also intended for students wishing to 

enter into a higher degree and who: may. use. it äs a conversion course. 

Entrance cequirements..are considered on an. individual basis. Brunei 
» University is conveniently located 10 miles from Central London, 


ie For further information contact: 


The Director, 
G. D. S. S. (c/o Sociology Department), 
Faculty of Social Sciences, 
> . Brunel University, 
Uxbridge, Middlesex UBS 3PH. 


WEBSTER UNIVERSITY 


American Accreditation 


MA Degrees in Management, Marketing, In 


IN EUROPE 


/ Evening and Daytime Classes. 


nternational Relations, 


Human Relations. Economics and Finance, Com- 
puter Data Management, and Energy Economics 


BA Degrees in international Studies, Management. and Com- 


puter Studies, 


xt 8-week term starts March 12 


SWITZERLAND. AUSTRIA 


a Boommarkt 1 
2310 EA Leiden 


15, route de Collex 
1293 Bellevue, Geneva 


Tel, (022) 74 2452 > 


Schubertring 14 
1010 Vienna 


Tel. (0222) 52 1136 


i 


LANGUAGES 
01-493 1177 
72 New Bond St. London W1 


INSTITUTIONAL 
MANAGEMENT 
CONSULTANCY 
PROGRAMME 
Sept-Dec 1984 


A 13-week training programme 

for Management Consultants 

from developing countries. 

Contents: 

@ all aspects of client handling 

@ advanced problem solving 

@ recently developed ap- 
proaches im the various 
unctional management 
areas 

@ internship in Dutch Consul- 
tancy organisation 

@ a supervised practical con- 
sultancy assignment 


For information write to: 
Programme Manager 
Research Institute for 
Management Science 
PO Box 143 
2600 AC DELFT 
The Netherlands 


CONSULTING © 


For just $20 you can learn how ` 
to become å successful consult 
ant in your own field with our 
156 page course book. There is 
no risk with our full, money- ` 
back guarantee. There are no 
postage or handling charges. 
Send your check or VISA #or -È 
Mastercard # with expiration... 
date to The Consultant's: 
Library, Dept. El, 815 [Sth s 
Street N.W., Washington, DC: 
20005. Or call toll free™ 
1-800-431-1953, Ext. 874 / in 
NY State call 1-800-942-1935; 
Ext. 874. 


University of Wales 


MSc Econ 


INTERNATIONAL «=. 
ECONOMICS AND BANKING 


Applications. are invited for 
this one year taught course 
commencing in October 
1984 
Students follow courses in: 
International Banking; 
international Trade; 
international Finance and 
Development Economics 
and prepare a dissertation. 
Application forms are avail- 
able from: The Assistant: 
Registrar, Academic R 
istry, UWIST, PO Box 
Cardiff CF1 3XA. 


Speak French 


(or German, Spanish, Arabic and others) 


like a diplomat! 


What sort of people need to Jema 
foreign uage 
j ey ? Foreign service 


as possible 
l thats who. You can learn the 
same way with the cou cate (FI for uss 
the Foreign Ser Service institute (FS! foruse 


a abroad, THE FSi” BASC 


The basic sti Course consists of a 
set of audio cassettes and accompanying 
text books: you simply follow the written 
and recorded instructions. With the FSi’s 
unique learning method you set your 
own pace — testing yourself, correcting 
errors, and reinforcing accurate respon- 
ses. It is, we believe, the best course 
available to teach you a comprehensive 
knowledge of French. 

The FSi's introductory Basic French 
comes in two parts. Part A provides an 
introduction to the simpler forms of the 
language and,a basic vocabulary. Part B 
introduces more complex structures and 
additional vocabulary. 

You may order one or both courses. 





Unconditional Guarantee — 

Try the course for three weeks. If you 
are not convinced it’s the fastest, 
easiest, most painiess way to larn 
French, return it and we will refund every 
penny you paid. 


TO ORDER, JUST CLIP THIS AD and 
mail it with your name and d akies 
and a cheque or money order. Or, 
charge it to your cradit card American 
Express, VISA, Access, Diners Club) by: 
enclosing card number, expiration date, 
a ek signature, 

: ero reat 

Re 194 A, or 

Basic French, P, Part B. 18 cassettes (26 

Eor 290-page text, £99.50 for $T75US 


Ail prices are inclusive. 

For shipment outside Europe, 
please include £6 (or $15 US} 
additional postage. 


Many other FSI language courses also 
available. Write to us for free catalogue 


Audio-Forum, Suite 338, 
31 Kensington 

Church Street 

London W8 ALL. 

{01} 997 1647. 


Audio-Forum, 

Suite 338, 

445 East 49th St, 
New York, N.Y. 10017. 
(212). 753 1783. 





FREELANCE FINANCIAL ~ PILGRIM ASSOCIATES 
4 JOURN ALISTS i is a consultancy group working in the fields of rural 


development and small farmer agriculture. 
The International Newsletter Association invites applications from Their work includes the planning, design, implementation, monitoring and evaluation 
freelance ‘financial journalists to contribute regular columns for a of rural development. projects; social research an (veys; development of rural 
newsletter which focuses onthe international banking scene, currency, institutions; man power, development, appropriate agricultural development; rurat: 
¿stock and commodity “markets and world financial news in general. infrastructure and physical planning. : : 
Highly competitive fees will be offered. We are looking for professionals between the ages of 25-40 with a higher degree or 
es i iti ji ós Sirri kian to: equivalent in their professional field and some experience in developing countries. 
Please.apply in writing, along with cuttings and full curriculum vitae, to: vétids eithar for shorttdent consul iracie senior) or longer tenn contract 
i The Secretary, INA appointments for studies or implementation of rural development operations, 
Black Horse House Write with details of area of interest and cu m vitae to: 


cEeigh Road The Chairman, Pilgrim Associates, Old Bowlish House, 
Eastleigh, Hampshire Bowlish, Shepton Mallet, S rset BA4 5JA. 


_ DALLAH GROUP COMPANIES 
requires the following staff 


oS POSITION QUALIFICATIONS & EXPERIENCE JOB DESCRIPTION l 


1) BUDGETS SUPERVISOR BA Accounting/Economics with 12 years’ experience — Establishment of necessary procedure for preparation 

including 5 years in a senior position of Balance Sheets for Assccl ato companies and 

OR plementation and supervision of same. : 

MA Finance Management or equivalent with 7 years’ Revision and analysis of various budgets or the: 

experience in a senior position. Companies and preparation of uni budget estimation 
of the Group and its follow up. : : 
Budgetary control and discovery of deficiency and 
reason and submission of necessary remedial proposal. 


INTERNAL AUDITING @ Recognised Accounting Diploma or equivatent. Auditing and development of procedure for the Group 
SUPERVISOR bs 8 years experience in Audit offices including 2 years as Company for internal a f ë 
. upervisor. 


CONTRACT & PURCHASING BA Accounting/Economics/Business Administration/Law 
SUPERVISOR with 12 years’ experience including 5 years in a senior 


position 

OR Plannin 
MA Accounting/Financial Law/Business availabi 
Administration/Economics with not less than 7 years 

including 3 years at senior level. 


SUPPLY SUPERVISOR BA Accounting/Business Administration/Economics with 12 : 
` years’ experience and not less than 5 years’ experience at a : Á eae ee : : 
senior level : e ot "Ss central stores. $ 
OR I ‘up of existing stored materials. 
BA industrial Engineering with an experience of 7 years i : 
including 3 years at senior level. 


CHIEF ACCOUNTANT —- BA Accounting with an experience not less than 15 years . 
including 7 years at senior level Preparation of accounting procedure tor the Group. > 
: OR ; including financial analysis and accounting system for 

MA Accounting or equivalent and not less than 10 years’ the Group. © 

aes including 5 years at senior level Implementation of accounting system for branches 

Q supervision of central accounting of the Group, 

Chartered Accountant (CPA) with International recognised including registration and accounting statements and 

dipioma and not less than 8 years’ experience at senior budget. 

level, Supervision of planning and its implementation of 
opener fon Dae mea system and intabival 
: entation o! ace system and i it: 
_ auditing and iS suj ision. | : SAY te 


GENERAL INFORMATION: 


1. Priority will be given to Saudi Nationals. 5. Salaries & benefits wiil depend on qualifications lications to be sent to: 
“2. Experience with international Companies and experience and will be fixed after interview... P! RSON NEL MANAGER 
ee E ‘eferred. a 6. Place of Work: Saudi Arabia. i P.O. Box 6854, Jeddah, Saudi Arabia. 
Key llent knowledge of Arabic and English eos 
Janguages is a must... - : i 
Candidates should be dynamic and able to adapt 


themselves under various circumstances, 





‘TEESSIDE POLYTECHNIC 


> We are an ‘Equal Qpportuhity Employer 


Ament of : 
Business a Professional Studies 


LECTURER It 
su ECONOMICS, 


ett a to, business. ne i 
R candidate ee he ability: 


: Salary: 
212,568 (work bar) £13, 


ppd 
standing that duties may ie vari 


ried tram 
to time according to the needs of the 


Polytechnic. Thus, versatility is a necessity in 


lica 
iy see ‘applicant to take up appointment 


ing date ‘or ppleations—7 April 1984. 
ther ga iculars m application. forms 
mare avaliable irom the Personnel Section, 
: Teesside | ic; Borough Road, Mid- 


dlesbrough 
‘Tel: 0842 218921, ext 4114. 


Victoria University 
of Wellington 


New Zealand 
LECTURER IN 
BUSINESS ADMINISTRATION 


Applications are invited from persons 
qualified toteach Production and Opera- 
tions Management. Candidates for the 
position should possess appropriate 


“generalist or specialist Master's or high- 
-er degree and have the ability to.contrib- 


ute more widely to other areas of the 


Department's teaching programmes. 


Salary is in the range NZ$21,660- 
NZ$25,684 per annum. Fares paid to 


) New Zealand. 
Conditions of appointment and method 


of application available from the Asso- 
tiation of Commonwealth: Universities 
(Appts), 36: Gordon. Square, London 
WC1H OPF; or from the Administrative 
Assistant (Appointments), Victoria 
University of Wellington, Private Bag, 
Wellington, New. Zealand, with whom 
applications close on 11 May 1984. 


Solomon Islands 
‘Statistician 


up to £18,925 pa 


Lying in the Western Pacific, Solomon Islands have a 
developing island economy. The Ministry of Finance 
currently need a Senior/Principal Statistician to 
manage and supervise the field survey unit. Other 
duties will include liaison with data users, sample 
survey design, analysis of survey data and preparation 


of reports. 


Applicants, under 58 years of age, must hold an 
‘honours degree in statistics with at least 5 years’ post- 
qualification experience in all aspects of socio- 
_gconomicand agricultural sample surveys. 


Salary is up toa maximum of £18,925 per annum and 
includes a tax-free allowance paid under Britain’s 
overseas aid programme. The basic salary attracts a 
25% gratuity on completion of the two year contract. 


Benefits include free passages, generous paid leave, 
children’s holiday visit passages and education 
v= allowances, outfit allowance, appointment grant, 
“government accommodation and intrest-free advance. 


- For full details and application form, telephone Gina 
Cole, 01-222-7730 ext 3626 or write quoting 


| YRINBOLUE to: 


Crown Agents IA 


o TheCrown Agents for Oversea Governments & 
Administrations, Recruitment Division, 4 Millbank, 


London, 


WIP 3JD. 


UNIVERSITY OF 


SURREY 


DEPARTMENT OF HOTEL, CATERING AND TOURISM 
MANAGEMENT 


Professor of 
Management Studies 


This new Chair arises out.of the expanded activities of the 
Department and the need to develop research beyond its present 
levels. Applications are invited from outstanding academics with a 
proven track record of applied as well as theoretical research. Of 
particular relevance is the field of Management Behaviour, al- 
though applications are weicomed from specialists in allied areas. 
Whereas it is desirable that applicant's research should have been 
in service industries, it is essential that the person appointed 
should be prepared to orientate future research efforts towards the 
hotel, catering and tourism industry. 


Further particulars are available from the Academic: Registrar 
(LFG), University of Surrey, Guildford, Surrey GU2 5XH, or.. 
telephone Guildford 571281, ext 633. Applications giving the 
names and addresses of three referees, should be sent to the 
above by 30 April 1984 quoting reference 250/E. 


Faculty 
of Business 
and Management 


Applications are invited for two senior appointments. 


Professor/Head of School 
of Management Sciences 
Professor/Head of School 
of Administrative Studie 


Salary scale (both posts) Head of Department Grade VI £1 6,632- 
£18,327. 


The Schools of Management Sciences and Administrative Studies ar 
newly established as part of a re-organisation of the existing academi 
work of the faculty and in recognition of major new course” 
developments in Business Information Technology and Business 
Administration. 

Both posts offer challenging responsibilities, calling for creative 
leadership to establish and foster these new schools. 

Further details are obtainable from: 

Clerk to the Polytechnic Council 

Preston Polytechnic 

Corporation Street 

Preston PR1 2TQ 

Closing date for receipt of 

completed applications: 6 April 

1984. 





Economics Correspondent 


-A leading business and professional weekly seeks an 
economics correspondent with the ability to develop 
important business stories and to brief specialist 
contributors. This will involve work on both the 
weekly and on a monthly business newsletter. The 
successful candidate will have an economics/business 
background (degree or commercial experience). 
Good salary, conditions and benefits. Write with brief 

details to: 


The Managing Director 
Building (Publishers) Limited 
1 Pemberton Row London EC4P 4HL 


SOMALI DEMOCRATIC REPUBLIC 
MOGAMBO IRRIGATION PROJECT 


PROVISION OF 
AGRICULTURAL MANAGEMENT 


APPLICATION FOR PREQUALIFICATION 


l The Mogambo Irrigation Project wili develop irrigated agriculture over a net area of about 2,200 
a prea] water relied from the Juba River and forms part of a proposed ultimate development 
net 


The consttuction of these works is proceeding under the terms of agreements for financial aid 
Negotiated between the Somali Democratic Republic, the Kuwait Fund for Arab Economic 
Development and the Kreditanstalt tür Wiederaufbau. 


` Management of Project 
The objective is to establish a commercially viable hag! bo engaged in rice production together 
with a smail pilot scheme for the production of cotton. Expatriate experts are required to form an 
integrated management team which. shall be offered by a firm or company having applied 
experience:.in the commercial management of: mechanised rice production under similar 
environmental conditions. The management team of expatriates who will have full executive 
powers shall comprise: 
Approximate Duration 
$ bus of Assignment in years 
Rice farm manager (Deputy General Manager) 
Fleid manager . 
Chief accountant 
|.. -Plent production specialist 
Rice miller 
Workshops foreman/mechanic 
Short term alist may be required from 


addition’an ‘expatriate irrigation engineer will be provided by the Mogambo irrigation Project. 


The team will be required to train Somali personnel who will eventually take over the 
Management. 


Prequalification of Tenderers. 

‘Tenderers who wish to be prequalified for the above Contract should submit their names and 
addresses to be received by the consultant before 10th April, 1984, enclosing information about 
-heir previous commercial agricultural management experience, financial status and ability to 
provide the management team required, including short term specialists and head office back-up. 


Consuitant 

The Consultant, to whom applications for prequalification shoutd be sent, is: 
SIR. M, MACDONALD & PARTNERS LTD 
DEMETER HOUSE 
STATION ROAD 
CAMBRIDG: ; 


Submissions of original documents. -or copies therat, which are not in English, should be 
accompanied by a certified English translation: 
pote Signed: < THE GENERAL MANAGER 
: MOGAMBO IRRIGATION PROJECT 
‘ O.BOX 1205 - 


University College of Swansea 


Research Studentship 


Applications are invited from graduates (or those about to graduate) in 
development studies, economics or public administration, with a first or 
upper-second class degree for a Research Studentship in the Centre for 
Development Studies. The holder will do research for the. PhD. degree on 
the evaluation of overseas aid, supervised by Professor J. F. J. Toye. 


The Stugentehip. arada from 1 October 1984, will be of equivalent value 


to a Research 


ncil studentshi 


ip or a DES studentship plus tuition fees, 


Closing date for applications is 12 April 1984. Write to: 


Professor To 
leton Park, 
305678, ext 223. 


, CDS, University of Swansea, Sin- 
wansea SA2 8PP or telephone 0792 


INTERNATIONAL PROPERTY 


SUNNY 


SWITZERLAND 


LAKE LUGANO 


Lakeside apartments in the middle 
of a beautiful park with swimming 
pool, own landing stages. First 
quality equipment. like fireplaces, 
large terraces, built-in kitchens, etc. 
Prices from SF453,900. 

60% mortgages with leading Swiss 
banks at low interest rates. 

Please ask for our colour leaflets. 


EMERALD HOME LTD 
Via G. Cattori 3 


}..CH-6900 Lugano-Paradiso 


Tel: Switzerland (91) 54.29.13/14 


Eorsigners can buy: Lots of aiden i thy 
SFr .. LUXURY CHALET! 
SFr220,000, VILLAS trom SFrR25.00.. 
APARTMENTS from about SFr 325,000 
APARTMENTS from about SFr 100,000, 
Mortgages 70% at 65% interest. 


Ask: H, SEBOLD SA, Tour-Grise 6, CH. 
1007 Lausanne. Tel: 21/25 26 11. i 


HOE OF NOMES N USA 


Offered for holiday exchange. with 


professional people in UK. Proven: 
Trial membership. 


INTERSERVICE, Box 87, Glen. 
Echo, MD 20812 USA. ve, 


SWITZERLAND 
LAKE GENEVA and MOUNTAIN RESORTS—BUY DIRECT 


Apartments in MONTREUX on LAKE GENEVA. Also available in famous mountain resorts: ” 
LLARS, VERBIER, LES DIABLERETS, LEYSIN, CHATEAU D'OEX near GSTAAD. Individual 
chalets available in tovely CHAMPERY, a skiing paradise. Excellent opportunities for foreigners. 


Prices from SwFr123,000—Liberal mortgages at 64% interest. 


GLOBE PLAN SA, Mon- 


24, 1005 Lausanne, Switzerland 


Tel: (21) 22 35 12-—Telex: 25185 MELIS CH 
VISIT PROPERTIES-—-NO OBLIGATION 


OUTSTANDING ARIZONA ESTATE | 


At the Foot of Famed Mummy Mt 
Paradise Valley, Near Scottsdale, Arizona 


Superbly located in a prestigious residential neighbourhood on th 
fairways of the Paradise Valley CC, this exquisite.estate enjoys 
i 


spraw 


L-shaped adobe brick residence within a magnificent 2- 


acre walled garden. Private and secure, the stunning residence, 


lavish with g 


ass areas, Offers five bedrooms and five baths plus: 
servant quarters in its 5,700sq ft. Hu 


two-level terrace surrounds 


swimming pool; tennis court is night-lighted. A colourfully decorated.” 
tennis/quest house is comfortably accommodating. TE-715500. 


$1,950,000 


Previews inc. 


“SINCE 1933. THE FIRST NAME IN FINE REAL ESTATE” 





information, send for: free booklet 
antage Press; 516W, 34 St. 


ranch within 45 

sofOane tCollins, Loveland, 
‘ongmon y Mtfront range growth 
rea. ea Hightech industry. 
ime location fe planned community 
ot: For brochus: Horne Real 


; 732; Evergreen, 
plorado. 300-674-8136, 


“Marketing Professional experi- 
enced in Finance, Computers, 
39, seeks position in England or 
Europe. Prefer Marketing in US. 
Advertiser, Box 150033, Nash- 
ville, Tennessee 37215. USA 


PRIVATE SECRETARY/ASSISTAMT 
Energetic, quadrilingual, extensive 
professional Lanes in Htaly/ 
Switzerland/Engiand/Germany, 
seeks interesting position in Europe 
r USA, free to travel. Reply Box 
63, ‘The Economist Newspaper. 


CHARTERED 
ACCOUNTANT 
57, heavy international experi- 
ence, interested in most 
hings, seeks congenial occu- 

y. Europe or South 


ê 
es to: Peter J. Braga, La 
: des Pins 96610, France. 


GUERNSEY. For your'confidential ac- 
commodation address or complete off- 
shore company administration. No reg- 


“stration fee: No VAT. Write to Dupre 


‘Associates Ltd, Church Lane, St Samp- 
son, Guernsey, Cl. Tel: 0481 49773. 
Telex: 41191171. 


ATTENTION 
: BRITISH 
EXPATRIATES! 
- REED 
STENHOUSE 
GIBBS 


| @ Advise over 12,000 
- UK ex-pats on their 
-investment position 
@ if YOU are an ex-pat. 
| and have a regular 
quarterly income to invest 
(minimum £300 or 
US$500) send full details 
in.confidence 
to: JOHN G. ROBINSON, 
RSG INTERNATIONAL 
(Licensed dealers in securities) 
10 Grosvenor Gardens, 
London SW1W 0BD 
Tel: 730 2545 Telex: 8813371 
FOR IMMEDIATE RESPONSE 
e FREE ADVICE eFREE 
QUARTERLY NEWSLETTER 
®CONTINUOUS UPDATE 


Plant or animal BIOTECH. Market or 
research advice—write BIOACT, 123 


Edgeway Rd, Oxford OX3 OHF, UK. 


CHOICE HOMES IN USA 


Offered for holiday exchange with: 


professional people in UK. Proven. 
Trial membership. 


INTERSERVICE, Box 87, Glen 
Echo, MD 20812 USA. 


USA IMMIGRATION 


Employment, investment, Matrimo- 
nial, Educational, Business 
Services. 

toll free: 1-800-446-7660, 
overseas; 1-804-741-2278. 


United States Business 
Richmond, VA 23229 USA. 


Subscribe now 


to the 


HARVARD JOURNAL 
LEGISLATION 


For commentary on Public Policy in the 
legislative process. New Subscribers for 
the 1984 volume can receive a 1983 copy 


Send a $15 cheque payable to "Harvard 
ciate 2 for two issues ($18 foreign) 
o: 


Harvard Law School, 
Publications Center-JOL, 
Cambridge, MA 02138 U 


CHIROPODY AS A PROFESSION 


The demand for trained chiropodists in the private sector is increasing. 
Most of the training necessary to qualify for a Diploma in Chiropody may 
be taken at home by specialised correspondence lessons. Full practical 


training is additionally. provided. 


Write for the FREE BOOKLET from The Secretary. The School of 
Chiropody, SMAE Institute (Established 1919), New Hall, Maidenhead, 


Berkshire S!6 4LA, UK. 


Dunn & Hargitt 
Experts in International Portfolio Management 
have attractive investment opportunities in their commodities 


and currency & gold pools 
e 25 years of experience 
e long-term track record 


e successful computer-tested trading systems 

ə monthly performance statements 

ə all assets deposited with major international investment banks 
Investments in commodities are subject to market fluctuations. 


WRITE TODAY AND INCLUDE 
YOUR TELEPHONE NUMBER! 


RESEARCH | SA. 


Dept B411 
6 Avenue Lioyd George 
Box 5 

: 1050 Brussels - Belgium 
Tel.: (2) 640.32.80 
Tx: 64978 dunn b 


Restricted in Beigium and U.K 


feeders ari recéiioaiiciid tortie 


the appropriate professional advice 
before- entering into any a 
commitment. 


FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3811. Telex 89551 13. 


ANCESTORS “TRACED . WORLD- 
WIDE. Free booklet describes. ser- 


: vices, fees-and portfolio 


presentation. 
Ancestral Research, § Meyrick Road, - 


| Stafford ST17 4DG, UK. Tel: 0785 


41253 (24 hours) 


CUT THE COSTOF >- 
YOUR STAY IN LONDON | 
Take a furnished, self-contained service 
apartment in Knightsbridge, near Harrods. -$ 
Fully equipped kitchen-dinette, bathroom, < 
phone, colour TV, central heating. elevator, ~ 
Suit 1-2 persons. Brochure by airmail. ~ 


Tel: 01-584 4123 


International | 
Transport | 


Air, Sea, Road. Between any | 
two points on the globe. Com- | 
petitive rates—first class ser- |. 
vice. For quotes on any type of 

| cargo—phone the specialists | 
now on 01-734 8356 or 01-734 
0096. 


Express Export Services 
Limited 


an am om an se | 
Now is the Time 
to invest in 


Commodities 


The International Cominodity. 
Account offers overseas 

investors a confidential TAX- 
FREE investment in GOLD, -oM 
CURRENCIES and the SOFT: J 
COMMODITIES. Minimum 1 
investment £2,500 with a : 
unique LIMITED LIABILITY $ 
guarantee. Joynsons are 

Members of every UK 

Commodity Exchange. 





I To: G. W. Joynson & Co Limited, 

i i41) 14 Trinity Square, 
London EC3N 4ES. 

B Tel: 01-480 6921. 


i Please send me details of the 
i International Commodity 


i Account, 
Name 
l Address. 

















Telephone. 





=— A high rate 
on US dollar 
Wa deposits and your 


9.30 % 
So ina own cheque book 


TYNDALL BANK 
DOLLAR MONEY ACCOUNT 






Now Tyndall Bank offers you an easy way of 
earning higher interest on US dollar deposits 
whilst retaining complete access to your 
savings at all times. 


Tyndall’s new Dollar Money Account enables 
expatriates and other overseas residents to 
benefit from rates.of interest normally only 
available to major investors in the London 

money market. 


In addition the dollar account offers the 
following facilities: 


Security — deposits are placed with major 
recognised banks in the UK or their wholly 
owned subsidiaries. 

© High interest — paid gross without deduction 
of tax. 

Your own dollar cheque book — minimises 
correspondence, simplifies transfers and direct 
payments, and gives you access to your funds at 
all-times. 

Interest credited four times a year — means an 
even higher return because interest is earned on 
the interest. The current rate. if maintained, 
equals 9.30% p.a. 

No reports to any government authority — for 
non-residents of the Isle of Man. 


Tyndall Bank (Isle of Man) Limited is licensed 
under the Manx Banking Act 1975. 











The Tyndall pie is one Gr the saning i inv estment 


*Rate'at time of going to press. 
Current rate published daily in the Financial Times. 


Minimum opening deposit is US$5,000. 
Send off for full details by completing the coupon below. 


Tyndall Bank (Isle of Man) Limited 
Dept ECONM, 30 Athol Street, Douglas, 


Isle of Man 
Telephone: (0624) 29201 Telex: 628732 


Please send me full details of the Tyndall Bank Dollar.Money 
Account. 


Adaren gaera kann ani Pn cadedie Newel EA ss 
-a ECON/Mars84 























Young executives need to 
know what’s going onin the 
world! 


Outside influences on 
_ acompany’s future 


The Economist Conference for Young 
Executives in Germany. Organised in 
association with the Bundesverband 
: Junger Unternehmer and the 
Wirtschaftsjunioren Deutschland at the 
Intercontinental Hotel, Frankfurt, 
Monday, 14 May, 1984 





















The Economist invites young executives to.attend: 
an Important one-day conference in Fran 
1984 i 







Today's Sias needto be aware of the out-» 
side influences that can and do affect a company’s future.: 
This conference explores the impact of the privatisation’. 
of industry, the development of open,.competitive mar’, 
kets, work patterns and employment policies and inter-: 
national financial regulation: 

Speakers, under the chairmanship of Emily 
MacFarquhar, International Editor of The Economist, in- 
clude Vincent Cable, Special Adviser to the Common- 
wealth Secretariat, lain Carson, Assistant Editor.of The’ 
Economist, Barbara Beck, Director of the Anglo-German’ 
Foundation for the Study ‘of. Indastrial Society and”. 
Jonathan Hakim, Financial Golrespondent of The EO 
nomst k 

Most conferencesare alight a specific industty or 
problem. The aim of this conference is to. 
perspective of the younder executive. Send youl b 
and brightest to it. 4 

Just complete the attached: youcher, return it and’ 

a place will be reserved for you, © 
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cutives Donferéence or 
, intercontinental Hotel 













































Please return to: The Economist Conference Unit. 
25 St. James's Street; London SWIA IHG... 
Telephone: 01-839 7000 ext 323 Telex: 24344 ECONG 
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JTPUT, DEMAND AND JOBS Unemployment in America fell again in February to THE ECONOMIST COMMODITY PRICE 
'% of the labour force; in Australia it resumed its earlier downward drift by falling to INDEX America’s department of agri- 2 
%. But in Canada the second successive monthly rise pushed unemployment to culture now expects world maize produc- ; 





3%. Holland has the worst unemployment of all the countries in our table, and in tion to total 684m tonnes in 1983-84, 
bruary the rate increased again, to 18.3%. Britain’s industrial production rose 4.1% in -13% less than last season. Wheat output | 
year to January; though British retail sales are growing more slowly than in the last is estimated at 487m tonnes, marginally 


arter of 1983, they were 3.6% higher in February than a year before. higher than in 1982-83. Estimates of the 
change at annual rate Russian grain crop have been trimmed p 
f industrial production gnp retail sales unemployment % rate by 5m tonnes: wheat is put at 78m 
3mthst 1year 3mthst 1year 3mthst 1year latest. year ago tonnes, 8m tonnes less than in 1982, and E 















strali +12.8 + 5.1(12) +18.8 +0.3 (9) + 21 ~0.5(12) 9.4 (2) 96 maize at 105m tonnes. Chinese wheat 3 


—10 + 7.0(11 na na + 3.6: —9.4(10 14.7 (1)* 14.3 - i j 
+13.0 +18.3(12) + 3.6 +6.6(12) -— 5.8 +5.2(12) 11.3 (2) 12.5 production. _ is oxpected: ta: be 126m 












































































































































nil + 4.0(12) +24 +0.5(12) -121 -581 9.9 (1) 96 tonnes higher than in 1982, and coarse 
Germa +116  +58(1) +53 +3212 +43 -11(12) A 4 grains 7m tonnes higher. The forecast for 
la +173 + 65112) na na +17.5 +2.2 (9 18.3 (2 167 South African maize output has been i 
+14. — 2.5(12) + 3.7 -0.4 (9) +13. +1.6(10 12.7 (1) 12.0 i 
2a +10.7 +10.0 (1) + 6.2 +3.6 (9) - 3.8 +2.3(12 27 (i) 27 reduced by a third, to 4.5m tonnes. 
vede +12.3 + 7.1(12) + 2.3 +1.8 (9) nil -3.9 (9) 3.7 (1)*_ 3.4 1980=100 % change on = 
= 71 nil (9) - 5.5 +0.3 (9) _- 53 —1.9(12) 1.0(12)* 0.8 Mar6  Mar13 One. ONO aes 
+ 5.4 + 4.1 (1) + 20 +2.5(12) ` - 2.8 +3.6 (2 12.6 (2) 12.6 (provisional) month year 
+99 +15.1 (1) + 49 +6.2(12) + 85 +8.3(12) 7.8 (2) 10.4 Dollar index Sie 
alue index deflated by CPI All items 91.0 90.8 +3.9° .+163 g 
Food 96.1 96.3 $4.1 423.0 
ES AND WAGES Italy's consumer-price inflation slowed to 12.3% in the Industrial ES 
: ; ‘ All 86.2 85.8 +3,7;, °+10.0;. Saae 
ear to January, but wholesale prices accelerated, pushing the 12-month increase Nia 971 95.4 +43 4147 
10.2%. Wholesale prices are also speeding up in Britain, where their 12-month Metals 78.0 78.7 +34 +620 
_ flation rate was 5.9% in February. West German hourly wage rates increased in Sterling index ES 
e year to January by 3.1%, as did American hourly earnings inthe year to Allitems . 1423 143.7 +0.77- +198 
ebruary. In Britain, earnings are still rising faster than prices. Food 150.5. 152.4 +0.9 +26.8 
change at annual rate Industrial ~ 
consumer prices* wholesale prices* wages/earningst All 6 134.9 135.8 +06 +13.5 =P. 
3mthst 1 year 3mthst 1 year 3 mthst 1 year Nfa 152.0 150.9 +11 -+183 Se 
sstralia +10.0 + 8611) +43 +67 (9) +64 + 5.7 (9) Metals > 1220 1245.  `+02 + 96 A 
eigium + 5.0 + 69 (1 +10.0 +10.9 (1) + 44° + 4.5 (9) SDR index 
anada + 3.2 + 5.3 (1) +23 + 41 (1) +72 + 6.4011) _ Allitems 1105 110.9 41.5 +195 9 © 
ance + 69 +90 (1 +14.5 +15.0(12) + 8.0° +12.3(10) Food 1168 117.5 416° +262 m 
. German + 31 + 3.1 (2 +35 + 23 (1) + 0.6 + 3.1 (1) Industrials a 
olland +26 + 3.6 (2 +79 + 21411) nil nil (1) All 104.7 104.8 +14.4 +13.2 l 
aly +13.7 +12.3 (1 +13.0 +10.2 (1) +15.0" +15.3(10) Nfa* 118.0 116.4 +18 +178 
apa + 2.2 + 1.8 (1) ce B E 1.4 (1) + 83 + 2.8(12) | Metals 94.7 96.0 +0.7 -: + 91 
-weden +10.0 + 8.0 (1 + 6.8 + 8.5(12) + 46° + _7.8(12) Gold À 
itzerland + 40 +.26(1) + 15 + 1.5(12) + 3.0° + 7.2 (9) $ per oz 403.60 397.75 $4752 0.82 ee 
K + 3.6 +-5.1 (1 + 59 + 5.9 (2) + 66 + 7.8 (1) Crude oil (spot) Arabian light E 
SA +32 + 4.1 (1) + 1.6 + 1.9 (1) + 3.8 + 3.1 (2) $ per barrel 28.65 28.65 +0.8 + 0.7 
s ates i facturi t Australia, week’ ings; Ji nd Switzerland, monthly earnings; Belgium, z 
aaan and USA, aa Aaa UK mony ae ar mes apan and Switzerland; monthly earnings; Belgium "Non food agriculturals 


FOCUS: IMPORTS After the first oil 
shock in 1973-74, Opec countries 





Import volume %change World imports % share 






went on a buying spree. They- in- fA 
Kal Developed countries 
1973 total: : 
creased the volume of their imports PA nat ARAR crete 1983 total: 






by an average of 27% a year in 
1973-77. Then they had to cut back, 
while. other countries boosted the 
growth of their imports. At first the 
1979-80 oil shock seemed to follow 
_ the same pattern: imports by Opec 
surged; elsewhere they fell back. But 
in 1982 and 1983 things changed: 
_ low commodity prices and an in- 
creasing burden of debt meant that 
poor countries without oil could not 
step up their imports as Opec re- 
trenched. Industrial countries be- 


. = 
nee ee ite woga 1973-77 78-79 8 8 82' 83est E Opec 
© Source. IMF 


E Opec 






E] Developed countries 1 
WZ Non-oil developing countries 3 






Annual 
average 










Footnotes applicable to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas. adj. tAverage of latest 3 months 5 
compared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. i. 








FOCUS: EXCHANGE RATES ‘The 
dollar may have begun its long-await- 
ed slide, though it strengthened a little 
this week (see below). It is still 8% 




























first budget this week, so British pad tral boomed to a new high. The week pos saw 
record high in Tokyo, where investors were cheered by Wall Street regaining its ner 
Most other bourses fell back. 


higher in trade-weighted terms than it | Stock price indices nae -% Change on a 
was in January, 1983. The chart Mar 1983-84 one one © -record 31/12/82 
| shows some of the few currencies i : year high in local 


g 
g 
$ 


which managed to keep up. The yenis | 











the only major currency to have London 865.0 865.0 598.428 
gained ground against the dollar: 43% New York 1164.8 1287.2 1027.0 +11 
altogether, almost all of that in the past | Canada 2400.5 2598.2 1949.8 09 











“month. There have been only modest | Australia 719.0 787.9 487.3 -22 



































‘they have risen with it. Most tiddiers 
-}:not-tied to the dollar have sunk. Two 
“exceptions are the Singapore dollar 
up:0.5%) and the Malaysian dollar 





i ; ~ i 3 74: -427 

ee in the Canadian (2.6%) and Aus- “me Bae ae oe 

ralian (2.7%) dollars. In Europe, the 1427 1482 1005 06 

Swiss franc has been strongest, fall- | 1605 1751 96.1.5 E 
| ing only 6.1%, compared with ster- | 1008.7 1096.5 7279 1B 184 HBO 4321 48 

ling’s 10.2% and the D-mark's 8.7%. | } 1917 _1472 __96.1__=06 
Many of the world’s minor currencies eae ote os Sane n 7 EN A 
pegged to the dollar; unless their | South africa 1050.0 1050.0 7049 +24 

governments have chosen to devalue, | Sweden 1490.5 1594.5 896.2 1.6 

| Switzerland 3623 + «3880 1542 =1.0 


MONEY AND INTEREST RATES British banks cut prime rates by }%; Austr: 
banks put theirs up by 3%. Broad and narrow measures of money are diverging | 























‘(up 0.8%) | Japan, where the broad measure rose 7.6% in the year to January and the nan 
GUTE | only 0.6%; and also in Canada. 
US dollar trade- weighted exchange rate | Money supply interest rates % p.a. (Tuesday, except bonds which are previous T 
136 1975100 j % rise on yearago Money market Commercial banks Bond yields Eurocurrency. 
| Narrow  Broadt Overnight 3months Prime Deposits Gov't CorporatesDeposits Bond: 
(M1) lending 3 months long-term 3 months 


Australia +123 +14.5 (1) 1250 1460 1350 1420 1440 1540 1388 10.8 
Belgium +57 +58 (9) 12.00 1250 14.75 1150 1223 1225 1450 129% 


Canada +77 ~12 (2) 1025 10.35 11.00 10.40. 12.74 1276 10.44 11.48 



















































France +77 + 7600) 12. 2 12.63 12.25 1263 1280 1425 15.88 10.14 

WGermany + 64 + 44 (1) 550 590 800 537 790 . 7.90 563 YAS 

Holland +14.6 +10.9(11) _ rm 6.13. 750 6.13 8.41 8.29 6.13 11.7 
Currencies against US dollar yen italy +15.8 +16.300) 17.25 17.50 1750 115 50 15.67 11.31 
~ % change Jan 1, 1983,to March 9, 1984 | Japan +06 +76(1) 631 646 550 350 7,18 6.88 
| Sweden na + B.1(12) 10.00 11.05 11.00 1065 11.50 10.62 

Malaysian $ | Switzerland + 2.1 + 5211) 206 3.44 750 3.00. 457. 10.85 

Singapore $ re | UK +107 +99 (2) 844 891 9.50 878 10.54 81. 11.9% 

3 USA +92 +93(1) 975 975 1100 955 1241 13.25 1031 12.6€ 


Other key rates in London 3 mth Treasury Bills 8.5%, 7-day Interbank 9.2%, clearing banks 7-day notice 5.5‘ 
|  Eurodollar rates. (Libor): 3 mths 10.5%, 6 mths 10.7%. 


anadiai 

Australian $ + M2 except Australia, Canada, Switzerland, U.S.A., W. Germany, M3, Japan M2 + C.Ds, UK £M3, Definitions of in 

pear available on request. Sources: Chase Manhattan, Chase Econometrics, Banque de Commerce (Belgium), 
redietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Saves First Boston.. These rates are 

and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES in a quiet week on the foreign exchange markets, the dollar strengthened t 
-0.5% in trade-weighted terms, and the yen by 0.4%, while the D-mark weakened 0.2% and sterling 0.9%. Canada’s visible trad 
: T was C$1.9 billion (US$1.5 aeoe) in January, the biggest since June, 1982, and enough to raise the 12-month surplus‘ 
US$12.8 billion. 








































Trade balance” current- currency units per $ 3mth forward rate . Trade-weightedt currency units foreign reservestt 
$bn account exchange rate $n 
balance Discount =. 
latest latest 12 $bn as premium ‘ ; 
` month months latestt2 mths latest year.ago per$ %pa latest yearago per£.. perSDR January . year agi 
Australia +012 (1) + 0.2 -53 (1) 104 — 114 1.04 Disc 325 -87.6 76.5 wd A R 88 87 
Belgium +0.45 (8) -22 46i f s a E : 45 43 


- Canada FISTO) 4128 427 123 
France -064 (1). -~ 54  - 7.4 (9) 792 672 ; S C 
W. Ger -Germany +1,28 (1) +16.1 : ` 257 2.38 54 ge : ; k 2 

: 0al 1) E3 a 2.64 1 12 99. 

=F, 1411 
238 


745 768 Disc 0.21 T i 
206 208 em6.94 1602 1473 
0.66 “Prem 1.56 809 790 


125.4 120.2 
























































o you want to become a millionaire 
You can. Now we offer 


this opportunity SD ou „æ Million DM 
25 times MILLION DM! Seber Jack Pot 


Total prize mone 
y over 133 mili 
This is exceptional. An inheritance or business venture could never offer you such a .603 A DDITI O ion DM 
: chance! The NORTH-WEST-GERMAN-STATE-LOTTERY offers you the possibility to A prizeof NAL PRIZES 
belong to an international group of clever participants. All prizes are quoted and paid fall € of DM 20.000 up to 2 million DM 
outin German Marks (DM). This is where your advantage is. The West German Mark has, aus on almost every 1000 tick 
been one of the strongest currencies in the world for years. | ticket number, 
Each lottery runs over a period of 6 month, one class per month. There are 400.000 
tickets with 147,46 iprizes totalling over 133Million DM. A total of 242 jackpots ranging 
from 100.000. to 1Miltion DM are raffied-off plus plenty of medium and smaller prizes. It none 
ig also possible that 10 prizes of 100.000.- DM will be combined into a Super-Jackpot À 6.Class- Main draw | 
of 1 Million.~ determined in pre-drawings. That means that 24 prizes of 1 Million DM i Aug./ Sep. -Drawings 84° 
plus 2 guaranteed prizes of 1 Million and 2 Million each will be drawn = 26 Super Jack PRIZE-:! CHED L MILLION DM 
ts = 26 Millionaires. : . orf 
kame us another game where this is possible! The drawings are held in public and 400.000 ticket numbers in the game ae 
supervised by state auditors. All prizes are guaranteed by the German Government. 147.461 winning numbers 
The great thing is that nobody will find out about your winnings, DECAUSE YOU ~ BS Oar 
player - remain anonymous. 37 out of 100 numbers are winners 
—r ~ y 
1. Class 2. Class 3. Class 4. Class 5. Class 
Aprit-Drawings ‘84 May-Drawings '84 June-Drawings ‘64 June/July-Drawings '84 July/Aug.-Drawings ‘84 


MILLION DM 1 MILLION DM or 1 MILLION DM or MILLION DM or MILLION DM or 
rice guaranteed 10x 100.000 DM 10x 100.000 DM 10x 100.000 DM 10x 100.000 DM 


MILLION DM or 1 MILLION DM or 1 MILLION DM or 41 MILLION DM or MILLION DM or 
10x 100.000 10x 100.000 DM 10x 100.000 OM 10x 100.000 DM 10 x 100.000 DM 





M 


1 MILLION DM or 1 MILLION DM or MILLION DM or MILLION DM or 
10x 100.000 DM 10 x 100.000 DM o 10 x 100.000 DM 10x 100.000 DM 


1 MILLION DM or 1 MILLION DM or 1 MILLION DM or MILLION DM or 
40 x 100.000 DM 10 x 100.000 DM 10 x 100.000 DM 10x 100.000 DM 


50.000 DM 50.000 DM 50.000 DM 50.000 DM 50.000 DM 50.000 DM 
25.000 DM 25.000 DM 25.000 OM 25.000 DM 25.000 DM 25.000 DM 
20.000 DM 20,000 DM 20.000 DM 20.000 DM 20.000 DM 3 20.000 DM 
15.000 DM É 15.000 DM 15.000 DM 15.000 DM 15.000 DM 16.000 DM 
10.000 DM 10.000 DM 10.000 DM 10.000 DM 10.000 OM 10.000 DM 
5.000 DM 3 5.000 OM 5.000 DM 5.000 DM 5.000 DM 5.000. DM 
3.000 DM 3.000 DM 3.900 DM 3.000 DM 5 3.000 DM 3.060 DM 
2.000 DM 2.000 DM 2.000 DM 2.000 DM 2.000 DM y 2.000. DM 
1.000 DM s 1.000 DM 1.000 DM 1.000 DM 1.000 DM i 1,000 DM 
240 DM 360 OM 480 DM g 600 DM 720 OM a 720 DME 


8.292.000 DM f 3 13.827 = 12.773.000 DM = 16.950.000 DM 


Start of next Lottery 





x KM RMR MR 








xxXK EX KK KKM 





How to participate: ® Your prize-money will be transferred to you within one week of your 
> You order your ticket with on the order coupon below. request by check or any other way you desire. Of course, if you hit a 
ù Within days you receive your ticket together with an invoice and the jackpot you can come in person to collect your prize in cash. 


official drawing schedule with rules and regulations. > If you are already our customer, please do not order, because you 

@ PLEASE INCLUDE PAYMENT WITH YOUR ORDER. You can also pay receive the ticket automatically for the next lottery. 

for your ticket after receipt of the invoice. Payment can be made by PED 
rsonal check,travellers check, bank transfer (add remittance bank You can be sure you will receive fast, honest Ke 
arge) or in cash via registered air mail (cash at your own risk). and confidential service. Now it is up to you, Ry f 


© After each class you will receive the official winning list together with therefore order and mail the coupon today. ty >e 
the ticket of the next class via air mail. AMEY 


© ifyour naai na pee arene you hele seneneny receive a winning Lots of Luck Lotterie-Einn. Hameln 
notification. Your dr: et is eliminated from the game, therefore Se Kuhimannstr: ' 
we will offer you a new ticket (replacement-ticket) so that you can keep Your chance to win: 1:3 DAAE phe A 
on playing right up to the 6. class. if coupon is missing,write for information. W.-Germany 


a ee ee ee ee ee eee eee eee eee M 


| tr m luck and order l worlwide Mail coupon to Lotterie-Einnahme Hamein 
a i KuhimannstraBe 1 A 


D-3250 H W.- 
All classes (1st - 6th class) 72. Lottery, beginning PI ite inG m~ E Romany 
April 6, 1984 to September 28, 1984 ease write in German |_| | Please print in 


Please fill in number of tickets you want to order. Cee eer: 


[ir veka aroo @ aoas @ 0000 
PL ase noo e reese or | ee TTT 


[O [marae 201.00 @ 7310 @ siss | owe] 0 
| * US$ prices and £ prices are subject to rate of exchange. i BE i 
o eaaa nnet | Cm H HH HHH 








THE MILD CIGARETTE 
GALLAHER LIMITED 


Enjoy Silk Cut. 
The international choice in mild cigarettes. 













BEANE Ways 


G entle hostess in your sarong kebaya 
you care for me as only you know how 

across four continents of the earth in the luxury 
of the world’s 
most modern fleet. 
Singapore Girl 
youre a great 
way to fly. 





SINGAPORE 
AIRLINES 
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La Ciboulette face au Centre Georges Pompidou 
Cognac Courvoisier... 
The French way of life. 


¥ Zz Crgnaed apokens 
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World politics and current affairs 


13 Quarantine the Qaddafis 

14 Tighter money for Britain, please 

15 Revolutionary torpor in Iran 

15 Cheaper ways of getting better 

16 Dr Botha, we presume 

18 Repeal Japan's rice laws 

19 Health care international: A survey by Norman Macrae 

37 International: A Duarte victory in El Salvador could be a 
balm for Reagan's bruises; Panama; Brazil; India and 
Bangladesh; Vietnam; Hongkong; Malaysia; Saudi Arabia; 





















Lebanon; Death in the third world; Canada; Angola; South | 
= pom How to get better Arka = 
bo Across the world, health care 47 Europe: Let's have a peace movement, says Nato; France; 
i is in crisis, page 15. A survey Protest movements; West German armed forces; Jugosla- 
Bad case of Qaddafi suggests how to get out of it, via; Poland; Magic in ancient Athens. EEC trade; EEC 
The lessons to be learnt from pages 19-35. competition 
murder-under-immunity in a Daa a a a | 53 American Survey: The CIA becomes central again; John 
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Peace movements Bet, Ros Darby; Peppermint oil; Soviet Union; 
ussian statistics 
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banon 
IR—Your article on April 14th 
ggests, by its title, that Leba- 
nis “‘Ceasing to exist”. First, 
; answer to that is self-evi-. 
lent—though one might add that 
he integrity of every nation in 
¿Middle East or indeed Eu- 
ype were to be called into ques- 
ion, surely very few would re- 
in on the map. Because if the 
rid allows a'small country like 
nine, a founder member of the 
mited Nations and Arab League 
1 1945,.to be wiped off the map, 
is certain that the balance of 
rid power would be destroyed. 
_ Second, to assume that Leba- 
jon is a recent invention is to 
gnore that its identity is a perma- 
ent reality rooted in ancient his- 
tory. The Lebanon of Ottoman 
imes can be historically defined 
s the whole territory from the 
est’ of Anti-Lebanon to the 
séa-——a territory which did not 
iffer much from present-day 
banon. Within the limits of this 
rritory, an evolving form of 
ical authority has continued 
out interruption from the 
ly seventeenth century to our 
yn time, giving Lebanon a sepa- 
te and distinct identity. 
Lebanon has never been part 
yria, but was linked with the 
itry only for administrative 
poses imposed by the Otto- 
ans and the colonialist powers. 
nce given the choice, the Leba- 
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| havens offer an opportunity of 
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irden. This report shows what 
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nese have repeatedly chosen in- 
dependence for themselves. And 
if a referendum were held in 
Lebanon now, at least 95% of the 
people would vote for a united 
Lebanon and the constitutional 
framework we have enjoyed for 
40 years. 

Until the present crisis ravaged 
the country, Lebanon was an ex- 
ample of stability and prosperity 
and was often described as the 
Switzerland of the Middle East. 
Our capital, Beirut, has always 
been the financial centre of the 
Middle East, as well as the uni- 
versity, the publishing house, the 
hospital and the free press— 
which it remains even under the 
prevailing conditions: a remark- 
able achievement by any criteria. 

AHMED Et-Haus 


London Ambassador of Lebanon 





Food subsidies .. . 


StR—Your summary of the work 
done by the International Food 
Policy Research Institute (Ifpri) 
on the Egyptian food subsidy 
system (April 7th) was a concise 
and accurate summary of the re- 
sults published so far. The re- 
ports you cited, however, deal 
mainly with the costs of the sys- 
tem. A forthcoming study (Ifpri 
report number 45), deals with the 
benefits. Its conclusion corrects a 
number of issues accepted as con- 
ventional wisdom on food 
subsidies. 

The subsidy system transfers 
purchasing power to all Egyp- 
tians. Measured in terms of the 
difference between food import 
prices and consumer prices, the 
transfer amounts to 15% of the 
income of the poorest quarter of 
the urban population and nearly 
17% for the rural poor. The rural 
poor also save more from buying 
grains on the private market than 
they lose as a result of depressed 
agricultural prices: All income 
groupspay more for animal prod- 
ucts on the open market, but this 
cost is born particularly by the 
urban rich who consume propor- 
tionately more animal products. 
This price distortion, while eco- 
nomically inefficient, is a transfer 
of resources. back to the rural 
sector. » 

It is worth noting that per capi- 
ta calorie consumption in Egypt 
exceeds that of all countries with 
up to twice the gnp per capita of 
Egypt. Of course, the Egyptian 
food subsidy system is expensive, 





‘quently overlooked by interna 





tional institutions pressing for 


rapid corrections of such a 
system. 

HaROLD- ALDERMAN 

fashington,- JoACHIMVON BRAUN 

DC Ifpri 





... revisited 


SIR— do not wish to dissent from © 


the hopes expressed in your lead- 
ing article on world agricultural 
policies (April 14th). However, 
your remarks on the recent 
agreement on the CAP (April 
7th) seem over-optimistic. The 
imposition of strict quantitative 
controls on milk output may have 
been the only politically agree- 
able way of reducing the budget- 
ary cost of support in the dairy. 
sector, but a move towards mar- 
ket prices it is not. In the context 
of 25% overproduction of milk in 
the European community, driv- 
ing resources out of dairying by 
quotas may seem a sensible first 
step. The effect, however, will be 
to hasten a crisis in the beef and 
cereals sectors. i 

Consumers are unlikely to de- 
tect any movement to lower 
prices. Whilst they can be thank- 
ful to have avoidėd the proposed 
tax on vegetable oils, current 
moves threaten to weaken the 
few remaining links between Eu- 
ropean farm prices and world 
markets. Two examples are the 
curbing of imports of New Zea- 
land butter and lamb, and the 
application to Gatt for restraints 
on the imports of non-grain 
feeds. This does not suggest, as 
you imply, that consumers in this 
rich part of the world are about to 
see off the recession with a-surge 
of purchasing power released by 
tumbling food prices. 


Newcastle ALLAN BUCKWELL 


SIR—It would have been much 
better if, instead of imposing 
dairy quotas, the EEC farm min- 
isters had followed the precedent 
set in 1982 for cereals, This pro- 
vided for across-the-board reduc- 
tions in support prices for every 


million tonne increase. in 
production. 
True, the particular formula 


applied to cereals did: not bite 


enough to be-effective; you may 
be right in suggesting 1 that a 20% 
reduction inthe real price of milk 
would be necessary to restore 
balance between. supply and. de- 
mand. A. formula. that would 
bring this about over à period of, 
say, five years, accompanied bya 

“golden handshake” for marginal 
producers who could not com- 
pete at lower prices, would h 






gre 7 
ropeal taxpayers as well as con- 


Washington, 








sumers, while at the same time 
improving the: efficiency of the 
dairy industry.” 


DC: 
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SiR—Governmen pole towards 


Pric support Mecania such 
as the CAP are designed to -stabsi~ 
Ii 


failure in: pouuiral policy is 
that support is directed not to 
people, ¿but to. things such as 
dairy products through the CAP, 
or (in Britain). farm buildings 
through rates ‘relief. Why not 
subsume all of these paymen 

into a “social dividend” pavard 
to all self- or. nof-employed rur: 

dwellers? 


Birmingham © CONALL BOYLE 





Lead in petrol 
SIR—Your article (April 7th) ac- 
cepts a number. of. popular. mis- 
conceptions about the introduc- 
tion of lead-free petrol. Perhaps 
the most basic is.that “for many 
years (until older carsdisappear 
from European roads), both un- 
leaded and leaded’ petrol will 
have to be available”. In fact, 
existing cars: will run: perfectly 
well on unleaded petrol, provid- 
ed it is ofthe correct octane 
rating, The only, beneficial effect 
of lead additives is a slight lubri- 
cating of exhaust valve seatings 
when the car is driven. so hard 
thatthese. become overheated. 
This is readily overcome by the 
addition of safe and inexpensigg 
lead-free additives well-known 
the oil industry. ; 

The: second misconception is 
that the introduction of lead-free 
petrol at current octane ratings 
“would in itself be expensive”. 
Modern: aklylation plant is sc 
efficient that it produces petrol at 
about 3p per gallon cheaper thar 
most older refineries. This plan 
can be introduced within. a two 
year period.and the.reduced pro 
duction costs allow. manufactur 
ers to recover their investmen 
costs within a further two years. 

The oi! industry has the plan 
and technology now to provide 
lead-free petrol suitable for al 
cars on the road without the 
slightest modification. 

Tony MANNING 
The Campaign Agains 


London. Lead in Petro 












YOUNG PROFESSIONALS PROGRAM | 
The ASIAN DEVELOPMENT BANK, an international finance organiza- 
tion, was organized in 1966 to help in the planning and financing of high- 
priority projects in the developing countries of Asia and the South Pacific. Its 
stockholders are the governments of 45 countries of North America, Western — 
Europe and the Asian Pacific region. It is headquartered in Manila, 
_ Philippines. ; 
-We have started a Young Professionals Program, a recruitment campaign 
designed to bring in talented young men and women to the Bank’s staff _ 
ranks. 

We are looking for people under 30 years of age who have superior — 
academic credentials but who lack the minimum experience normally 

required for the Bank’s professional staff positions. 

The work is tough and challenging, but if you have what it takes, the Bank 
will give you that experience through carefully planned assignments in the = 
ADB’s operational and administrative departments. This training has been. 
designed to move you eventually to higher staff positions and into a variety of 
challenging and rewarding careers. 

. The Bank’s Young Professionals Program offers attractive salaries, nor- 
mally free of tax in the Philippines, in addition to a broad range of benefits 
and allowances. To qualify you must be a citizen of a member country of the 
Bank, and have 

* Either a Master’s degree or its equivalent, or a Bachelor’s degree with at 

least two years of work experience; 

* Proficiency in oral and written English. 

Candidates should have advanced training in economics, finance, manage- 
ment, administration or other fields relevant to the work of the Bank. 
Applicants with training in law, engineering, operations research or comput- 
er systems may also be considered. Relevant work experience should be in 
areas as banking, financial analysis of projects, planning and analysis of 
investments, budgets, accounting and country or sectoral planning. 

If you meet these requirements, please send in your application i in English, 
quoting REF: YP85, with your curriculum vitae and copies of academic 
records and transcripts to the following: 

Head, Employment and Staff Relations 
~ Personnel Division. 
Asian Development Bank 
PO Box 789 
Manila, Philippines 
Aao for the 1985 intake in this Program should reach the bank no“ 
later than 31 August 1984. 














MANAGER BANK OF BOTSWANA 
PROJECT DEVELOPMENT Deputy Director of Reseach 


3 Botswana Development Corporation is a government spon- Applications are invited forthe post of Deputy Director of | 
‘sored development finance institution established to promote new Research in the Research Department of the Bank of Botswana— 
investment in the industrial, agricultural, commercial, property, which is the Central Bank of Botswana. ~ 
transport and tourism sectors. The Corporation has a portfolio of ; ; ith coriside experience in | 
approximately 40 companies with a market value exceeding leat hed eet ee rana Ee 

S$20 million. Its head office is in Gaborone, the capital of 




























‘ . : wees pe — Monetary and Banking Policy 
btswana, which enjoys excellent social and’ climatic conditions À 
and good educational and recreational amenities. = era end Danan roe 
The Corporation seeks a suitably experienced and highly motivat- — Credit Policy 
Əd individual to head the department which has the responsibility — Balance of payment and Public Deb 





for identifying and promoting new investment opportunities, 
appraising financing requests from private investors, negotiating 
finance for new investments, and supervising their impiementa- 
tion. The Manager of the Project Development department also 
Supervises the training of citizen members of his/her staff. 

e Suitable applicant will probably have a degree in economics, 
iness administration, commerce or finance and approximately 
ht years' postgraduate experience of business creation, evalu- 
ion ard organisation. Relevant experience in a developing 
< country would be an advantage. 

_A highly competitive salary will be paid (including gratuity, 
| payable at the end of a°30-month tour, of 25% of gross 
emoluments earned during the tour). 

plicants who feel they have the qualifications should send a 
‘detailed curriculum vitae, and a covering letter providing refer- 
ences to the General Manager, Botswana Development Cor- 
“poration Limited, PO Box 438 Gaborone, Botswana. 






The incumbent will help to formulate advice to the Bank and . 
Government on issues of a macro economic nature. 


This post is available immediately. 

The ideal candidate will have the following academic qualifica- 

tions:- @ 
— MA or PhD plus at least seven years approved 
work experience g 

Salary: Contract Officer—Approximately P44,500- per an- 
num including Inducement Allowance plus 25% tax 
free gratuity, passages, education allowance, etc 
(Current rate of exchange: Pula 1 =.US Dollar 
0.8646). s3 


































Applications including a curriculum vitae, should be sent to the » 
Director of Administration, Bank of Botswana, Box 712, Gabo- — 
rone, Botswana. : ; 


Further details may be supplied on request. 






















‘Quantitative Investment Research i 


County Bank is seeking a candidate with a strong mathematical/quantitative background to contribute to the development 
and implementation of quantitative investment products. The candidate would join the group, in Investment Division, 
which is the focus for statistical analysis and research into innovative investment strategies. Its responsibilities include: 

— managing passive funds and quasi passive funds (index funds, immunisation programmes) 
~ risk analysis for active management 
— development and marketing of new passive and passive/active mixed products, 
_.. Applicants who will be interested in playing a role in developing new concepts and strategies in fund management, should 
`- be educated to a degree/MBA level and be familiar with statistical techniques. Knowledge of a modern portfolio theory 
and an interest in micro-computers would be a positive advantage. The successful candidate might already be currently 
involved in quantitative fund management or be working in an academic or research environment. 
A competitive salary will be offered together with the usual fringe benefits associated with working for a prestigious 
City Institution. . 
Please write in confidence, enclosing a current curriculum vitae to: 
i Ian Carlton, 
rsonnel Manager, 
County Bank Limited, 
11 Old Broad Street, London EC2N 1BB. 


























a0 SPECIAL REPORTS 


AUTHORITATIVE ANALYSIS OF MAJOR ISSUES AND PROBLEMS 









The Japanese Car Industry: Where Now inthe 1980s? 
No 160 published January 1984 aS 

The Japanese motor industry is at a crossroads; which way willit go? This report 
examines current and future issues which are expected to be instrumental i 
shaping the structure and deve! nt of the industry up to 1990. (Commercial 
vehicles are not covered.) Price £60 or US$120 A i 


Art as Investment 1984 
No 167 published April 1984 i 

Is art as good an investment as shares? This report compares the performance of | 
thirteen art categories with the increases in the Dow Jones and Financial Times 
indices, with eamings taken into account, between 1959 and 1983. 
Price £45 or US$90 



















































Republic of Ireland: Economic Prospects 1984-88 
No 166 published April 1984 
at the ibe Sega t's ats to enore this once ame economy and the 
consequences of its actions. In parti examines the prospects for export 
growth, the likely direct benefits to the economy of varying oil flows and the 
prospects of the Republic remaining competitive as an investment location. 
rice £85 or US$170 


Egypt in the 1980s: The Challenge ; 
No 158 published January 1984 iy 
Presents a detailed, reasoned and. systematic critique .of the current: 
development plan and of the country’s economic prospects. There is detailed | 
analysis of the past performance and future potential of each of the main sectors. 
of the economy. Price £75 or US$150 ; 
















World Natural Gas Outlook: What Role for OPEC? 
No 157 published February 1984 ‘ 

recent nsion of a major international contract (between Algeria’s 
Sonatrach and bie USAs aaae ova is oniy the latest i in a series of. 
se! to natural gas exporters. e longer term, this Special Report argues, 
import may revive; but will the supply be there? Price £120 or US#240 ©) 


Creating Jobs in Europe: How Local Initiatives Work 























The Prospects for East-West Trade: 
Policies, Indebtedness, Exports 

No 154 published November 1983 

The dust of crisis has now begun to settle over East-West trade, and the time is. 
ripe for this assessment of the prospects to 1990. The report. concludes thats 
there will be a shift back to imports from the West and important changes of 
emphasis. Price £55 or US$1IO 


















Putting Video to Work: 
A New Medium: A New Industry 

No 163 published March 1984 

With the user strongly in mind this report explains in detail what can be done with 
video in the work place, in corporate communications, training, marketing and 
education; what is now, or soon will be, technically possible; the services 
available; the programs to buy; the hardware range. Price £75 or US$150 






















World Textile Trade and Production 


No 152 published November 1983 i 
The rapid growth rate of the textile and clothing industry over the last three 
decades is slowing and is likely to slow further in the period to 1990. This 
report looks at the pattern which is likely to emerge over the next twenty years | 
and gives “detailed analysis of production and consumption trends. 

Price £60 or US$120 


| FinancialModelling with a Microcomputer: Software 

Choice & Hardware Selection 

No 162 published April 1984 

Sets out criteria to be considered when selecting hardware and software for 
ial ing exercises, outlines various modelling routines and gives 

worked examples of different types of model. This is a companion volume to, and 

intended to be read in conjunction with: 


























Financial Modelling with Computers: 
A Guide for Management 
No 120 published April 1982 

is provides a guide to corporate financial modelling techniques for non- 
specialist management. It deals with four main types of model — simulation, 
optimising, forecasting and probabilistic. 

rices No 162 £45 or US$90. No 120 £40 or US$80. 

The two together £65 or US$130 


Cable Television in Western Europe — 
A Licence to Print Money? 

No 150 published September 1983 

Provides a guide through the maze of economic, political, social and international ; 
factors which any participant in the deve! ent of cable TV should consider } 
Analyses the current position, future out and possible developments to 1992 | 
in 13 countries. Price£75 or US$150 = 
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Towards the Pacific Century: Economic Developments 
in the Pacific Basin 

No 137 published March 1983 
Presents an overall view of the nature and scope of the drive towards the ultimate 
objective of forming a Pacific community. Examines the conditions and prospects 
in respect of trade, investment and economic policy. Price £50 or USSIO0 







Thailand: Prospects and Policies for the Future 
No 161 published February 1984 

Evaluates the prospects for this fundamentally stable, sound and fast growing 
economy over the next five years against a realistic assessment of the political 
background and earlier economic performance. Price £65 or US$130 
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< In opening my statement last year, I said that world 
insurance markets were in a bad way. In 1983, there was 
alimited change for the better, but only in some areas. 
In Sun Alliance we have reduced our underwriting loss 
from £70.9m to £67.4m and at the same time achieved a 
small real increase in premiums in a number of sectors 
“of business without departing from the policy of 
responsible underwriting. Although this reflects an 
excellent performance by our staff and compares well 
with our major competitors, it also reflects a far from 
“ satisfactory situation in world insurance markets. We can 
+ take comfort both from modest signs of better intentions, 
-© and from limited signs of action, as well as from our 
_ performance in most of the home market; but our 
reinsurance business has continued to prove how right 
- were my warnings in earlier years and in September last. 
We have sharply cut back on reinsurance. We expect 
losses in the future to be much reduced. We shall need 
much more evidence of longer term recovery before we 
--seek to expand there. 
Our investment performance was again good and the 
markets were favourable. Our solvency margin at the 
end of 1983 was 125%. The combination of a reduced 
underwriting loss, an increase in the Life business 
“contribution and an £11.4m increase in investment 
income led to a profit before tax of £73.4m compared 
| with £56.8m in 1982. I must emphasise once again the 
strength of our asset position both in allowing us wider 
_ opportunities in investment and in giving us a solid base 
for expansion when the markets make that sensible. 
IVIDEND 
The Directors have resolved to declare a total dividend 
~ of 56p per share which compares with 48p paid for 1982 
< — an increase of 16.7%. An interim dividend of 22p was 
paid in January and the final dividend of 34p will be paid 
on Sth July next. 
~ Your Directors hope that the strong asset position of the 
_ Group will enable them to continue a steady increase in 
f the dividend, even while the world insurance markets 
remain in a poor state. 


RECENT DEVELOPMENTS 


There are those who see the long term outlook for 
insurance and insurance companies as bleak. We donot. 
For this Group we see a profitable future with sound - 
growth. Certainly we shall not be able toreturn to the 


INSURANCE GROUP 






Comments by the Chairman - Lord Aldington 


trading patterns of the 1970's. In those years 
developments both in the industrialised and third world 
countries brought fundamental and permanent changes 
but they.are changes to which we can.and do respond. 
New communications technology has opened up new 
fields in world-wide insurance marketing, Our busin 
has always been international and is becoming more s 
Insurance buyers and sellers throughout the world are in 
almost instant communication and capacity available in 
Singapore or New York is often as readily available toa 
London broker as capacity in the City of London itself. 


It is not therefore surprising that one of the rapidly 
developing areas in our Group is the International 
Department, dealing with composite insurance _ 
programmes for large companies with operations in man 
parts of the globe. This department, working in 
conjunction with our companies, branches and agencies 
all over the world, enables us to. respond promptly to the 
insurance requirements of companies producing an 
infinite variety of products and services under differing 
systems of law and trading practices. 


Much concern has been expressed about the 
development of self-insurance and captive companies. 
Certainly these have had an impact on traditional 
insurance markets. They have emerged as a natural 
development following the growth of industrial 
companies by merger and acquisition. Much of this 
development has been logical and healthy; and.we a 
the challenge to provide viable alternatives or, where 
appropriate, to provide new services in partnership with 
industry and other financial institutions. 

We are encouraged by the way in which the limits of 
insurability are being pushed ever outwards. We are 
constantly devising underwriting techniques for new 
kinds of risk for developing industries like electronics, 
energy and space exploration; and theres, in practically 
all areas of insurance, a growing trend away from cover 
for specific perils towards insurance against loss in its 
much wider sense. i : 

It is generally accepted that bad underwriting results 
have been due largely to competition ina world market * 
awash with insurance and reinsurance capacity, itself 
created because too'many have ill-advisedly put too 
much reliance on investment income to offset these 
results. We must, however, be careful not to blame all 
our troubles on onë cause. Over the last few years 





















Premium Income _ 
General Insurance 





| Insurance Underwriting Result: “ (674) > (70.9) 


















Long- rm Insurance Profits . . BS 70 

esmen Income 131.3 119.9 
Other Income 10- 08 
Profit before Taxation «34 568 
Taxation and Minority Interests. “214 20.8... 
Profit attributable to Shareholders 46.0. 36.0 
Dividend 16 BI 
Profit Retained | 184123 
Earnings per Share 93.3p  73.0p 


Dividend per Share 


aderwriting performances have slipped and London 

ust accept its duty to lead the industry pack to the 

èst underwriting standards. For though many of the 
ənditions have gone which first made London the centre 
‘world insurance, the reputation for trading integrity 





tained, gives London a special place in the 


eines expertise which remains, and must be 
sUrance world. 


IFE ASSURANCE 


e question the wisdom of the Chancellor in abolishing 
ir the future, and without prior consultation with the 

€ assurance industry, life assurance premium relief. 

he relief was introduced nearly 200 years ago and is as 
das income tax; it has provided vital encouragement to 
illions of people to buy protection and security from 
eir own resources rather than rely upon the State. » 


he following is a quote from William Pitt's introduction 
‘the Income Duty Bill of 1799 in which, after extolling 
e virtues of a tax on incomes, he said: — 


The Annual General Meeting of Sun Alliance and London Insurance pic 
will be held on 16th May, 1984 at the Head Office, Bartholomew Lane, London EC2. 









_ should so arbitrarily abandon William Pitt’s princip! 
- This tax concession has admittedly in recent years _ 





“ themselves been trading for nearly a century before 
‘William Pitt introduced life assurance policy relief. 


“continue todo so. 


CONCLUSION 






-advantage of the latest developments in computer 


























+- there is one case which with a view to that cl 
who are really willing to save for the benefit 
for whom they are bound to provide, makes som 
modification. It is in favour of those who have 
~ recourse to that easy, certain and advantageous 
of providing for their families by insuring their] 
-dn this bill, as inthe assessed taxes, a deduction 
-allowed for what is paid on this account”. z 
:We find it curious that a government dedicated to 
persuading its fellow-citizens to “stand on their ow 


become a significant feature in some of the shorter term. 
contracts but we believe the concession should and could’ 
have been retained for appropr ig term [i id 
savings policies. It is not usually wise to let the baby go 
out with the bathwater, just because one does not like 
“the bathwater. 


Some of the companies in the Sun Alliance Group had 





During that time wars, governments and Chancellors 
have come and gone and we have survived and prospered 
under constantly changing environments. We shall 


‘During 1983 we have been.able to achieve a number of 
the major objectives we set ourselves at the beginning of <- 
the year. At home we have won some real increase in 

premiums and have improved overall our underwriting 
and marketing performance. In direct marketing we 
have taken alead. At the same time we have taken 


technology and benefited from the reorganisation which 
was completed in 1982, T 


In Europe, Canada, Australia and in several other 
territories results have been better and in the United : 
States of America, a marked improvement in most classes 
of business was overshadowed by severe weather losses 
and medical malpractice reserving requirements. The 
wholesale revision of our reinsurance operations has - 
been completed and the action taken has reduced 
substantially the size of our portfolio. 

Our Marine business-continues to be well managed andin 
difficult circumstances a break-even result was achieved. 
Our Life business has grown at an unprecedented rate ; 
helped by the changes in tax reliefon mortgage payments: 
We should not, however, allow the growth from this 
source to blind us to the excellent expansion in other 
areas of our Life account. 
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GLOBAL COVER 
FROM A POSITION 


OF STRENGTH 


We've built up a network to service our multinational 
clients, wherever they are based and whatever their needs — 
insurance programming risk control resources, risk 
management advice. 

Sedgwick has worldwide resources with offices in over 
50 countries. This enables us to deal with all these problems, 
technical and financial, connected with analysing risk and 
providing cover to match it in every detail. The group's 
companies and locations are co-ordinated to ensure that 
clients have access to the widest range of skills and services. 
The ability to provide global and complementary skills is one 
of our greatest strengths — and our clients know it 


Sedgwick 


A commanding presence in worldwide insurance broking 
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Quarantine the Qaddafis 


From the moment 10 days ago when a burst of machine- 
gun fire from the Libyan embassy murdered a police- 
woman and mowed down demonstrators:in London’s St 
James’s Square, the British government had an alarm- 
ingly narrow range of options. Most people’s first 
tinct was to take the building by storm, but that was 
ever on. However bruised the current state of interna- 
tional law, Britain is a signatory of the Vienna conven- 
tion. Even if that were no impediment to action, the 
presence of some 8,000 Britons in Libya clearly was. 
Expulsion, and a break in diplomatic relations, were 
the only resort left. It is grossly unjust that the murderer 
should go unpunished. But injustice is one of the lesser 
offences which can be placed at the door of Colonel 
Muammar Qaddafi. 

Some lessons have now to be learnt. Could the affair 
have been foreseen and prevented, or must such 
incidents be considered the small change of internation- 
al terrorism? The British foreign office had been 
warned of trouble. True, but it is often warned. Should 
there be a ban on all demonstrations outside extremist 
embassies, for fear of gunmen? The foreign office was 
told there would be counter-demonstrations. True, 
again: which is why extra policemen were drafted to the 
square. The authorities should have known that the 
student revolutionaries in the building were unstable 

d likely to be armed. But that would have made little 
difference. Some of the students had formal accredita- 
tion and therefore immunity; anyway, the St James’s 
Square building was immune territory. Any action 
against it or against those whom the Libyans regarded 
as their representatives would have put Britons in Libya 
immediately at risk. Back to square one. 

The affair has been handled very steadily in Britain. 
The widespread sense of fury was tempered by the 
Easter holiday; by the parliamentary recess (the com- 
mons is never a coolant to the machine of crisis- 
management); even by the prime minister’s absence in 
Portugal. Mrs Thatcher uncharacteristically refrained 
both from off-the-cuff comments and from interfering 
with the confident handling of the crisis by her home 
secretary, Mr Leon Brittan. All political parties seem 
resigned to the inevitable outcome. 

So where does that leave British diplomacy with 
Libya—or with other such regimes? So long as Colonel 

Qaddafi rem<*..s in power, Britain should not accept 
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Libyans with diplomatic immunity, or Libyan buildings — 
with such immunity. Whether or not the embassy — 
gunman intended his spray of bullets only for his fellow- — 
countrymen, such things must not be allowed; and yet, — 
while Colonel Qaddafi is around, diplomatic immunity 
would make a repetition possible. There will also have — 
to be a more thorough clearing-out of non-immune d 
extremists known to be inhabiting colleges, student 
residences or whatever throughout Britain. Other Eu- 
ropean nations bloodied by Arab civil wars on their 
territory (such as France and West Germany, which 
have suffered more than Britain) should be asked to — 
join Britain in taking these actions. Unless they do, © 
“European political co-operation” will have been 
shown to be a matter for the diplomatic periphery. Ş 
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If you don’t like wasps, have fewer nests t 
There may also have to be broader-based action. There 
have been calls for a revision of the immunity provisions 
of the 1961 Vienna convention. The purpose of the 
convention is not just to protect diplomats from the 
rigour of local parking and drinking laws; it is to protect — 
them in protecting their citizens abroad, especially i 


places like Libya. Britons in Libya almost certainly — 
have more to gain from this immunity than Arabs do in 
Britain. And the sanctity of embassy buildings has lon; 
been a lifeline to dissidents under repressive regimes 
well as a haven to the embassy’s own countrym 
Britain, and other liberal countries, have a solid inte 
in sustaining it. 3 
None the less, the balance of advantage is starting to- 
shift. The growing ease of air travel, and the growi 
amount of firepower that can be hidden in diploma 
bags, impose a rising security burden on nations wh 
education system or cultural tradition makes them 
natural refuge for dissidents. The immunity of 
diplomatic pouch is an open invitation for the import of 
spies and criminals complete with drugs, guns and : 
explosives. L 
One part of the answer may be that the scale of many 
diplomatic establishments is absurd. Diplomats make 
vulnerable hostages. As in Tripoli, they easily become 
pawns in a game in which only one side is sticking to the - 
spirit and letter of the Vienna convention. The present 
swollen number of full diplomatic missions—both for- _ 
eign ones in London, and British ones in some places 


N 
Ezi 


y 


a] 





broad—ni 
need not be performed 
representation. It has yet to be shown that the 8,000 
ritons in Libya will be worse off under the sub- 
services of the Italians. 

est of civilised countries to start trying to 
-offences as no longer “immune” when 


ds to be reduced. The 









l arid ie is growing too fast in a Britain still 
ainfully slow to produce more 


ain’s economy is overheating, and interest rates 
d to rise to cool it down. That view will appal those 
ho gauge the economic temperature only by the 
ess rate. But unemployment is a bad thermometer, 
the really appalling fact is that Mrs Thatcher’s 
pposedly radical government has done so little to 
lake. up the labour market that demand can be too 
rong even with 123% unemployment. 
e signs of overheating grow clearer by the week. 
he economy has started its fourth year of upswing; 
vious cyclical upturns have averaged only 23 years. 
ployment in the second half of last year rose by 
12,000; about 3% of the workforce. True, 80% of 
panies tell the Confederation of British Industry 
-a lack of orders is the main constraint on produc- 
. But a shortage of skilled labour is already said to 
olding back output in 26% of instrument-engineer- 
firms and 37% of electronic companies—the growth 
dustries making things on which Britain will spend its 
pound of real income. To judge the amount of 
in the whole economy by looking at old industries 
as much sense as worrying about full employ- 
for lamp-lighters 10 years after Thomas Edison 
ted the electric bulb. 
Auch of the rapid growth in British demand has 
ady leaked abroad in imports. They grew by 4.9% 
olume last year, compared with a rise in exports of 
% . Now demand is pulling up inflation as well. 
-monthly increase in retail prices reached a 
igh of 3.7% last June; last month it was up to 5.2%. 
government’s forecast that it will drop down to 43% 
the end-of 1984 is not believed by the City. Index- 
ed government securities, a good buy when infla- 
on is expected to rise, have been snapped up. House 
rices seem to be rising about twice as fast as prices 
enerally (see page 62). Worst of all, wage inflation has 
opped slowing down. The underlying growth in aver- 
e earnings is put at Te, a fraction higher than last 
er, and this spring’s settlements are edging up. 
though the Tories are proud of bringing inflation 
from 22% to 4% in their first term, the Labour 
nment. (and. the IMF) managed a steeper fall 
ween 1975 and.1978. But it never persuaded people 
fall was permanent. The Tories’ bigger success 
o break Britain’s inflationary psychology, so that 


TS; unions and the City stopped building the. 


o o 
he full sonly of diplomatic 


























































cannot even agree on a definition of straight murder. 
But the extent of immunity can be restricted, and more 
easily monitored. Mrs Margaret Thatcher has written 
this week to a number of allies making such suggestions. 
Britain should make a start itself. 


Britain's gdp 


% change an previous: 
halt-yearat annual ra 
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assumption of double-digit inflation into everything 
they did. That was how economic recovery began in 
1981 after a budget that, by Keynesian standards, 
deflated demand. All those benefits-to the real econo- 
my would be reversed if inflationary fever returned. 

The government needs to stop that happening, a 
sooner rather than later. Mr Nigel Lawson has Sow 
that he'can act quickly; he produced-a £1 billion fiscal 
package barely a month after taking over as chancellor 
last June. But fiscal fine-tuning would not be right 
today, six weeks after he set a PSBR for 1984-85 of Soy 
23% of gdp. 


Bank credit is the culprit 
Better to go for less loose money. In March, sterling M3. 
rose by 1.3%—an uncomfortably fast start to a year 
when it is targeted to rise by 6-10%. In the latest six 
months, sterling M3 grew at an annual rate of 9.6%; 
PSL2 (the broadest measure of private sector liquidity) 
was up by 13%. Even though velocity may have 
dropped, these increases are too strong for an economy: 
that is supposed to be growing steadily at 3% while 
price inflation slows below 5%. The culprit is bank 
lending to the private sector, which rose by £8:1 billion 
in the six months to March compared with £5. 5 billion 
in the previous six months. ` ma 

This demand for credit could be moderated witho 
killing off the economic recovery. If the Bank of 
England were to engineer a rise in short-term interest 
rates, it could well calm inflationary fears by enough to 
produce a fall in long-term rates. A flatter yield curve is 
the best formula for extending Britain’s recovery into 
the phase when corporate investment takes up the 
running from consumer spending. Cheaper long-term 
finance would strengthen company balance sheets, 
while dearer short-term borrowing would encourage 
sharper day-to-day management. 

The aim should be to slow demand without slowing 
output—which can happen, by definition, only if Brit- 
ain becomes more competitive internationally. Im- 
proved competitiveness will not come until Britain’s 
labour market behaves like other countries’. Britain has 
a much higher jobless rate than America, Japan, or 
West Germany, and a manufacturing industry hit much 
harder by the last recession. Yet in the latest 12 months, 
average earnings in British manufacturing rose by 94%, 
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roughly twice the rise in the other three countries. 
Britain loses once by failing to compete internationally, 
and again by making it uneconomic for companies. to 
employ men rather than machines. When government, 


Revolutionary torpor 


Iran’s election showed a people in need of a pause 


“All parties, indeed, reduced, cold, and weary, longed 
to. rest for a time in a despotism of any kind.” So Alexis 
de Tocqueville saw the French five years after their 
bloody revolution of 1789. Five years after getting rid of 
the Shah, the Iranians seem in much the same mood. 

Revolutionary fervour is fading. The parliamentary 
election on April 15th was a sore disappointment to the 

“clerics. They had ensured that the result would not 
duce an unco-operative parliament, by allowing as 
candidates only those “whose commitment to the Imam 
[Khomeini] is profound”; but they had also made it 
clear that they wanted a big turn-out. Ayatollah Kho- 
meini himself said so publicly. It was suggested that 
those who failed to vote might find themselves having 
problems. The populace failed to comply. The turn-out 
seems to have been only around 50%. 

This is apathy, not active opposition. Although Iran’s 
clerics did not get the fulsome support they were hoping 
for, there is no sign of the collapse of the regime the 
exiled opposition has been talking about; even less of an 
imminent popular uprising. The Iranian people just 
want a pause from revolution. 

The regime can take some of the credit for the torpor 
that has settled over the country. It has crushed 
virtually all the organised opposition. The Mujaheddin, 
who were assassinating top politicians in 1981 and 1982, 
have been squashed and admit that over 8,000 of their 
members have been killed. Most of the leaders of the 
“ommunist party have been tried and sent to prison in 

€ past six months (but not executed, probably be- 

“cause the Soviet Union is next door). More than a 
million people, most of them professionals the economy 
badly needs, are reckoned to have emigrated from Iran 





Cheaper ways of getting better 


Modern medicine can provide better health for all. Modern 


politics will ensure it does not 


In many rich countries health care is becoming the 
biggest industry, and over the next decade it could be 
one of the fastest growing for all the best reasons: new 
breakthroughs in research are occurring almost weekly, 
and technology could make more effective treatment 
much easier just as an ageing population will demand 
more of it. Unfortunately, the advance may be blocked 
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‘revolution, are alarmed by the regime’s attacks 







bosses and workers do something to prevent these 
losses by letting the labour market work, a boost to 
demand will mean more jobs. Until then, tighter money _ 
is the least-bad alternative. \ 














in the past five years. f 
There is still plenty of discontent in Iran. Its middle 
classes, who had tasted prosperity and cultural liberal- 
ism under the Shah, are the most obviously unhappy. 
The conservative bazaaris, most of whom supported 
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“profiteering”. They are also suffering from the eco- 
nomic effects of the war with Iraq, which has hit private — 
manufacturing industry hard. Shortages of consumer 
goods affect even the relatively poor. Inflation is — 
officially estimated at an annual 25%, and is almost 
certainly worse. Families from all levels of society have — 
lost. children—either in the war with Iraq or to the | 
execution chambers. z 

Yet there is rarely a whisper of opposition. Last 
summer saw some rioting in Teheran; it petered out. 
There were a couple of Mujaheddin-organised protests — 
before the election; but voting went ahead quietly. The — 
efficiency of the revolutionary guards in scaring peopl e 
into passivity is only partly responsible. As important is _ 
the lassitude, born of exhaustion, which de Tocqueville 
marked in France. pa 

With Khomeini and the war against Iraq, the poo r 
Iranians have had their revolution, their Napoleon- 
figure and their outburst of gun-shouldering chauvinism 
all rolled into one. It is still possible that post-Khomeini 
Iran may resemble post-Napoleon France, when “the - 
particular spirit of the middle class became the general 
spirit of government . . . an active, industrious spirit 
but timid by temperament, moderate in all things, 
except in its love of ease and comfort, and wh 
undistinguished”. It would be a better fate. But first 
Iran has to get post-Khomeini. BES 






















for all the worst reasons. ae 

Our special survey on pages 19-35 reports that most 
rich countries have got their systems of health care into 
an unholy mess. America’s system is providing the 
United States with a life expectancy and certain other — 
health indicators lower than enjoyed by some countri se 
that spend only one eighth as much on health care per — 




























ance and West Germany operate slightly worse 
rsions of the same fee-for-service system, financed by 
rge compulsory insurance premiums laid on 
ployers, which are the most unemployment-creating 
tof tax. 
ritain spends far less taxpayers’ or insurance money 
helping its sickest and poorest. Under its National 
alth Service, the amount spent on all Britons’ health 
care does not depend on what people show they want, 
but is decided by the chancellor of the exchequer at 
uidget time when he is more worried by many things 
se. The result is a system rationed by queues, and 
nade anti-innovative by monopoly. Free but delayed 
ealth care has inured a whole British generation to 
uppose it is normal for the inarticulate poor to wait for 
imple orthopaedic surgery through six years in great 
ain. Neither a Labour nor a Conservative government 
often able to defy budget restraints by throwing a lot 
f extra taxpayers’ money into the National Health 
rvice. When they do, the extra money becomes 
ntangled in the monopoly’s restrictive practices, in- 
luding those of the powerful trade unions of hospital 
so that the benefits accruing to patients from each 
h injection are less than they would be under any 
‘operly competitive system. 
Our survey suggests how a competitive health-care 
m could best be set up, and argues that this would 
ually be easier in a country starting with Britain’s 
sort of National Health Service as a safety net. No 


More and more 
they have set 


drive private insurers bust. 


If it’s essential, mess it up 

In all the economic fields normally called essential— 
food, fuel, shelter, health—governments across the 
world now intervene in order to prevent people getting 
what free markets would show they want. Each inter- 
vention raises general costs in the most vital parts of the 
economy, and thus cuts other people’s jobs. Breton 
farmers, Yorkshire miners and Connecticut doctors are 
paid too high prices to produce more expensive fo 
coal and excessive. medical treatment than anybo 
would freely want to buy. In housing, many govern- 
ments give tax concessions to voters. who borrow to bid 
up the prices of each other’s houses, and the authorities 
then impose rent controls which cause the supply of the 
sort of housing that is most convenient for poorer 
people to dry up. In health care, some governments are 
now edging towards housing policy’s double folly: of 
making large handouts and then imposing price con- 
trols, thus first inflating costs and then abolishing part 
of supply. Some heroic changes of course will be needed 
if health-care systems are not to stay very sick. 




























posthumous vote of thanks to Ahmed Sekou Touré. 
death last month Mr Sekou Touré, the late un-great 
sident of Guinea, did more for the Organisation of 
African Unity than he had ever done for it in life, when 
imprisoned as a plotter and then starved to death a 
iow Guinean who had been the OAU’s first secre- 
y-general. Mr Sekou Touré was.to have been host to 
is year’s summit of OAU heads of state in Conakry on 
May 25th, the 21st anniversary of the signing of the 
anisation’s charter “to promote unity and solidarity 
among African states”. 
No longer. The upheaval associated with his passing, 
and with the military coup in Guinea’s capital a few 
lays later, is likely to provide a pretext for the leaders 
of Africa’s other black- and Arab-ruled nations to move 
> meeting to a new place and time. The likeliest 
ernative site is Addis Ababa, Ethiopia’s capital and 


r-to avoid conflicts with Ramadan, Ethiopia's 10- 


Dr Botha, we presume 


1e Pax Pretoriana has brought black Africa to a crossroads 


rmanent home of the OAU secretariat. The possible 
te is midsummer or late in autumn, probably Novem- 





year celebration of military rule, and the opening of th 
United Nations assembly in New York. 

The OAU can: use the extra time. A summit now 
would. almost certainly fail, given the organisation’s 
inability to resolve three problems—two old and famil- 
iar, the third old with a baffling new twist. j 

_ The first of the problems is how to bring peace t 
Chad, where French and Libyan troops prop up govern- 
ment and anti-government forces. The second is how to 
settle the quarrel over the western Sahara between 
Morocco and the Polisario guerrilla movement. Poli- 
sario wants a “Sahrawi Arab Democratic Republic” to 
become the OAU’s 51st member. Morocco, which runs 
the useful bit of the territory and has been at war with 
the guerrillas since 1975, does not. Repeated attempts 
to make Morocco hold a referendum have failed. 
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Legal & General: 
srowth and progress 


1983 was another year of substantial growth Highlights from the Accounts challenge of the loss oflife assurance premium relief, 
nd progress for the Legal & General Group, with 1983 1982 while our considerable single premium and personal 
pre-tax profits up 20% and the profit attributable to, Profit before tax and pension business remain unaffected. 
thareholders up 27%. A minorities £56.0m £46.7m On pensions ‘portability; we favour a widening 
Athome we increased our share of new Profit attributable to ofthe range of choices for pension provision but 


prdinary life business, consolidating our position as shareholdest £43.1m £34.0m strongly oppose any legislation undermining ‘final 
Britain's second largest life assurance group. Our salary’ schemes in favour of do-it-yourself” 
short-term insurance business also made a Dividends £28.1m £23.3m arrangements which could leave millions of 
| contribution to our profits. Earnings per share 28.46p 22.59p employed people and their families worse off. 
However the difficulties in certain An 3 However changes are likely to create new 
ternational markets, especially reinsurance, ppeend gener 1850p. 1550p EET which Legal &General, 
dversely affected the results. Shareholders’ funds £219.3m £178.8m asthe UK's leading pensions office, is very well placed 


a a £8.181.0m £71388m © benefit. A copy of our submission to the 


Our strengths in new product development 
Committee of Inquiry is available on request. 


and marketing equip us extremely well to meet the 





Twelve year earnings & dividends record per share 





c Earnings 
ence Dividends 
pens 


iHi 1 
| 


at of 
TE 


it i i] 
= di 
ae pi 
Ea i L 
1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 ~1983 























POPE 






Figures adjusted for capitalisation and rights issues 


Annual General Meeting 16 May 1984 


For a copy of our 1983 Report & Accounts, and further 
information on our policies, please post the coupon. 
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To: John Neill, Legal & General Group Plc, 
Temple Court, 11 Queen Victoria 
Street, London ECAN 4TP. 


| Legal & 
| 


General 


We cover the things you care for. 
l O Please send me a copy of your 1983 Report & Accounts. 
| ea Please send me a copy of your submission on pensions 


| Fe Please contact me about my insurance needs, 


Name 








| Address 
Tel No. E 
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Member of the British Insurance Association and Life Offices Association. 
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-zambique in March and its ceasefire agreement with 
Angola -bruary will not remove the issue from this 
‘ar’s summit, whenever it is eventually held. But the 
ds of state cannot ignore these successes for South 
_Africa’s prime minister, Mr Botha. The political map of 
southern Africa has changed. 


those behind cry “Forward!” 


They have three options. The first, to go on as if 
nothing had happened, is the least sensible. A contin- 
ued barrage of rhetoric against South Africa, by states 
geographically far removed from it, will embarrass not 
nly Mozambique’s President Machel and Angola’s 
President dos Santos, but also Messrs Nyerere of 
‘Tanzania, Kaunda of Zambia and Mugabe of Zimba- 
bwe, who backed the decisions to deal. 

_ The second possibility is to attempt to hoist South 
Africa with its own petard. The OAU could try to 
anoeuvre South Africa into a corner where, to keep 













apan’s dear-food policies are holding 

ack its growth 

pan’s businessmen and economic planners are wor- 
ed that Japanese economic growth, averaging 34% a 
ear these past three years, is too slow. They are scared 
of exporting their way to faster growth, because west- 
governments are quick to raise trade barriers 
nst them. They could find a tonic at home, if only 
would look in the right place. 

Toshio Komoto, the minister in charge of eco- 

nomic planning, wants to boost domestic demand by a 
bigger budget deficit. He is right. The present deficit is 
5% of Japan’s gross domestic product, about the same 
in the United States; but Japanese gross savings 
ceed 30% of gdp, twice the American ratio, so more 
vernment_ borrowing could easily be financed. But 
ir Komoto’s view is opposed by most of the cabinet, 
and by businessmen as well. 
Industrialists would prefer to see demand boosted by 
ut in interest rates. But the Bank of Japan is a 
reluctant cutter, because it does not want westerners to 
accuse it of deliberately weakening the yen, and be- 
cause interest rates are its chief weapon for controlling 
the money supply. Although Japan’s inflation is the 
st of the big capitalist economies, it is creeping up 
n, from 0.5% in the year to September, 1983, to 
in the year to February. 










t food prices to increase real demand 

é is another way for Japan to boost domestic 
nand, which should appeal to Keynesians and busi- 
ssmen alike: cheaper food. If Japanese households 
not ‘devote 32% of their spending to buying 
me-grown food (compared with 19% of 





its pro Init | : 
“move forward on Namibian independence. One way of 


ch unity has been real, not 
rchestrated. South Africa’s friendship pact with Mo- 


epeal the rice laws O ar 


Angola and the United States, it must 





doing that would be to offer an OAU force to replace 
the 25,000 Cuban troops: who now protect Angola’s 
government, thereby meeting South Africa’s main 
condition for a Namibia agreement. It is true that OAU 
peacekeeping forces are expensive, and usually unsuc- 
cessful; and South Africa might find another way of 
wriggling out of a deal. But the Cubans are now the 
main obstacle to the peace the OAU’s front-line states 
are yearning for. 

The third choice is to keep quiet and wait to see 
whether this year’s agreements keep black Africans 
from dying before South Africa’s guns. The OAU’s 
council of ministers last month ‘took this course, ex- 
pressing “sympathy and deep understanding” to Mo- 
zambique and Angola, but refraining from total en- 
dorsement. If the agreements break down, a return to 
the old script will be in order. But so long as they hold, 
the OAU’s rear echelon may have to accept that it can 
for the moment do nothing about southern Africa. 
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household budgets spent on food in western Europe 
and 20% in the United States), they would have more 
money for buying other goods and services, including 
imports. TA 

Japanese politicians will reply that it is impossible to 
reduce prices and protection for domestic food, because 
farmers’ votes are so important to the Liberal Demo- 
cratic party that has ruled Japan for three decades. Yet 
there are far more industrial workers and townies, and 
the government is anyway 
of. the electoral boundaries | 
farmers for so long. The Liberal 
majority in- parliament is s 
needs to attract new vot 
among the ageing far: ° 
lifeblood. The LDP is already being courted by centrist, | 
urban parties like thë Democratic Socialist party, which | 
is keen on a coalition and hardly socialist at ail. 
parties have grown at the LDP’s expense partly bec 
of its neglect of urban in ye 

Thanks to tariffs, quotas 
to farmers by the governme ie Japar 
much for their food. The worst case 
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Health care international 


The editor asked Norman Macrae to spend four weeks studying 
international health-care statistics, so as to report on whether 
what is becoming the largest industry in many rich countries is 
being organised in the most economically efficient way. Here are 


Macrae’s conclusions 


Better care at one eighth the cost? 


All the western democracies are seesaw- 
ing between different sorts of health-care 
crises, which they are trying to meet by 
slightly modified versions of policies that 
have caused more expensive difficulties 
somewhere else. Great unpopularity falls 
on anybody who points this out. Almost 
every advanced country’s system of medi- 
cal finance is bringing results that are the 
posite of those predicted by its politi- 
ans, professed by its doctors, believed 
by its voters and hoped for by its saints. 

In consequence, most governments are 
facing the problems and securing the 
achievements that they and their detrac- 
tors both expected least. After the stan- 
dard-bearing advocates of socialist versus 
free-market medical systems have 
charged each other with levelled lances 
through the political fog, the British so- 
cialist finds he is pig-sticking the poor 
with a cheap National Health Service that 
has embarrassingly seen mortality ratios 
move further in favour of the upper- 
middle classes, while the American tax- 
payer finds he is paying between four and 
six times as much for the health care of his 
poorest and sickest old fellow-citizen as 
the British taxpayer does. 

Each country now seems likely to 
spend the 1980s charging back deter- 





minedly into adopting some of the other’s 
present worst mistakes. 

America’s problem is that more than 
90% of the $1m that will be spent in 
American hospitals during the next three 
minutes will be paid by third parties— 
mainly private insurance (with three 
quarters of the premiums borne by your 
breadwinners’ employers), Medicare or 
Medicaid. American hospital patients 
thus have every incentive to demand the 
most lavish treatment which those third 
parties do not yet know they have paid 
for, and American doctors like this fine. 

An American doctor will generally 
make about 10 times as much if he 
undertakes $500-worth of tests which will 
give 98% certainty of diagnosing your 
condition, rather than $50-worth of tests 
which will give 97% certainty. American 
doctors who charge only for the $50 tests 
may be bankrupted by a malpractice suit 
in the one out of a hundred cases where 
opting for the $500 tests would accidental- 
ly have proven right. 


The waste or the agony 

The supposedly free-market Reagan ad- 
ministration intends to meet this problem 
with 467 varieties of price controls, which 
will soon have all of any price controls’ 


... than America 





ludicrous results, These diagnostic-relat- 
ed groupings (DRGs) will be seeking to 
move Medicare patients into a cheaper 
and more controlled system, which will 
then ration its consequent undersupply of 
medical care by queueing—and by under- 
treatment of the inarticulate—instead of 
by price. 

It is by such rationing against the inar- 
ticulate that Britain’s National Health 
Service now unfortunately works, and 
almost every saintly Briton assumes that 
his NHS is thereby the envy of the world. 
That assumption turns intelligent inquir- 
ing foreigners berserk. One party of visit- 


ing American congressmen found a 


young Englishwoman who had waited 


eight years after an accident for plastic — 


surgery to remove facial scars that had by 
then blighted most of her youth. They 
asked sympathetically for her comments 
on the NHS. “Oh, it’s a wonderful system 
we have in Britain”, she replied, “you 
know our medical care is all free”. 

Those congressmen then went home, 
and some presumably voted for Mr Rea- 
gan’s DRG price controls which will do 
the same thing. 


Consider Japan 


As the Reagan administration and the - 


congress move towards embracing Brit- 
ain’s mistakes, Mrs Thatcher is riding the 
other way through the fog to embrace 
America’s. During the 1980s Britons will 
be encouraged to take out more private 
health insurance, without learning from 
America’s experience that third-party in- 
surance plus fee-for-service sends private 
health-care costs soaring out of control. 
There will be a large accession of loss- 
making business to British provident as- 
sociations like Bupa which will thus prob- 
ably start going bust. 

The British Labour party is choosing its 
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HEALTH SURVEY 


Table 1. Lowest input brings best output 


Est 1984 health Number of 


expenditure doctors 
$perhead per 100,000* 
USA 1,500 192 
W. Germany 900 222 
France 800 172 
Japan 500 1280 
Britain 40008 154 


Life Infant mortality Deaths from 

expectancy per 1,000 heart disease 
at birth* live births* per 100,000* 

75 12 435 

73 13 584 

76 10 380 

770 70 2660 

74 12 579 





@ Blob shows most economical or most effective performance in that column. 


usual weapons against any mistaken Con- 
servative policy, namely boomerangs. La- 
bour says that if people are allowed to 
jump from NHS queues to get quicker 
relief from great pain, tax unconcessions 
must ensure this is available only to the 
rich, mainly to fit under-65s on cost- 
unconscious business expenses. 

On the continent of Europe, France 
and West Germany have turned their 
originally social-democratic health insur- 
ance systems into methods of over-en- 
riching doctors through over-large em- 
ployers’ national insurance contributions 
(ie, through the most unemployment- 
creating sort of tax). Table 1 above shows 
that both now spend twice as much per 
head on health as Britain does, but over- 
doctored West Germany has slightly the 
worst record in every measure of health 
delivery among the big five. 

Japan’s unplanned medical system is 
proving the most economic, with the best 
health delivery per few dollars spent. In 
table 1 Japan emerges as the second 
lowest spender (above only Britain) but it 
successfully has the fewest doctors, the 
highest life expectancy, the lowest re- 
corded infant mortality and fewest deaths 
from heart disease; it also has the fewest 
workdays lost through workers saying 
they are sick. 

Supporters of other countries’ medical 
systems always wax cross with output 
figures like table 1 (saying, eg, that Japan 
has a different method of counting live 
babies), but in every industry the reaction 
to output figures from Japan has been “at 
first deny, then copy”. Other rich coun- 
tries will some day suddenly imitate some 
features of Japan’s medical system, in- 
cluding its emphasis on preventive medi- 
_ cine and extensive use of unqualified 
medical staff. There will be huge political 
and professional ructions as they do. 


Let’s be vulgar, and count 
In the land of the determinedly blind, the 
one-eyed man is called figure-crazy and 
politically unrealistic. This survey will 
assume it is time to risk that charge, and 
to discuss how a modern country could 
get the best health care for all its people 
per dollar spent. 

Consider three countries. The United 
States will this year spend about $1,500 
per head on health care. Britain will 
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“Latest available years. 


spend about $400 per head. Singapore 
will probably spend under $200 a head. 
All three peoples now have almost 
exactly the same expectation of life, but 
Singapore’s is increasing faster. Despite 
its crowded housing, Singapore’s infant 


mortality is now slightly the lowest of the 
three. Britain records the most sick peo- 
ple of the three and takes the longest time 
to cure them. Britain has 600,000 people 
in queues for the oldest and least sanitary 
hospitals. Its socialist medical system is 
now arguably the least egalitarian of the 
three. 

America’s commercial medical system 
is more wasteful than the other two by a 
factor of between three and eight. 

Britons and Americans have a lot to 
learn from each other about how their 
health systems have gone wrong. We will 
spend the next few pages moving back 
and forth across the Atlantic, starting in 
Britain. 


NHS, born 1948, died 1949 


Britons’ supply of health care is now decided once a year by a single politician 


who is temporarily obsessed with something else, and its distribution 
depends partly on senior doctors’ views about what might be interesting 


In 1948, Britain established the first com- 
prehensive National Health Service in 
any western country, promising unlimited 
free medical care of the best possible 
standard to the entire population. In 
1949, it replaced this with something 
completely different. 

As costs soared out of control in Nye 
Bevan’s first year, Stafford Cripps an- 
nounced in his 1949 budget that hence- 
forth the treasury would set an annual 
ceiling for NHS spending, and Britons 
would be allowed as much free health 
care as could be afforded within that. 

This was a straight proclamation that 
Britain would ration an undersupply of 
medical care by queueing instead of by 
price. In each of the following 35 years 
the rate at which Britons’ sicknesses can 
be cured has depended not on what 
customers show they want in a market 
with a quickly changing technological 
capacity to supply, but on how hard- 


Blissful dawn—Bevan in the NHS’s first week 


pressed about other matters a chancellor 
of the exchequer has felt at budget time. 

Since a Conservative chancellor is ‘al- 
ways hard-pressed in his annual budget, 
while a Labour chancellor is usually hard- 
er-pressed in half-a-dozen crisis minibud- 
gets during each year as well, Conserva- 
tive governments have regularly 
increased NHS spending by more than 
Labour ones, though not by much. 

This weird system has had three great 
advantages, each with a snag. 


Saints, but not equalisers 

First, the illusion of a comprehensive 
NHS has brought to its service a genuine- 
ly devoted army of some saints. A good 
example is a doctor who was arrested for 
attempted child-murder. He prescribed 
“nursing care only” for a rejected dying 
baby whom an American hospital woule 
keep profitably alive by stuffing witk 
more care for much longer; he was rightly ~ 
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The Classic First Class. 


The Airbus A300 and A310 have a natural affinity 
for First Class. 

Their extra-wide cabins offer more freedom 
of movement. 

Aisles are wider. Seats are larger. And luggage 


space more generous. ü 
Airbus: the definitive N i 
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US$87 billion is quite noticeable. 


In London, the biggest international banking centre, 

ational Westminster's tower fairly reflects the bank’s 

vosition as one of the biggest and most profitable banks 
the world. 

Its assets top eighty seven billion US dollars, its money 
ent currently tops sixty five billion® and the annual turn- 
wer of its international money centre in London alone 

over 1.6 thousand billion US dollars. 

The only way a bank can develop an operation on 
his ag is by providing its customers with an unparalleled 

= wealth of know-how and initiative. 
On demand. 
We believe that there is no bank in 
a better position to take wise and decisive 
action on your behalf. 


« National Westminster 
The Action Bank 


*As at 31st December 1983 








Spanning the spectrum of health care opportunities. 
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Consumer health products 
Animal health products 
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Diagnostic instruments and reagents 
Biomedical instruments and chemistries 
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acquitted of any crime, but died soon 
: The defeated Labour MP for whom 
he campaigned in last June’s election 
wrote movingly:in his obituary that this 
Dr Leonard Arthur was: 
‘one of the finest men I ever met... the 
“very model ‘of what the National Health 
» Service should be, humane, tenacious, prin- 
--¢ipled. . . . You came upon him late at night 
-launching some new group based on felt 
need—readers and teachers for dyslexic chil- 
-c dreñ, riding lessons for the handicapped, 
social clubs for parents under extreme 
stress... . . He took no private patients, gave 
“ono thought to the “market value” of: his 
exceptional gifts... There are still thou- 
sands Hke him, happy to ignore the new 
: world of market values. . . . 
If any alternative health system doés not 
enlist the:support of the thousands of Dr 
‘Arthurs:and their nursing kin, it will not 
be worth the cost-benefit analysis -it is 
based on. I hope the competitive system 
vocated at the end of this survey should 
ract them, but cannot know since so 
‘many saints slave today because they 
think the NHS is the best way of bringing 
care to'the poor. Yet it manifestly isn’t. 















The rich die later 

Look at table 2, drawn from the muddled 
Merrison royal commission—the Labour- 
appointed body which recommended that 
Britain should again abolish prescription 
charges in 1979. Merrison commented on 
table 2, with an embarrassed cough and 
streaming non-sequiturs, that “since the 
establishment of the NHS” 

the position of those in social classes IV and 

V appears to have worsened relative to those 

in social classes I and H, though it should be 

remembered that all social classes are 
healthier than they were 30 years ago and 
the proportion of the population in social 
classes IV and V has fallen. There is also 
“evidence that the higher socio-economic 
“groups receive relatively more of the expen- 
liture on the NHS. 

srrison’s footnote to this last sentence 
referred to a 1978 statistical article in 
Economica by Mr Julian Le Grand, who 
estimated broadly that a British managing 
director can expect to have about 40% 
more of the taxpayers’ NHS money spent 
on him than a hod-carrier who gets the 
same illness. 

Almost certainly, Mr Le Grand under- 
estimated. Richard Titmuss, one of so- 
cialist medicine’s godfathers, was rightly 
complaining as early as 1968 that: 


the higher income groups know how to make 
“better use of the NHS. They tend to receive 
more specialist attention; occupy more of 
“the beds in better-equipped and staffed 
hospitals; receive more elective surgery; 
„have better maternity care, and are more 
dikely to get psychiatric help than low in- 
_ come groups—particularly the unskilled. 


“Add to this the 1981 Acheson report’s 
calculation that in one inner London 





Table 2: Male standardised 


mortality ratios 
Vegana m Walea) 1930-32 1949-53 1970-72 
Social Glass (age 20-64) (age 20-64) (age 15-64) 
T Professionat 90 86 77 

il Managerial, etc 94 92 81 

IH Skilled workers 97 104 104 

IV Partly skilled 102 104 113 

V Unskilled workers 111 118 137 


borough over a quarter of the population, 
maybe including one child in seven, are 
not registered with a doctor at all; and 
that in-some other-inner areas 30% of 
those for whom doctors are drawing capi- 
tation fees. have really died or moved 
away. The NHS is breaking down in 
precisely the areas to which it was intend- 
ed to bring most help. 


Who’s for the knife? 
Since British surgeons are not paid more 
if they perform the surgery that market 
demand would show is most urgently 
wanted, many of the surgical operations 
with Britain’s longest waiting lists are 
things like varicose veins and hernias 
(operated on five times more frequently 
per person in the United States) which 
are curable with surgical operations that 
would be cheap, unprestigious and for the 
surgeon frightfully boring. Patients on the 
most painful part of the orthopaedic wait- 
ing-list in some poor areas have been 
untreated for six years. Doctors retort 
that waiting lists have long varied enor- 
mously from area to area, and that Ar- 
thritic Annie could get even a hip replace- 
ment if she moved from Sheffield to 
somewhere else; they don’t grasp that a 
proper system would move medical re- 
sources eagerly to the longest queues. 
Merrison rightly said that “waiting lists 
are one mechanism for controlling access 
to services free at time of use”, and 
queried whether any caring person would 


America throws money 


And generates some improvements, with much waste, plus a crisis for 20 


and after. 


Even in 1965 the United States spent far 
more per head on health care than any 
other nation, but its men then died earlier 
than Bulgaria’s, and all its health indica- 
tors showed dreadful discrimination 
against its poor and its black. In those 
days the children of the poorest one 
quarter of Americans saw a doctor only 
half as often as did the children of the 
richest one third. 

Then, during 1965-84, while two Dem- 
ocrats and three Republicans were presi- 
dents, American doubled its government 
expenditure on health every 43 years, in a 
more egalitarian health revolution than 
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Beloved, but why? “gs 
Despite this, the second great a 
of the NHS (and embarrassment to crit 
like me) is that over 80% of the B 
people tell opinion pollsters they love 
The good reason is that all Britons fi 
secure they will get emergency treatm 
if they are hit by a bus or a heart attack 
the next minute. If the competitive sys- 
tem, which I eventually suggest, does not 
also satisfy that, don’t support it. 

The bad reason is that a NHS gives” 
politicians 53% of gnp to buy votes with. 
They can buy them better by a “carin: 
rather than curing” approach—by free 
medicines spread over 56m people today 
not by the expenditure needed for tomor 
row (new hospitals, equipment, preve 
tive medicine) or by relieving the pain o 
a few thousands who have been six years 
on the waiting list. If any American 
West German learned his insurance poli- 
cy left people six years in pain, he would. 
change insurances—although in a way. 
that put national health costs up. 

The third advantage of the NHS is tha’ 
it keeps national health costs down. W 
will examine later whether it keeps the 
down: productively, but turn now’ t 
America which raises them exorbitantly. 


Britains 1945-51 Attlee governmen 
achieved. Today poor Americans’ se 
doctor more frequently than rich on 
and rates of surgery are equal betwee! 
social classes. Even in Mr Reagan's 1984 
America’s Medicare outlays are rising 
more than its defence programme. 
Total American expenditure on healt 
care has inflated from $129 per head in’ 
1960 to a likely $1,500 per head in 198: 


ya 
$450 per head will be paid directly 
patients, about $400 will. be p: 
private insurance (with three quarters of 
the premiums paid by employers) and 
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In America the taxpayer gives you what Bevan wanted, but sends you bust 





over $600 by federal and local govern- 
ment. 

That $600 per head of American gov- 
ernment money alone is 1} times the $400 
per head which the NHS will spend on 
Britons this year. Since American taxpay- 
ers’ money is meant to be centred on 
America’s oldest and poorest one quar- 
ter, the average qualifying member of 
that oldest and poorest one quarter of 
Americans will get something like six 
times as much taxpayers’ money spent on 
his or her health this year as the average 
Briton will get. 

In consequence, some 90% of Presi- 
dent Reagan’s Americans have now got 
what Nye Bevan wanted for Britons in 
1948:a system where medical care is close 
to what would be provided if cost were no 
object and if benefit to patients were the 
sole concern. The result, as under Bevan, 
is that costs have soared embarrassingly 
out of control. 


Once through this safety net, bump 

The average cost of an in-patient day in 
an American hospital has risen to $300. 
So (a) America’s health expenditure is 
buying something which in other coun- 
tries would cost only a fraction as much; 
and (b) many Americans fear that they 
could be bankrupted if they stay in hospi- 
tal long enough to exhaust their insur- 
ances. The Americans, having erected 
the world’s most expensive medical safety 
net, have also arranged that anybody who 
falls hard upon it will pass through with a 
bump. 

A hospital in Florida reports that its 
revenues last year were 47% from Medi- 
care (state payments for the old), 5% 
from Medicaid (state aid for the poor), 
27% from insurance, only 8% from pa- 
tients’ payments and 13% bad debts. In 
poor areas the proportion of bad debts is 
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larger, so hospitals which serve poor 
people are closing down. Older and mid- 
dle-class people are more fearful of going 
through normal insurance limits, so they 
buy extra catastrophe insurance against 
this. Two thirds of elderly Americans 
have topped up their state Medicare with 
“Medigap” insurance, costing them 
about $400 a year, to give such cover. 
This has most especially inflated the 
American cost of dying. 

Last year Medicare alone paid out 
around $15 billion—more than the whole 
national income of Bangladesh—on care 
of terminally ill Americans in their last six 
months of life. Although third-party in- 
surance makes it profitable for a doctor to 
pump the finest medicaments into an 
unprotesting near-corpse, there is no evi- 
dence that this extended the average such 
patient’s life by more than a few harrow- 
ing days. For each day that it did, it will 
have raised the national health bill by 
nearly another $100m. 


In black and white 

Have the poor gained from America’s 
post-1965 medical flood, and are the old 
going to? Conservative Americans said in 
1965 that the throwing of money at the 
health of the poor would have nil effects. 

Instead, it has had erratically good 
ones. In America, this can best be mea- 
sured in terms of black and white. In 
1960-82 black women’s life expectancy 
has soared from 65.9 years to 72.8, while 
white women’s rose from 74.1 to 78.7. A 
black lady reaching 65 today can expect to 
reach 82.4, by now closer to her white 
contemporary’s 83.8 than a Glaswegian is 
to a Londoner. 

By contrast, black males’ life expectan- 
cy (still a low 64.8) rose in 1960-82 by only 
approximately the same three years as 
white men’s (now 71.4) did. A main 


reason is that fat men’s heart disease, still 
the biggest killer of American males, has 
switched from being a predominantly 
white illness to being a bigger black one— 
aided by the 45% of black men who still 
smoke cigarettes, while only 37% of 
white men do. Black men are also six 
times more likely to be murdered than 
white men, but less than half as likely to 
commit suicide (white wives go most 
frequently to the psychiatrist). 

In the 15 years after 1965, America’s 
disgraceful 42 per thousand rate of black 
infant mortality astonishingly halved, but 
the remaining gap between America’s 21 
per thousand black infant mortality and 
its 11 per thousand white rate is one of the 
health indicators where America’s social 
gap still is worse than Britain’s (with 16 
per thousand infant mortality for British 
unskilled workers’ babies and 9 per thou- 
sand for British professionals’ babies). 
However, the American gap is what 
would sadly expect from young bl 
American mothers’ existing environmen- 
tal and pre-1965 health disadvantages, 
without any present underdoctoring of 
the poor. America’s medical problem 
really is no longer one of health-care 
inegalitarianism. Instead, it faces a crisis 
of health-care inflation. All of the 77m 
Americans born in 1946-66 should feel 
especially worried about that. 


You are the grandpa bulge 

The number of Americans aged over 65 
has grown from 4m in 1900 to 25m today. 
It will reach at least 55m in 2031, proba- 
bly much more. The Americans who will 
be over 65 in 2031 will be the survivors 
from the 77m Americans born in 1946-66, 
plus over 85-year-olds born before that. 

An over-65 American today absorbs 
about three times as much in health care 
as any other citizen except a newborn 
baby. This ratio will rise ifexpensive w ~ 
are found of countering degenerative < 
eases. Any such breakthroughs will keep 
more ill old people alive longer. Congress 
has been told the Medicare hospital bud- 
get for the old looks like reaching a $250 
billion deficit by 1995, but that is not the 
date of the real problem. There will be a 
pause in the mass creation of new 65- 
year-olds in 1997-2010 in countries which 
in 1932-45 were making slump and war 
instead of babies. Then there will be at 
least 20 years of new grandpa bulge after 
2011, as the babies born with much lower 
infant mortality in and after 1946 arrive 
with a rush on the pension rolls. 

Since America is spending more than a 
tenth of its income on health care even 
while the babies of 1946-65 are at peak 
earning power, one of two things may 
happen if it and other rich countries do 
not reach more cost-effective health-care 
systems before 2011. The main danger is 
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One of Finland’s most 
successful profit makers 
is coming to London 


o profits PUBLIC RELATIONS DEPARTMENT, AMER GROUP LIMITED 


thos achi eved this by applying its skills and special PO BOA 12: SF CASO) VATU FINLAND 
expertise in creating and marketing consumer brands that l Please send me a copy of your 1983 Annual Report 
_. have become market leaders. 
Having now become dominant in the domestic market Name. 
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-Exchange in London. 
For a company whose turnover. has more than doubled 


jn the last 5 years, and whose profits have risen almost 40% in l l 
-he samme period thisisa logical step: : AMER GROUP LTD 
: Ifyou would like to know more about the specia! suc ess ; 
i AMET the 1983 Report will make essential reading — d I 
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-Cash Flow from Operations $21,468 + 27% oo 

-Cash Flow per Common Share $ 59 + 27% 
` Net Income $ 1,062 +235% 
:: Netincome per Common Share $ .03 +233% 
- Capitalization: o iaa 
< - Working Capital $ 7,161 -35% 
< Long-Term Debt $79,000 = 24% 
` = Stockholders’ Equity $80,655 + 5%. 

‘Total Proved Reserves: 

Oil (thousands of barrels) 4,670 + ° 3% 
: =: Gas (million cubic feet) 115,937 ~ 3% 













ENSOURCE ANNOUNCE 


On March 21, 1984, Ensource Inc. announced that it agr 
and certain tangible assets of Visa Energy Corporati 
transaction is subject to approval of the bankruptcy co 
and 16.7 billion cubic feet of natural gas or 4.4 million e 
cubic feet of gas to one barrel of oil. Proved developed 
and 80% of the total gas reserves. Daily production fr J 
cubic feet of natural gas. 
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+ Oil and gas properties, partnership interests 


lapter 11 bankruptcy petition in 1983. The 
Pay $22.25 million for 1.6 million barrels of oil 

jil based on BTU equivalency of six thousand 
approximately 52% of the total oil reserves 
timated at 290 barrels of oil and 5.8 million 











Vice President—Finance 

Ensource inc. 

5575 DTC Parkway 

Englewood, Colorado 80111 
303-740-7038 
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hat those of us born before 1965 coul 
ecome the unwanted and expensive ge 
ration in our old age. The smaller danger 
5: that there could be a change in oe 
walues about death control with the arriv- 
of 2011’s senior-citizen bulge, rather 
ike the change this generation itself cre- 
ated about birth control after 1965. 

Until about 1965, no respectable west- 
fern woman admitted to having an abor- 
tion; and the two most intellectual reli- 
po (Catholicism and Communism) 

isapproved even of contraception. 
"When the- babies of 1946 became teen- 
agers and then potential parents in the 
1960s, just as overpopulation was threat- 
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ened by the world drop in infant mortal- 
ity, liberal values changed overnight so as 
to approve of these two methods of 
culling babies. When the baby bulge of 
1946 becomes the 65-year-old bulge of 
2011, absorbing excessive medical re- 
sources just as breakthroughs against can- 
cer or something may make geriatric 
wards fuller still, it is plausible that youn- 
ger people may overnight turn liberal 
values in favour of culling grandpas— 
through “caring” euthanasia. 

The rest of this survey is therefore 
going to be a pre-bulge grandpa’s search 
for ways to keep the cost of health care 
competitively down. z 


Needs a price mechanism, and must not encourage overhospitalisation 


Merrison royal commission, which 
anted Britain’s prescription charges to 
be abolished in 1979, said it could see no 
evidence that charges would “discourage 
frivolous use of the health service”, and 
feared they “could well discourage pa- 
tients from seeking help when they really 
needed it”. This was an amazing denial of 
established statistical facts, equivalent to 
a Royal Commission on Geography say- 
ing it could see no evidence that the earth 
was not made of green cheese. 

The Rand Corporation has made a 
large and totally scientific sample study of 
Americans with 14 different grades of co- 
insurance. It found that families which 
received free care spent 50% more of 
other people’s money than people who 
faced deterrent initial charges, and it then 
checked whether the people thus de- 
terred had poorer health over an extend- 
ed period. In general, they didn’t. In all 

‘egories except two there was no corre- 

ion. The exceptions were that free 
medical care leads to a small improve- 
ment in the vision of near-sighted people, 
and to slightly lower blood pressure in 
poor people who are hypertensive. In- 
stead of free care, said Rand, ‘‘more 
targeted programmes, such as screening 
and testing for people with high blood 
pressure, might save as many lives at far 
less cost” 

One way forward for primary care will 
be via many more such targeted pro- 
grammes and screenings. Targeted pro- 
grammes would be helped if nearly every- 
body in future carried computerised 
medical cards, so that anybody examining 
him could contact a database for his last 
case notes, which admittedly might read: 
“This mildly alcoholic old man generally 
invents some physical illness when he is 
depressed by his nagging wife in his 
gesly dirty house”. I would be will- 
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ing for a medical database to have such 
information about me if it brought me 
better health care cheaper. Other people 
would not. That is one reason we must 
have individual choices between competi- 
tive health schemes, not a single NHS. 
Because screenings are going to be 
important, a good test of a country with 
an effective health programme today is 
whether it has lots of the new computed 
tomographic (CT) scanners. Until recent- 
ly, Japan had proportionately twice as 
many as America, while America does 10 
times as many CT body scans (and 33 
times as many head scans) per 1,000 
people as the British, who invented the 
scanner. Defenders of the NHS say that 
distances are shorter in Britain, so that 
patients needing to be scanned can usual- 
ly reach a scanner-possessing hospital; 
and that it is unethical as well as uneco- 
nomic to scan fit and uncomplaining peo- 
ple for maladies like brain tumours that 
cannot be cured even if discovered in the 


Japan and America scan 


pre-symptomatic phase (see chart in final. 
article). But general health indicators are 
now clearly better in countries which scan 
often to find early who is ill with what, 
even though they are not better in rich 
countries with free medicine. 


Japan, which provides the world’s best 


health delivery per fewest dollars spent, 
has a system based on well-documented 
competition between hospitals. The pace- 
setters are hospitals run by the big compa- 


nies for their workers, families and neigh- — 


bours. Each of these proudly boasts of 
having better statistics than some rival 
hospital in “keeping our 
healthy”, which is exactly the right out- 
put-aim to have. They have lots of scan- 
ners manned by cheap paramedics. Ja- 


workers — 
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pan’s big companies’ hospitals have some 
of the objectives originally sought in 


California by Health Maintenance Or- — 
ganisations (HMOs), to which we will — 
return. 


In praise of drugs 
Outside the hospitals Japanese doctors 
are competitive small businessmen, 
sometimes with tiny in-patient clinics at- 
tached to their houses, and are allowed to 
sell medicines at a profit. This last shocks 
westerners, who say “the sale of drugs is 
everywhere too commercial’, and it is 
clear some Japanese doctors do pollute 
their patients’ bloodstream with too many 
medicines (they gave lots of people in 
Japan a horrid disease called smon 
through too much enterovioform, and the 
Japanese have the worst stomach cancer 
in the world). But, once again, look at the 
rise in their expectation of life. 

It is new drugs and vaccines that have 
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brought the greatest and cheapest medi- 


cal advances in the past 40 years: elimi- 
nating most forms of polio, smallpox and 
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soon to abolish children’s diseases like 


measles. The reaction in the west has 
been to put bureaucratic barriers in the 













f it harm a minority. Says 
aizey in his new book on National 
alth (see acknowledgments on later 
age, and for why we make all such initial 
erences to sources 4 tout court): “A 
eath rate of one in 1m for a drug would 
ause it to be withdrawn from use. There 
re surgical procedures in which a death 
eof 1 in 100 is common and accept- 
ble. But cigarette smoking is much more 
sky than our hypothetical drug. So, if it 
ere a pharmaceutical, tobacco would 
indoubtedly be banned, as (probably) 
‘ould alcohol”. 

A 1983 report by Britain’s family doc- 
‘tors or general practitioners (GPs) said 
that 90% of perceived episodes of ill- 
health in Britain are sensibly dealt with by 
the slightly sick people themselves. Of the 
emaining one tenth, over 90% came to 
family doctors. These then remitted 
ther over one in 10 of their cases (ie, 
t over 1% of all cases of illness) to a 
ospital. Together with the 4% or so of all 
ritish people who went to hospital di- 
ctly, this meant that under 2% of ill 
_ Britons ended up in a hospital bed. These 

‘w hospitalised Britons absorb around 
wo: thirds of the costs of the NHS. 
Jospitals also absorb two thirds of 
ealth-care in America. 

Most people do not go into hospital for 
exhilarating fun of being cut up even 
yers’ money pays for this. “If 
ncentives and disincentives are to have a 
najor effect on the use of hospital. re- 
ources”, said the Merrison royal com- 
ssion on.one of its 491 pages which did 
eem logical, “then they must be offered 
o doctors and not to patients”. 
_ This is even truer in the United States 
where rates of surgery are over twice as 
high per head as in Britain, for some 
esses 20 times as high. This is some- 
imes because Americans are given: sur- 
ery they do not need, and sometimes 
ecause Britons are not given surgery 
y should get. 






















































Suppose you have angina 

An American with angina pectoris is 10 to 
20 times more likely to have a coronary 
artery by-pass operation than a Briton, at 
10 times the cost. While the cost of a 
andful of these operations in Britain is 
about $20m-30m a year, the. cost for 
60,000. patients in America in 1982 was 
to $3. billion, “Ho, ho”, says the 


hbours’ A I because 
charging $20,000 a time to 
hearts instead of just giving 
nifedipine and- verapamil which 
rica’s. Food: and Drug: Administra- 
ion delayed for far too long: This canard. 
o longer works. America’s deaths from 















increase life expectancy while most of the 
other two thirds reduce cardiac pain. 
Follow, to their doctors, American and 
British patients called Joe Soap. 

America’s Joe Soap, under a normal 
third-party insurance, can go to any doc- 
tor he wants, and sees different doctors 
for different problems. For a worrying 
possibility like angina, this Joe goes 
straight to a specialist, which means to a 
profit-making businessman who uses the 
cardiac surgical unit in a nearby hospital 
as his place for doing business. 

If the specialist tells him (possibly right- 
ly) just to lose weight and stop smoking, 
Joe goes to another doctor. Aaron and 
Schwartz’s brilliant new book (see ac- 
knowledgments) notes that in several 
American states cardiac surgical units 
must be closed if they have fewer than 250 
operations a year. If the undertaking of 
only 249 operations this year threatens 
the existence of this specialists main 
place of business, and this Medicare- 
covered Joe has come in with indigestion 
insisting it’s angina. . . . 


since these- operations really began in 
-1974. Up to a third of them clearly 


Joe Soaps wor- 
ried about angina. One is a hod carrier 
who lives in Liverpool’s piggeries, and the 
other a managing.director in Reigate... 
Liverpudlian Soap goes to the GP virtual- 
ly allotted to his slum, a Pakistani with a. 
voluble command of Welsh but unprofi- 
cient in Joe’s Scouse. Dr Mohammed tells 
Joe he will write a letter to one of the few 
consultants who might do. by-pass opera- < 
tions (which the consultant will politely 
acknowledge and file); meanwhile here is 
a prescription for verapamil. The manag- 
ing director’s doctor is George at Reigate 
golf club. He will be met by initial banter 
about stopping smoking, but, as Mr Soap 
has read some subversive statistics about 
by-pass’ operations in this week’s The 
Economist, he will get George to tele- 
phone a consultant (who responds to 
George’s phone call more readily than to 
Dr Mohammed’s letter). 

The British system leaves the poor ma 
in his piggery, while the American syst 
piles everybody with third-party insu 
ance into hospital with profit to the doc- 
tor. We had better look now at productiv- 









Yesterday's mirage 


Why Britain’s NHS needs competition 


Although Liverpudlians may not appreci- 
ate it, the last article contained some 
praise of Britain's NHS. Nearly half of 
Britain’s doctors are in the highly produc- 
tive GP sector (while fewer than a fifth of 
America’s doctors are); and British GPs 
try to restrict expensive hospital entries, 
although by a method that is socially 
unfair. A main test should be whether in 
the hospital sector the NHS (which is now 
the largest employer in Europe) has put 
productivity up. Look at the figures. 
Britain today has fewer hospital beds 


than when the NHS started in 1948, but it . 


staffs them with nearly twice as many 
workers. 

Half of British hospital beds are in 
buildings erected before the twentieth 
century. In 1970 more cases of food 
poisoning originated in British hospitals 
than in all the cafes. of the country. No 
cases of food poisoning were created in 
American hospital kitchens that year (see 
acknowledgments for Goodman in 
Seldon). 

Many British doctors come out of hos- 
pital wards without any idea of the rela- 
tive costs of the alternative treatments 
they have just prescribed—which is ad- 
mittedly better than the incentive for 
American doctors to prescribe the most 
expensive ones. British hospitals have far 
less equipment than American hospitals, 


ity in the NHS hospital, once the 
managing director gets there. 
but use it for fewer hours. A current 


scandal (probably eventually to be over- 
corrected) is that many Britons needing 
kidney dialysis are left to die, because of 
lack of machines which in America have 
been lent during the daytime to animals at 
Washington .zoo. American, patients 
needing special machines lead normal 
working lives in office hours, and come to 
use hospital machines in the evening, 
which is when trade-unionised workers, 
some (not all) British hospitals have sh 
shop and gone home. 


Ambulances or taxis? 

If you have a heart attack when reading 
this in an American suburb or city, you 
are-likely to see a doctor faster than in a 
British suburb or city—going there in an 
American ambulance which is really a 
“mobile emergency treatment centre”, 
where the paramedic keeps in radio con- 
tact with a doctor about your emergency 
case. Yet America’s ambulance costs are 
a fraction of Britain’s because more than 
90% of: British ambulance trips are really 
a free.taxi ride. If non-emergency patients 
had to pay the full.costs of an ambulance 
ride (and therefore went. by taxi), sug- 
gests America’s Professor John Goodman 
(see. acknowledgments), around 93%- of 
Britain’s ambulance. drivers. could. be 
made redundant. Their wages could. be 







= cater te 
British ambulances save you a taxi fare . . . 


diverted to give British hospitals as many 

CT scanners, kidney dialysis machines 

and some other life-saving devices as 

America’s hospitals. The disadvantage is 
at the whole NHS would then be 
pped by a strike. 

Only around £17m of the £1 billion 
spent annually on British hospitals’ laun- 
dry, catering and cleaning services is 
contracted out to competitive private 
tender. Says Vaizey in his latest book (see 
acknowledgments) “the proportion 
should be well over half’. When Mrs 
Thatcher’s budget controllers called for a 
1% increase in productivity from the 
NHS, in an industry where differences in 
productivity between units are amazing, 
and during a year when productivity in 
British manufacturing industry had risen 
by 6%, some hospitals made what they 
called this 1% “cut” by reducing hospital 
beds and increasing waiting lists, while 
keeping the same staff—ie, by putting 
productivity further down. Although 
British hospitals operate under cash lim- 
its, Vaizey is right to say they “do not 
have budgets in the commercial sense. 

esources—doctors, other staff—are al- 
ee to them. These resources are felt 
to be inadequate. The pressure therefore 
is to acquire more staff, not to fit expendi- 
ture to income”. 

The pressure on hospital workers is 
then to become militant trade unionists. 
They have no career structure outside the 
NHS; they have only this monopoly em- 
ployer, which itself thinks it should be 
allowed to spend more as a religious rite. 
This has happened in an industry where 
militant trade unionism must eventually 
lose itself votes. Many hospitals exploit 
their willing saints with high hours and 
low pay, to finance the jobs of people 
who would have been slimmed off in a 
commercial organisation two decades 
ago. Vaizey rightly says it is 

essential to challenge the idea of national 

scales of wages and salaries. If there were, 

say, some 2,000 units of health care—hospi- 
tals and health centres—negotiating accord- 


THE ECONOMIST APRIL 28, 1984 


ing to individual and local circumstances, 
some wages and salaries might rise and 
others might fall, but in every case the 
emphasis would be upon higher productivi- 
ty, better pay and fewer people in non- 
essential roles. 


This is not British political orthodoxy, but 
it is sound economics and compassion. 


Consultants’ feudal rule 

Successive British governments have 
sought radically to reform the administra- 
tive structure of the NHS. Unfortunately, 
in a service which needs more competi- 
tion from the bottom up, they keep on 
fiddling with mechanisms to pass more 
orders from the top down. When the 
government tried to tempt the excess of 
hospital administrators to retire by offer- 
ing large redundancy payments, the ad- 
ministrators gratefully accepted—and 
some moved sideways into each other’s 
jobs. This time an expert from Sains- 
bury’s has recommended a supremo for 
the NHS, and a generally non-medical— 
ie, bureaucratic—manager in each unit. 
The consultants (senior doctors) fear this 
might disrupt their power, and the junior 
doctors hope it will. 

A hospital doctor is supposed to be- 
come a consultant at the age of about 37, 
and can expect to remain one for 28 
years. Since there are about 23 times as 
many people aged 37-65 as there are 
people aged 25-37, a balanced profession 
would have 23 times as many consultants 
as junior doctors. The consultants’ inter- 
est is to try to keep proportions the other 
way round; there is then less competition 
for lucrative private consulting fees, and 
hospitals can have a large army of ill-paid 
junior doctors who can be overworked 
doing boring chores at all hours. 

It is not right to say that Britain gets 
Japan’s advantages from paramedics by 
setting this mass of ill-paid junior doctors 
(many from India and Africa) to do 
routine work. There is no machinery to 
equate supply to market demand, such as 
by letting specially trained technicians do 


. .. Cheap American ambulances save your life 


such simple surgery as varicose veins. 
Instead of recruiting the new non-medical 
managers to order resentful doctors 
about, it would be much better to set 
targets. for each hospital (“an increased 
number of hernia operations next month 
to reduce waiting time”) and allow doc- 
tors to share in the bonuses (equivalent to 
stock options) if the targets were 
achieved. But the NHS is not geared to 
such “vulgar commercialism”. 


Yes, but... 
The embarrassment of the commentator 
who retails these ruderies is that many 


NHS workers are the salt of the earth. As ` 


we leave British hospitals, let us take 
their savour with three quotes, to each of 
which one wants to add “Yes, but”. 

After the novelist Mr David Hart had 
suggested it was time to sell off the NHS, 
an indignant Mr Brian Cummins wrote to 
The Times: 


I am a consultant neurosurgeon with some 
private practice. After six years’ university, 
my postgraduate education lasted 12 years, 
when my service commitment to the NHS 
averaged 85 hours a week. My training, by 
surgeons of the highest skill, made me 
competent to perform some of the most 
complex operations in surgery. As a consul- 
tant I work at least 60 hours each week for 
the NHS, and so do my colleagues. I am paid 
for 35 hours. My salary is about £25,000 
gross, which I consider good money. In 1982 
I personally performed for the NHS over 200 
major brain and spinal operations. In private 
practice this would have earned me at least 
£100,000, cheap by international standards. 
I saw several hundred patients, and attended 
many committee meetings... God help 
the party Mr Hart advises. 


From an even greater height the presi- 
dent of the Royal College of Surgeons 
told the Daily Telegraph last November 
that the increase in Britain’s bills for high- 
technology surgery would no doubt be 
very considerable, but medicine should 
not be considered in economic terms. It 
was more akin to art or music, things 
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rn but without which no society could 
nsider itself civilised. The NHS ought 
be the envy of the world and provide 
e best treatment available in the doc- 
rs’ opinion. Clinical judgment, he in- 
sisted, should not be fettered by any 
financial restraint. 

= When a highly educated man says his 
colleagues should run a large and rising 
T proportion of gross national product as if 


it were art or music, an econ 


for cost-benefit analyses. One remembers 


Professor Dennis Lees’s angry finding: 


The British health industry exists for its own 
“sake, in the interest of the producer groups 
that make it up. The welfare of patients is a 
random by-product, depending on how con- 
flicts between the groups, and between them 
and government, happen to shake down at 
any particular time. 


Yes, but. :. 


Remedies and the reverse. 


wa he cures are now fairly clear, but most politicians and doctors hate them 


_ Enter every reformer’s great white hope. 
_ In America one answer to containment of 
hospital costs may have emerged. Ameri- 
E- can patients who enrol in Health Mainte- 
= nance Organisations (HMOs) use hospi- 
Fat 25-40% less than those with ordinary 
insurance. 
= You enrol in an HMO by pre-paying it 
to look after your health care in the 
period ahead. While a fee-for-service 
5 = doctor makes most money if he treats you 
-in the most expensive possible way after 
= you have become ill, doctors who are 
partners in HMOs will have more profits 
to share between themselves if they treat 
u in the cheapest possible way consis- 
nt with keeping you healthy enough to 
want to choose to enrol with them again 
~ next year. 
_ Economists have drooled over the suc- 
cess of some HMOs, ever since the Kaiser 
organisation in California pioneered 
em. For example, the Group Health 
ssociation of Washington, DC, was 
charging an average $282 per member per 
rear in 1976, and clearly maintained its 
members’ health better in subsequent 
ars than did those levying the average 
$465 Medicaid fee-for-service bill that 
one As American health expenditure 
s trebled since 1976, multiply each 
figure by about three now, but expect the 
Os’ patients to be healthier in eight 
ars’ time, and their care to have cost 
ss. Why then have only 4% of Ameri- 








































cans joined HMOs, despite legislation in 
the 1970s that was meant to encourage 
them? Three main reasons. 

First, patients and doctors both prefer 
$465 rather than $282 of other people’s 
money to be spent on, by and to them. If 
your HMO doctor spends $10 more on 
some frill which the computer printout 
says other doctors in the HMO have 
found to be unnecessary, he is told to 
desist. This is exactly the right way to run 
a cost-effective medical system, but the 
patients liked a third party to pay for that 
frill, and the doctor thinks ‘‘clinical free- 
dom” should permit him to prescribe and 
profit from it. 


The key is Enthoven 

Second, the pattern of America’s medical 
care is distorted by its tax system. To 
quote Enthoven (see acknowledgments) 


If your employer contributes $1,200 to your 
health-insurance premiums, that amount is 
tax-free pay. If, instead, the employer pays 
you $1,200 in cash and tells you to go out 
and buy your own insurance, you and the 
employer must first pay a total of roughly 
$300 to $600 in federal and state income 
taxes and social security taxes on the 
$1,200. 


This means that most American health 
insurance is done through employers, and 
health-insurance schemes are packaged 
to be bargains for them, not for the 
patients. If a nearby HMO charges $1,200 
per enrolled member a year, it is easy to 
tailor an insurance scheme which will cost 
an employer $1,100 per worker a year— 
by (eg) loading more deductibles and co- 
insurance into the part for which the 
employee pays himself. 

Third, the risk of “adverse selection”. 
When congress offered loans for the es- 
tablishment of HMOs in the 1970s, it said 
a borrower must agree to a period each 
year in which it would “accept, up to 
capacity, individuals in the order in which 
they apply for enrolment’. This was a 
requirement that aided HMOs should 
kindly agree to go bust. When HMOs are 
the only fully comprehensive health-care 
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organisations in their area, anybody who 
is told he will need expensive surgery next 
Tuesday will logically want to join an 
HMO next Monday. 

By far the most sensible health propos- 
als in America have been those put for- 
ward by Professor Alain Enthoven of 
Stanford University. The essence of his 
scheme is that “Once a year, each family 
(or individual) would have the opportuni- 
ty to enrol for the coming year in any of 
the qualifying health plans operating in its 
area. The amount of financial help each 
family gets towards the purchase of its 
health plan membership—from Medi- 





care, , Medicaid, ap Si or tax laws— 
would be the same whichever plan it 
chooses. The subsidy might be more for 
poor than for non-poor, for old than for 
young, for families than for individuals, 
but not more for people who choose more 
expensive health plans. The family that 
chooses a more costly plan would pay the 
extra cost itself”. 

However, under Enthoven, one of the 
requirements for being accepted as a 
qualifying plan is that insurers would have 
“to charge the same preiniums for the 
same benefits to all persons.in the same 
demographic category, such as adults 
aged 45 to 65”. 


How competition could work 
Suppose that the average HMO in Ameri- 
ca could make money if it offered full 
HMO care to young adults at $800 a year 
and to over-65s at $2,500 a year. Then, 
der Enthoven, governments would 
E.: to see that each old person could 
afford $2,500 a year for health care. 
Maybe—this is my preference—an old 
person could buy $2,500-worth of health 
stamps from the government from pre-tax 
income at cost or at one tenth of income, 
whichever was less; everybody in Ameri- 
ca could then be assured of full health 
care for 10% of income, with incentives 
for cost containment and competition 
both in place. 

In Britain it should be possible to buy 
the basic stamps for around 6% of in- 
come, and to say that access to the NHS 
was one of the options buyable with those 
stamps. See next article. 

In America, small experiments have 
suggested that an Enthoven system would 
push far more people than now into cost- 
containing HMOs, or new variants of 
them; but there would also be custom for 
innovative schemes offering a different 

ix from both HMOs and present Medi- 

re. One positive choice among the old 

would be for better cover of eventual 
need to move long-term into a nursing 
home. If anybody opted for a scheme 
which says “you will not have so much 
medicament pumped in, at such enor- 
mous cost, when two competent doctors 
proclaim that you are clearly dying”, then 
he could have better frills. 

I believe that some version of the 
Enthoven plan, with trimmings, is going 
to be the sensible health-care policy for 
every country, and will argue in the next 
article why it should be especially easy for 
a country with an existing NHS system, 
like Britain, to pioneer the right way 
forward. Unfortunately, I believe that 
America, Britain and most other coun- 
tries will set themselves in the immediate 
future on the wrong road back. 

The trend in health care in America i is 
for the government to do more than ever 










before of what any government has al- 
ways done worst—namely, try to fix the 
price of everything. Ever since President 
Nixon in 1971, the federal government 
and the congress and the sillier states 
have been introducing various controls to 
try to hold health-care prices down. Most 
have so far resulted in sending prices and 
distortions faster further up. 


How DRGs will fail 

Consider the distortions likely from Mr 
Reagan’s new price-control system based 
on 467 diagnostic-related groups devised 
by a computer at Yale. The idea is that 
Medicare and some other insurance sys- 
tems will pay the same for each patient 
within a particular DRG, however long or 
short his stay in hospital. 

Henceforth, if an American is rather 
mildly ill, but within a DRG that is 
profitable, the hospital will have an incen- 
tive unnecessarily to admit him, prefera- 





Sorry, you's ‘re an unprofitable DRG 


bly for lots of short re-admissions. If he is 
very ill within the same DRG, and thus 
will require more treatment than the 
DRG average, and unless he looks likely 
profitably to die in the corridor just past 
the admission room, then all hospitals will 
hope he goes to another one; or, if he 
must come to them, be quickly dumped 
on outpatient care or on some non-medi- 
cal nursing home. 

If he has a transutheral resection of the 
prostate gland, his classification for “‘fre- 
quency of urination” under DRG 306 
would bring the hospital $290 more than 
his detailed classification for “hypertro- 
phy of the prostate’ under DRG 336. 
Harvard is taking the piss out of. Yale by 
forecasting its computer will record more 
DRGs 306. 

If price controls are ever justified, it is 
only in conditions of extreme physical 
shortage. This DRG system is being im- 
plemented when America has too many 
doctors, too many hospital beds and is 
closing some surplus hospitals down. The 
present is classically a time when Mr 
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Enthoven’s sort of competition should 
introduced. The technology and classifi- 
cations and available treatments in healt 
care are changing all the time. In immu 
nological diagnostics alone, knowledge is- 
doubling every other year. This DR! 
system is going to impede and distort 
changes in the most ridiculous ways. 

It was therefore to be feared that th 
DRG system would attract some enthusi 
asm among Mrs Thatcher’s advisers. 


Britain for DRGs? i 
Lord Vaizey seemed to be reaching for a 
continental European version of the 
DRG system for Britain in his recen 
book (see acknowledgments). 
thought that the taxpayer-via-N) 
should remain the main source of fina 
(or “funding agency”) for health care 
Britain, but rightly wanted to introduce _ 
some competition with the NHS. Unfor- , 

tunately, he went on: E 


By far the simplest way to do this is for th 
funding agency to pay a unit per item 
service. Thus if a hospital were taken as the 
unit, then its income could be x appendec 
tomies, y normal births and so on, until the 
payments retrospectively covered the costs. 
This is the French and German system, and 
it requires a standard cost per unit o 
treatment, with a fall-back for exception 

cases. , 


Lord Vaizey rightly thinks it an advantage 
of his proposed system that each NHS 
hospital or other 


budgetary unit should be autonomous ad 5 
should have an incentive to economise as ri 
much as possible in its administration. f= 
payment were per unit of service, it would — 
be perfectly possible to include private 
payment in the system since if £x were 

allowed for a hip operation, for example. : 
then 10% could be added for a priv 
operation and 10% for immediacy. More- 
over, there is no reason why the standard 
cost per item should not be paid to privat 
hospitals and clinics; in fact, if every hos 
tal and clinic were autonomous, the distinc- 
tion would virtually disappear. H 


Operating on broadly these lines, the. 
French and West German medical sys- 1 
tems can justly claim (see Rodwin a 
Lacronique in McLachlan and Mayn 
cited in acknowledgments) to have “* 
to a dynamic proprietary medical secto1 
the growth and modernisation of publ 
hospitals, and a flood of new doctors”. 

Unfortunately—Mrs Thatcher sho 
look at table 1 in the first article—th 
have done this by costing twice as much 
Britain’s NHS does, and West German 
still die earlier. 

Lord Vaizey recognises that everythin: 
in his system would depend on whetl 
the British set the “price per uni 
(broadly what Americans are now to. 
“cost per DRG”) more economi 



















































Because of Europe's s interest- 
p-bargaining sycophancy; Britain 
dbe likely to set it just as badly. 
\lthough the West Germans have a 
-yearly meeting of bargainers and 
ureaucrats to set their fees-for-service 
nder a regularly amended and bureau- 
atic cost-control law (called a Kranken- 
rsicher-ungskostendampfungsergan- 
uingsgesetz—yes, honestly), and al- 
ough the French run the same system 
lore tersely, a doctor’s earnings in 
tance are 7 times the average worker's 
age, a West German doctor’s 6 times it, 
an American doctor’s 5} times it, a British 
doctor’s 2} times it. 
This is largely because every French- 
man and German involved in this bar- 
Gaining, and every medical journalist and 
ropagandist writing about it, wants to 
use other people’s insurance money to 
please the distinguished constituency with 
hom he is in daily contact. Similarly 
any British medical journalists and aca- 
ics and bureaucrats have codwal- 
ped Britons to believe that Britain’s 
dical care is more humane and egali- 
n than other countries’, which for 
decades it hasn’t been. 
In America, nobody says that doctors 
“not getting sufficient money. It is 
‘obable that American bargaining about 
DRGs will go the other way from conti- 
fal Europe’s. Prices will be kept 
n, and rationing begin. 








American politicians run for cover 

On the hustings, neither Mr Mondale nor 
r Reagan is going to sound enamoured 
ith anything like the Enthoven version 
ealth-care reform. One of Mr Mon- 
le's. supporters inveighs against “the 
inds of so-called competitive plans that 
offer cash rebates which may provide a 
verse’ financial incentive for senior 
ens on fixed incomes not to seek 
atment for. essential health-care 









xplains more honestly “some 60-80% of 
the older people vote, while only 20-50% 
of the young do. The old like existing 
edicare, and they..assume DRGs will 
ake it cheaper, further reducing the co- 
payments that. can fall.on them.. Why 
should we terrify them ba complicated 
w schemes which: ...?” 
Yet, when AE by. queue does 
start in America, there. will be an outcry 
ainst it. Even ‘in Britain the many 
tfalls in the NHS have not been at all 
those got up. by the press. Aaron and 
wartz (see acknowledgments) -were 
trigued.that two. of the most common 
spaper- accusations- -against - Mrs 
cher were that she is robbing chil- 
| of bone marrow transplants and-of 
clotting | factors to treat haemophilia. Ac- 















eds”, One of Mr Reagan’s supporters. 
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therpy fo cancer, are three of the very 
few treatments which are carried on in 
Britain up to the degree that American 
physicians consider optimal, precisely be- 
cause innumerate newspaper. campaigns 
can be raised about them. 

The three main sorts of undertreatment 
in. Britain are: (a) anything new, but 
unspecific enough not to have a lobby, 
such as total parenteral nutrition (TPN, 
the: life-saving intravenous solutions 


The way ahead 


The system to vote for 


It is.only within the lifetimes of most 
people dying today that politicians have 
been brought into the business of health 
care, and have therefore ‘begun to tell 
today’s extraordinary lies about it. When 
20m people died in the influenza pandem- 
ic of 1918-19 their deaths were accepted 
by their surviving familes with religious 
fortitude, and nobody criticised the gov- 
ernments of the countries that the pan- 
demic hit worst. Since sensible measures 
can aid prevention, this was under-reac- 
tion, but now there is suddenly fanatical 
political fetishism the other way. The 
grubbiest sort of politician today is one 
who pretends that doctors will be made 
alchemists if he (the politician) is allowed 
much-more monopoly power to pour out 
taxpayers’ money for them. The neces- 
sary first political step towards more cost- 
effective health is that fewer people 
should ever vote for such a man. 

Second, any reforming government to- 
day should introduce politically unpopu- 
lar cost-benefit analyses into quite cheap 
public health programmes. In the early 
1970s some brave Washington cost ana- 
lysts devised the chart below. Up the y 
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frequently in America than in Britain); 
(b) anything diagnostic—-the British carry: 
out only half as many X-rays per person 
as. the Americans, and use only half as 
much film each time, though this is partly 
an example of American waste; and (c) 
pain-relieving operations on the inarticu- 
late old, whom British surgeons say are 
“anyway a bit crumbly’... Now, in the 
United States, where 60-80% of crumbly 
old people vote... . 


axis they charted the extra cost of federal 
“death prevention” programmes, along 
the x axis they plotted medical spending 
averted and lives apparently saved i 
terms of future dollar earning power 
as to show the. saving of young lives as 
more valuable than decrepit ones): The 
greatest profit sprang from propaganda 
urging people to wear seatbelts in cars; 
the biggest waste came from tests which 
allowed the exclamation in one case out 
of a million “Ha, you've cancer of the 
rectum or head or neck and therefore will 
now die”. Thè recommendation was to 
stop the programmes above the third kink. 
in the curve (above breast cancer) and 
devote the money saved to preventive 
programmes below that. It was after this 
that most countries eventually introduced 
what had been called “politically i impos- 
sible” legislation pinioning people in their 
car seats. The devisers of the chart de- 
served the Nobel Prize for medicine, but 
got brickbats instead. 

This survey has not. suggested that 
America’s health. minister, even though 
she is called Ms Heckler, should go as 
as the Singapore authorities do in exhor 
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ing citizens to keep their fingernails clean. 
But Japan’s and Singapore’s efficiency in 
health delivery owes much to the fact that 
affluent Asians are more naggable about 

ings like their body weight than most 
Bienes except mad joggers. Many 
more cost analyses like those in the chart 
are needed, and governments should per- 
suade everybody to measure all the time 
whether he is likely to get a heart attack. 

Sensible policies of this kind would 
save many million more lives than resort 
to the most perfect system of financing 
health care, but this survey has made 
clear which financing system it would 
like. The advance should be to variants of 
the Enthoven plan, with vouchers giving 
to each citizen a sufficient fixed sum of 
money for anybody in his age-health 
category to buy an adequate health plan 
from many types of competing health- 
care providers. 


Socialism makes Enthoven easier 
It ought to be particularly easy to advance 
from a socialist system like Britain’s NHS 
into an Enthoven plan. The big problem 
` to know what value of voucher to give 
different categories (eg, to an old 
person rather than a young one, to a 
woman rather than a man), in order to 
persuade private-enterprise HMOs and 
similar competitive private insurance 
plans to come into being. 

The latest research suggests the whole 
problem might be eased because such a 
very small portion of the public absorbs 
so much of each nation’s health costs. The 
University of California has said that 
0.4% of people in its Blue Cross plan 
account for 21% of the expenditures. 
Another American study has suggested 
that 1% of Americans absorbed 17% of 
American health costs just before Medi- 
care in 1963, but may absorb 30% now. A 
more conservative French study (see 
Lévy in Hauser in acknowledgments)— 
which I will use here although the more 
startling American figures would fit my 
argument even better—says that 3% of 
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French people use one third of France’s 
medical services, and another 12% use 
another third, while 50% of the popula- 
tion use only 3% of the whole. The 15% 
of the population who take two thirds of 
French health care are a ragbag of crum- 
blingly sick and foolishly hypochondriac 
or irresponsible (eg, fat, drunk) people, 
mostly the crumblers. 

If a country like Britain went over to an 
Enthoven plan, an NHS would initially be 
running a lot of the competing units of 
health-care providers, and all of the 15% 
of excess users would have an opportunity 
to belong to one. This concentration of ill 
customers would keep up the losses of the 
NHS providers, while private health 
plans would make money out of any 
patients who voluntarily transferred to 
them. Never mind. 

The authorities would then have the 
data required to raise the annual vouchers 
given to those “‘bad risk” categories (plus 
charges on the hypochondriacs and irre- 
sponsible), towards the point where, the 
NHS plans broke even. As soon as it 
raised any category’s payment too high, 
private health plans would find it profit- 
able to woo away that category’s custom. 
The wooing away would mean that very 
ill people were getting better and cheaper 
treatment than that provided for them 
under the NHS. 

If nobody was wooed away. before the 
NHS schemes reached balance, then al- 
most everything written in this survey has 
been tosh, and the NHS really is the best 
system for the needs of Britain’s sick 
people. Which would be surprising. 

There is no argument on grounds of 
cost, efficiency or compassion against the 
reform suggested above. There is merely 


It’s being so independent that has kept me so healthy 
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the argument that it would cause political 
and professional embarrassment, which is 
why it will not be implemented. There is 
therefore a temptation to stop there. For 
just three more paragraphs, the tempta- 
tion will be resisted. 


Best buy 

Anybody who has read the data so far can 
ponder what would be the “‘best buy” 
plan—the one he or she would like to 
join. My preference would be an HMO 
which—beside annual prepayment fee— 
charged modestly for each visit to the 
doctor. That would keep out the trivial 
users who might otherwise pinch too 
much of my prepayment money. This 
HMO would give regular access to scan- 
ners. It would not actually force me to 
play squash, but it could put up next 
year’s prepayment fees to, eg, those who 
had got fatter. If its studies showed that 
old people living without central heating 
were a category it wanted to avoid, this 
would confirm that lack of such heating is 
a health problem. 

It would use computerised medical 
cards which were embarrassingly frank, 
frightening away the expensive idiots who 
object to a database knowing if they 
smoke too much. It would use lots of 
paramedics, and make large profits for its 
partners so that brilliant young doctors 
always wanted to join it. It would not 
itself be a partner in a hospital, but it 
would pay a range of hospitals where it 
put patients in and could charge them 
extra for a hospital stay if they wanted 
privacy or perhaps a choice of surgeons. 

If it did not attract sufficient customers, 
as medical opportunities changed, it 
would go bust. 
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interim Report 
The unaudited net operating income after provision for taxation and after transfers to internal reserves amounts to R50,4 million which 
represents an increase of 13% over the same period last year. 


General 

The demand for credit strengthened as spending and production in the South African economy recovered in the second half of 1983. The 
import bill, boosted also by maize imports, reflected the revival. The gold price declined over these months and non-gold exports responded in 
only a muted way to the international economic upswing. The financial year of the Group therefore started with the.current account of the... 
balance of payments in deficit and the gold and foreign exchange reserves under pressure. These developments, together with a tightening of 
the monetary policy stance, again put pressure on interest rates. 

To minimise disruption and reduce the pressure on interest rates the Reserve Bank reduced the banks’ liquid asset ratios on two. occasions 
and also entered into repurchase agreements. The net result nevertheless was continued pressure on margins. Towards the end of the first half 
of the Group’s financial year the growth of lending volumes started to slow, indicating that the economic revival of the second half of 1983 may 
not have been sustained in 1984. 

The present uncertain balance of payments and a second year of poor agricultural crops make the start of a new upswing phase in the 
domestic economy during the Group’s current financial year unlikely. 








Dividend Announcement 

it is the intention of the board to decrease to some extent the disparity between the interim and final dividend and accordingly an interim 
dividend in respect of the year ending 30 September, 1984 of 21 cents (1983: 17,5 cents) per share has been declared payable to shareholders 
registered in the books of the company at the close of business on 4 May 1984, which represents an increase of 20% over the interim dividend in 
respect of the 1983 financial year. The transfer books and register of members will be closed on 5 May 1984 and will reopen on 14 May 1984. 
Dividend cheques will be posted on or about 4 June 1984. Non-resident shareholders’ tax will be deducted where applicable. 


D. A. Peterson 
Secretary 


Consolidated Income Statement 6 months 12 months 6 months 12 months 





to 31.3.84 to 30.9.83 to 31.3.83 to 30.9.82 
000's 000's 000s 000s. 

Taxed banking and other income after transfers to internal reserves 
attributable to shareholders of Nedbank Group Limited R50 377 R121 587 R44 484 R88 588 
Surplus on disposal of long-term investments aad — = R1 540 


Notes 
1. The figures included in the interim report are unaudited. 
2. The above is an abbreviation of the consolidated income statement of the Group. 

















Salient Financial information 6 months 6 months 12 months 12 months 

i to 31.3.84 to 31.3.83 to 30.9.83. to 30.9.82 
900’ 000s 00's 000's 

Issued fully paid shares of Ri each 89 813 88 598 88 690 88.417 
-Taxed income attributable to Nedbank Group shareholders R50 377 R44 484 R121 587 R88 SBE 
._ Earnings per share T- 36,1¢ 50,2¢ 137,A¢ 100,2¢ 
Dividerids per share 21,0 17,5 68D 50,0¢ 





Group shareholders’ funds l R490 329 R421 992 R447 709 R388 943 














R11 188 365 R9 086 466 R10 586 617 R8 137 047 

, R6 286 762 R4179 414 RS 180-380 R3 716549 
Deposits fram public and other accounts ;  R8926867 ss R6885320 ` R8456245 ROSH 945 

“Surplus capital funds en >. R224000 R96 000. R131000 R110000 





mealies earnings and dividends per share no account has been taken of 1 464 102 partly pala shares of RI each, issued 
dn intone of executive Share trust scheme. 
and finandal of its capital in South African hands. .. The companies maintain strong international 
ee s Operating companies cover the whale profiles with overseas branches, associated 
ates, Te south African of financial services - from the needs of companies and a large network of correspondent 
Owed, ented a manips Noel ai individual to those of larger corporate clients, 
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A Duarte victory could bea 
balm for Reagan’s bruises 


Mr Napoleon Duarte of the left-of-centre 
Christian Democratic party looks the 
likeliest winner of the run-off in El Salva- 
dor’s presidential election next Sunday, 
May 6th. And nobody would be more 
telieved by a Duarte victory than Presi- 


t Reagan. 
e free election of a committed demo- 
at in a country under attack from Marx- 


ist rebels would be balm for Mr Reagan’s 
Central American policy, which has been 
badly bruised at home and abroad by 
revelations about the American-backed 
mining of Nicaraguan ports. On the other 
hand, a victory for the other run-off 
candidate, ex-Major Roberto d’Aubuis- 
son of the far-right National Renewal 
Alliance, would be little short of a disas- 
ter for the Reagan administration. Mr 
d’Aubuisson’s supposed links to El Salva- 
dor’s “death squads” would almost cer- 
tainly doom congressional approval of 
continued American aid too. 

Mr Duarte’s chances are good. He won 
43% of the vote in the first round on 
March 25th, compared with 29% for Mr 
d’Aubuisson. And he will probably pick 
up votes from two of the parties which 
dropped out after the first round. He 
~ ms certain to gain just about all the 

‘es of Democratic Action, which won 

% of the poll last month. He should 
also get a good share of those that went to 
the conservative National Conciliation 
party (PCN), which won 19%. Mr d’Au- 
buisson has offered the National Concili- 
ation party four cabinet posts in exchange 
for its support. But the party is staying 
neutral; its leaders, with a touch of under- 
statement, say that Mr d’Aubuisson is 
“too intransigent”. 

The campaigning for the second round 
of the election has been subdued, after 
the exhaustion and confusion of round 
one. Both candidates are spreading their 
message by radio and advertising rather 
than through public meetings. The new 
computerised voting system, which was 
criticised for causing widespread disor- 
ganisation at the polls in the first round, 
may be dropped. About 5% of the com- 
eed voter rolls contained errors. 
Mes : 






But much of the disorganisation on elec- 
tion day originated in power failures 
caused by guerrilla attacks on electricity 
pylons.The constituent assembly has vot- 
ed to go back to the old system, in which 
electors had to show their identity cards, 
and then had a finger dipped in indelible 
ink. The interim president, Mr Alvaro 
Magaña, is considering whether or not to 
veto the return to this old and not entirely 
foolproof practice. 

So far there has been no sign of inter- 
ference in the election from army officers 
who tend to be suspicious of democracy 
and fond of power. But the army has been 
too busy trying to keep the guerrillas at 
bay. The rebels are threatening to pre- 
vent voting taking place wherever they 
can, meaning in areas which they control 
and where there is fighting. The war has 
gone wearily on: guerrillas ambushed a 
convoy on the Pan-American highway on 
April 16th, and killed 37 soldiers. Nicara- 
gua continues to keep the guerrillas sup- 
plied with ammunition by sea and air and 
clandestine routes through Honduras and 
Guatemala. 

Mr Duarte says that if he is elected he 
would eliminate the death squads and 
then invite the guerrillas to come back 
into normal politics under an amnesty. 
He also proposes a “dialogue” with the 
Sandinist government in Nicaragua, in 
which he would try to persuade it to stop 
helping the guerrillas. If this fails, he says, 
El Salvador will take “the necessary mea- 
sures”. These will include a presidential 
visit to Washington to ask for more mon- 
ey and military aid. 

A Duarte victory would enable Mr 
Reagan to point out to his critics that 
America’s friends in Central America are 
looking increasingly democratic. In Hon- 
duras, the powerful chief of the armed 
forces was ousted on March 31st in a 
move which subjected the army’s high 
command to the orders of an elected 
civilian leadership for the first time in 
history. Costa Rica is an established de- 
mocracy. Panama is about to hold its first 
presidential election in 16 years (see next 


story). 

















Duarte needs 8% more hugs this time 


Can democracy survive in El Salvador, — 
where generals supported by the land- _ 
owning oligarchy have usually held the — 
upper hand? The past half-century offers 
little encouragement. In 1932, when a — 
military president, General Hernandez 
put down a peasant uprising, about 
30,000 people were said to have b 
killed. The next seven presidents we 
military men. They gave themselves a 
democratic figleaf by establishing the Na- 
tional Conciliation party, which in 1961 
“won? every seat in the national 
assembly. 

But the Christian Democrats steadi 
picked up support, and held on to it. 
Duarte won the freeish presidential elec- 
tion of 1972, though he was deprived of — 
office by rigged vote-counting. In 1980 
the tables were turned when he became _ 
the non-elected president of a civilian- — 
military junta backed by liberal army 
officers. He endorsed the free election in 
1982 of a constituent assembly which, in 
turn, organised the present presidential _ 
election. The struggle for power in El — 
Salvador is bound to be rough. But Sun- 
day’s run-off may set some democratic a 
rules for it. ag 
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Banker v. populist 
An unpredictable octogenarian and a so- 
ber former vice president of the World 
Bank are the main contenders in Pana- 
ma’s presidential election next Sunday, 
rst in 16 years. The result is likely to 
lose. The government’s candidate, 
Mr Nicolas Ardito Barletta, who resigned 
from the World Bank to take part, has.a 
slight edge in unreliable opinion. polls. 
But the 83-year-old ex-President Arnulfo 
las is drawing big crowds and capitalis- 
ig on rising discontent over... high 
unemployment. 

Mr Arias is the stormiest figure in 
Panamanian politics. He was three times 
elected president (in 1940, 1949 and 1968) 
and three times ousted in military coups. 
Now frail, with a weak heart and failing 
esight, he conserves his strength by 
g his speeches to 10 minutes. But 
old populist has energy enough to 
cuse Mr Barletta of being a stooge of 
armed forces, and the colonels. of 
uption and drug-trafficking. 

Barletta may be a technocrat but he 
indeed close to the military command- 
, General Manuel Noriega, and to the 
ry-backed regime, which is now 
ing blamed for Panama’s recession. His 
pporters retort that Mr Arias was once 
a fascist (in 1941). 

Ever since a military coup in 1968, the 
5,000-man national, guard (recently. re- 
named the national defence force) has 
dominated Panama. As guard command- 
General Omar Torrijos ruled from 
968 until he.died in 1981. His appointed 
political successor, President Aristides 
Royo, resigned in 1982 because he had 
displeased the new guard commander, 
eneral Ruben Dario Paredes. The next 
esident, Mr Ricardo de la Espriella, 
ned in February this year after a run- 
With General Noriega. The current 
ident, Mr. Jorge Illueca, fell foul of 
the generals as vice-president last No- 
vember but has hung on to his job. 

` General Noriega and the ruling Demo- 
cratic Revolutionary party’s chiefs hope 
that Mr Barletta, a respected non-parti- 
san figure, will attract floating voters and 
supporters of smaller parties (there are 
five other presidential candidates and 15 
gistered parties). Several opposition 
ies have united around Mr Arias. 
uch of their organisation is being pro- 
vided by the Christian Democrats, whose 
energetic leader, Mr Ricardo Arias Cal- 



















































president... 
The military. chiefs are promising a free 
election and say they will respect the 
lt. If Mr Barletta. wins, he will, like 


n, is: candidate for. second. vice- 


from sneaking across the border into 


and is augurare on schedule in Octo- 
ber, a clash with the army looks 
inevitable. 


Brazil 


Delay won't help 


In the early hours of April 26th, Brazil’s 
congress narrowly rejected an opposition 
proposal that might have offered the 
country its first chance in 24 years to 
choose a president by direct vote. For 
three months Brazilians have been turn- 
ing out in their millions to demonstrate 
for a direct presidential election this year. 
Now their expectations have been dan- 
gerously frustrated. So have the hopes of 
Brazil’s creditors and the International 
Monetary Fund. The bankers have belat- 
edly come round-to the view that demo- 
crats are better than dictators at getting 
people to tighten their belts. 

The handling of the election issue by 
Brazil’s ruling generals has been distinctly 
hamhanded. Having spent five years 
steering the country gently towards de- 
mocracy, the outgoing government of 
General Joao Figueiredo suddenly bat- 
tened down its political hatches. Three 
days before the congress vote, a state of 
emergency was declared in the capital, 
Brasilia, and a ban imposed on live radio 
and television coverage of the debate and 
the voting. 

-The government party was pressed to 
close ranks against the opposition amend- 
ment, which needed a two-thirds majority 
to succeed. In the end the opposition had 
something of a moral victory: it collected 
298 votes; 55 of them from government 
supporters, compared with 65 votes 
against and 116 not voting. The abstainers 
were virtually all government party men 
who did not want to be seen to be 
opposing the majority will. The amend- 
ment failed by only 22 votes. The angry 
but emboldened opposition is now pledg- 
ing to keep campaigning in the streets for 
diretas ja—direct elections now. 


india and Bangladesh 


A fence that makes 
bad neighbours 


FROM OUR INDIA CORRESPONDENT 


India’s relations with Bangladesh were 
impaled on barbed wire last week. India 
has just started building: a barbed-wire 
fence to prevent Bangladeshi immigrants 


; Way the government 
pes to appease militant Assamese stu- 
dents who have been demanding the 
deportation of everybody who has mi- 
grated to.the state over the past several 
decades. But Bangladeshis. see the pro- 
posed fence as a national insult and are 
determined to sabotage it. 

When Indian workers started installing 
pillars for the fence on April 19th, a 
crowd of angry Bangladeshis crossed the 
border to stop them.. The. mob later 
retreated, and the pillars went up. The 
Bangladeshis then lassoed the pillars 
from their own side of the border and 
dragged them down. Others began to dig 
a trench two: metres deep along the bor- 
der. When the trench fills with water 
during the monsoon, this will erode the 








base of the pillars and cause them to 
collapse. Rising tempers led eventually to 
shooting by border police of both coun- 
tries; one Bangladeshi was reported 
killed. In a second exchange of fire on 
April 24th, several Indian policemen 
were injured. 

The border fence is intended to be over 
1,600 miles jong. It will take years to 
build and promises to make bad neigh- 
bourly relations worse. The Bangladeshi 
president, General Ershad; claims, im- 
plausibly, that there has never been any, 
illegal immigration from Bangladesh 
India. He is undoubtedly apprehensi 
about the Assamese demand that milliot.. 
of immigrants should be deported back to 
Bangladesh. Apart from denouncing the 
fence as an unfriendly act, he says it 
violates the 1975 border. agreement. bē- 
tween the two countries, which provides 
that no defensive structures will be put up 
within 150 yards of the border. 

India replies’ that the. agreement re- 
ferred only to structures such as walls or 
bunkers which could impede the move- 
ment of military vehicles. Barbed wire, it 
says, is not a military obstacle since a tank 
can easily go through: it: India’s other 
argument is that the 1975 agreement also 
provided for stopping unauthorised immi- 
gration and smuggling, and that the fenee 
will help to do both. = 

Bangladesh retorts ‘that no.fence can be 
constructed on the: t line itself be- 





















territory. To which India replies that the 
fence is being built nine inches inside 
India’s side of the border, where India 
has a sovereign right to do as it pleases. 

Work on the fence came to a standstill 
after the shooting on April 24th. India is 
now hoping for a quiet diplomatic settle- 
ment. One semi-solution would be to 
resite: the fence a metre inside Indian 

territory. But this would not assuage 

Bangladeshi anger. Bangladesh is now 
talking about building 24 watchtowers, 
not to check immigrants but to watch over 
India’s barbed-wire machinations. 

The fence issue has come in handy for 
President Ershad at a time when he is in 
conflict with politicians over the schedul- 
ing of elections. The two main opposition 
fronts have been campaigning for a par- 
liamentary elections to be held before a 
presidential election, so that they can 
prevent the presidential poll from being 

ed. Last week for the first time the 

vernment hinted that it might give way. 

The president’s strong stand on the fence 

will be one way of rallying public support 
behind his own new party. 

The border between India and Bangla- 
desh has always been leaky, back to the 
days when Bangladesh was East Pakistan. 
Many Bangladeshis have relatives on the 
Indian side. Even if the fence gets built, 
all improbable 1,600 miles of it, it cannot 
be an impenetrable barrier, though it 
could get in the way of family visits and 
border trade as well as immigration. It 
might also reduce smuggling, which has 
been a flourishing business employing 
thousands of people on both sides of the 
border. Raw jute from Bangladesh is 
smuggled into India, in return for a vari- 
ety of consumer goods. The fence will 
almost certainly add a new item to the 
smugglers’ inventory: barbed wire. 


ietnam 


The Russians are 
landing 


Almost exactly 19 years after the first 
American marines landed at Da Nang, 
1,000 Soviet marines waded ashore in 
Vietnam last week in that country’s first- 
ever joint military exercises with the 
Soviet Union. The landings took place 
160 kilometres south of the port of Hai- 
phong on the Gulf of Tonkin. Eight 
Soviet warships were involved, including 
the aircraft carrier Kiev and the assault 
ship Ivan Rogoy. The Vietnamese ships in 
the exercise are believed to have included 
small missile attack boats and frigates 
provided by the Russians five years ago. 
Vietnam’s foreign minister explained 
the exercise as normal among allies. But 
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although Vietnam and the Soviet Union 
have had a defence pact since 1978, it has 
taken six years for them to hold joint 
exercises. The Vietnamese have held 
back partly out of nationalist pride, partly 
so as not to put more strain on their 
already touchy relations with their non- 
communist neighbours. 

Soviet reconnaissance aircraft have 
been operating out of Da Nang and Cam 
Ranh Bay airfields since 1979, and Soviet 
warships visit Cam Ranh Bay regularly. 
The lavish American-built facilities at 
Cam Ranh have provided the Russians 
with a useful base for their naval opera- 
tions in the South China sea. A pier and 
underground shelters for nuclear subma- 
rines were completed in 1980, and a 
submarine tender is permanently based 
there. If the Russians were to persuade 
Vietnam not only to play war games but 
also to grant them a full-scale base, they 
could further extend the reach and stay- 
ing power of the Soviet Pacific fleet. 

The Vietnamese have at least two pos- 
sible reasons for giving in on joint exer- 
cises now. First, they want new Soviet 
weapons, including some kinds that have 
been supplied to India but denied to 
them—Mig-23 fighters, new attack heli- 
copters, T-72 tanks and armoured per- 
sonnel carriers. Second, Vietnam may 
have been unnerved by China’s mini- 
invasion earlier this month, the first since 
the border war of 1979. Since 1979 China 
has responded to Vietnamese offensives 
in Kampuchea mainly with artillery fire. 
This time Vietnam may have been caught 
off guard by the attack. The exercises 
which took place eight days later could 
have been meant as a message to China. 


Reagan in the Peking swim 


Chairman Mao said: always keep great head above water 
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Hongkong 


Telling it like 
it may be 


FROM OUR HONGKONG CORRESPONDENT 


Ever since China and Britain started 
negotiating about Hongkong’s future, 
Hongkong has been operating a bush 
telegraph, very like the one that supple- 
ments uninformative official news sources 
in Peking. When a Chinese on the main- 
land says, “I heard it from Reuters”, he is 
making a pun; the transliteration of 
“Reuters” in Mandarin also means street 
leaks. 

If there was anybody in Hongkong who 
had not yet picked up the street leaks 
about Britain’s enforced decision to pull 
out of Hongkong, governmental bag and 
baggage, when its lease on 90% of the 
territory expires in 1997, Britain’s foreign 
secretary set him straight on April 20th. 
After three days of talks with Chinese 
leaders in Peking, Sir Geoffrey Howe told 
an anticlimactic press conference in 
Hongkong that “it would not be realistic 
to think of an agreement that provides for 
continued British administration in 
Hongkong after 1997”. Local community 
leaders expressed relief that at last the 
tattered veil of secrecy over the negotia- 
tions had been partly lifted. 

Sir Geoffrey stressed the shared inten- 
tion of Britain and China to “see the 
continuation in Hongkong of a society 
which enjoys its own economic and social 
systems and distinct way of life”. This, he 
emphasised, meant the maintenance of 
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‘Hongkong’s judicial system and existing 
freedoms—of religion, assembly, speech, 
travel, the press, and freedom from arbi- 
trary arrest. This last is particularly rele- 
vant since several Hongkong citizens, 
including an American-educated lawyer, 
_ have recently disappeared into Chinese 
jails. Hongkong’s freedoms, Sir Geoffrey 
promised, would actually be extended 
during the 13-year transition to Chinese 
tule through the development of more 
representative government. 

“Several points of substance remain to 
be resolved”, the foreign secretary ex- 
plained. Among these are Hongkong’s 
future membership in international eco- 
= nomic bodies such as Gatt and the Asian 
Development Bank, as well as the all- 
important question of ensuring that the 
Hongkong dollar remains an internation- 
al currency. Sir Geoffrey implied that 
Chinese pressure for an early settlement 
is still being resisted by the British, who 
= are working for detailed written assur- 
ances of Hongkong’s autonomy. 

Sir Geoffrey was repeatedly asked 
when and how Britain intends to keep its 
promise of ensuring that the 1997 formula 
is acceptable to the people who must live 
with it. A referendum is out of the 


2 question, he confirmed, adding in White- 


hall waffle, “We are still considering the 


most effective ways of testing opinions”. 


And what if Hongkong were to reject the 
agreement worked out in Peking? 


One of the reasons why we are trying to 
continue and extend the process of consulta- 
tions which has already been taking place, 
one of the reasons why we want to ensure 
that it is full and effective, is to ensure that as 
we approach the final stages of this agree- 
ment we do so having fully in mind the views 
of people in Hongkong and the likely views 





of parliament so that we shall reach an 
agreement, if we’re able to do so, that we 
can competently commend to the people of 
Hongkong and parliament. That must be our 
objective. 


So now we know. 


Malaysia 
Chinese boxes 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


A leadership struggle in the Malaysian 
Chinese Association has split the party 
and could end up by reducing the political 
influence of Malaysia’s Chinese. The 
MCA is part of the multi-racial coalition 
that has run the government, in several 
different incarnations, since the 1950s. 
But its support among the Chinese, who 
form 29% of the population, has waned 
since the general election of April, 1982. 
The Chinese were disappointed then that, 
although the party won 24 out of the 28 
seats it contested, it was not rewarded 
with additional cabinet posts beyond the 
four it already held. Now, under the 
pressure of increasing Malay assertive- 
ness, the Chinese feel even more exclud- 
ed from the centres of power. 

In March, to forestall a challenge to his 
shaky leadership, the MCA’s acting presi- 
dent, Mr Neo Yee Pan, expelled his rival, 
Mr Tan Koon Swan, from the party, 
along with 13 of his chief supporters, two 
of them ministers. To argue their way 
back, Mr Tan and his faction have sum- 
moned a special party assembly on April 
29th. More than half of the MCA’s state 
assemblymen and several members of the 
federal parliament have threatened to 
quit if the Tan group is not readmitted. 


The expulsions occurred because Mr 
Tan’s faction publicly demanded an in- 
vestigation of claims that the party rolls 
had been filled with thousands of bogus 
members in an effort to secure Mr Neo’s 
election as president in July. 

Unlike the Malay mainstay of the coali- 
tion, the United Malay National Organi- 
sation, which claims, not wholly convinc- 
ingly, that its interests transcend race, the 
MCA merely aims to defend the interests 
of Malaysia’s Chinese. But it cannot 
speak for the whole Chinese community; 
two other parties, together holding 15 
federal seats, also represent it. 

As the influence of the main Chinese 
party has declined, Malaysia’s Chinese 
have put even more of their considerable 
energies into business. Mr Tan, a success- 
ful tycoon, exemplifies the trend. His 
company, which was spawned by the 
MCA, expanded by buying up other 
concerns and by going in for joint 


v 
tures with large Malay firms. This T 


meant to show family-owned Chinese 
companies how to avoid being swept 
away by pro-Malay policies. 

Even if the MCA weathers its present 
internal struggle, which is based on differ- 
ences more of style than of ideology, 
factionalism will not go away. And it 
looks like affecting the main Malay party 
as well. Umno is now preparing for a 
bitter leadership contest in which the 
main rivals are spending more money 
than the whole party put into its general 
election campaign. 


Where the desert 
is more generous 


“Why have you forsaken me and why do 
you no longer offer me friend- 
ship?. .. Why do you listen to these 
false voices?. . . I shall take to the de- 
sert. The desert is more generous.” 

Prosaic western politicians may leak 
their discontent to newspapers, but in 
Saudi Arabia they do it in poetry. The 
minister for health, Mr Ghazi Algosaibi, 
a poet of renown, published in a Riyadh 
newspaper a modernised version of the 
complaint of a tenth-century court poet 
who was rejected by his master, the ruler 
of Aleppo. 

The poem was aimed at King Fahd, 
who failed to support his minister in the 
face of hostility from other members of 
the royal family. The popular and scru- 
pulously honest Mr Algosaibi had been 
criticising princes for taking rake-offs 
from companies awarded contracts. He 
was also known to dislike his present 
post, so he may have been asking to be 
dismissed; resignation is not permitted in 
the Saudi Arabian court. If so, he got his 
way: he was sacked on April 23rd. 
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| n recent years, Japan has 
consistently out-performed 


call other major industrial 


countries in terms of economic 
growth. 

_ And the outlook for con- 
tinued healthy growth in Japan 
continues to be attractive for 


-internationally diversified 


investors: Inflation is minimal, 
the currency is steady, political 


and social stability prevails, 


and the nation remains in the 
forefront of technological 
advancements required for 
competitiveness on a global 
scale. 

Moreover, the scope for 
rewarding investments in Japan 
is quite broad in view of the 
highly liquid and extensive 
equity and bond markets. The 
stock market, for example, has 
a capitalization equivalent of 
some U.S. $ 470 billion, 
second in size only to that of 


the U.S., and on a par with that 
of all major European markets 
combined. 

Multicurrency investors 
seeking high total returns 
should therefore seriously 
examine the advantages of 
including a meaningful pro- 
portion of yen-denominated 
instruments in their currency 
mix. Either in equities and/or 
convertible bonds to profit 
from the above-average growth 
of the Japanese economy. Or in 
yen bonds which provide both 
acceptable yields and potential 
currency gains. Or in both 
equities and bonds. 

Naturally, to achieve 
maximum benefit from any 
investment, good timing and a 
thorough understanding of 
specific markets are essential. 
For expert advice, consider the 
credentials of The Julius Baer 
Group. 
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The Julius Baer Group 





One of Switzerland’s most 
experienced and prestigious 
private banking organizations, 
The Julius Baer Group has 
served the needs of international 
investors since the late 19th 
century. 

The Bank has been active 
for decades in all major inter- 
national investment markets, 
and offers performance- 
oriented clients an excellent 
record over the past ten years 
of dealing effectively with the 
complexities and rewards of 
investing in the Far East. 





“The International Investor” 





“The International Investor” 
is a quarterly review published 
by The Julius Baer Group which 
in its current issue gives a 


BANK JULIUS BAER 


incorporated in Switzerland with Limited Liability 
Swiss craftsmanship in international investment. 
















professional assessment of 
investment opportunities in the 
Far East, especially Japan, and 
their implications for multicur- 
rency investors. 

We invite you to write today 
for a complimentary copy. 
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Mr. Jan A. Bielinski EC 
Bank Julius Baer 

Bahnhofstrasse 36, CH-8022 Zürich 
Tel: (01) 2285111, Telex: 812115 
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Leadership To help participants develop more effective 
ways of leading their organizations to fully confront future 
challenges. 30 April—4 Mav, Geneva. 
| International Advanced Management Program Is for 

. managers due for an important job change and/or who need 
to despecialize into general management. Mav 7 —June 29, 
Geneva. 
Management of Technology Learning how to manage and 
live with technological challenge. How companies approach. 
manage and successfully integrate technological change and 
innovation. 14-18 May, Montreux. 


Corporate Planning Enhancing the impact of planning, 

- amongst other topics the concepts and experiences of 
competitor analysis and strategic audits will be studied in this 
“program. 21 May to 1 June, Geneva. 


‘Public and Environmental Affairs Management of the 
impact of a corporation’s technology by working together 
with the major constituents. Workshop 2-6 July, Montreux. 


Investment Management The most recent developments 
in portfolio theory and investment management conducted 
jointly with Stanford Graduate School of Business. 

» 27-31 August. Geneva. 


This spring and summer IMI Geneva offers an unprecedented range of 
international management programs in the Lake Geneva area. 
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Management of Research and Development Will review 
wavs of formulating and evaluating R&D programs. 
managing R&D teams and raising R&D productivity through 
better strategy and group performance. 12-22 June, and 
13-24 August, Geneva, 


Board Members Improving the effectiveness of boards of 
directors. July 2-4, Geneva. 


Senior Executives Helping senior executives take better 
strategic decisions. June 4-8 and August 27-31, Geneva. 


Marketing and Purchase of echnologyand Know-how 
Companies might benefit from this trend either as buyers of 
proven technology or sellers of proprietary know-how. 

25-29 June. Geneva. 


International Financial Control Currency problems, 
inflation. new developments in information processing and 
communications and financial planning and control. 

13-24 August, Geneva. 


Financial Management The latest developments in foreign 
exchange and money markets, like financial futures, tailored 
options, and true options. Plus other topics of interest to 
corporate treasury management and international bankers. 
17-28 September. Geneva. 


D 


International Management Institute, Geneva 
4, chemin de Conches, CH 1231 Geneva, Switzerland 38. Telephone (022) 47 11 33 Telex 27452 


IMI is an independent non-profit foundation and an associated institution of the University of Geneva. 
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Tenth time lucky? 


FROM OUR LEVANT CORRESPONDENT 





In the week after Easter, Christian-and- 
Moslem Lebanon has attempted its own 
manner of resurrection. On April 24th 
the country’s assorted warlords agreed on 
positioning an observer force in the last 
and most troublesome sector of the green 
line separating the rival militias in Beirut. 
The 1,800-man force has been drawn 
from the armed police and retired army 
officers representing all Lebanon’s com- 
munities. In many places the buffer zone 
occupied by the observers is dangerously 
narrow because the combatants have not 
yet agreed to pull back to the full disen- 
gagement distance. Outnumbered and 
outgunned, the observers have no real 
eterrent power. They merely provide a 
Brees to the gunmen to stop shooting at 
one another but only if they really want to 
stop. 

By itself, this does not reunite Leba- 
non; it simply separates the warring mili- 
tias. But on April 25th Mr Rashid Kara- 
meh was nominated to be the next prime 
minister of what is promised to be a 
government representing all factions. For 
the moment all contending parties accept 
him. Mr Karameh, who is 67 and has 
been prime minister nine times before, is 
not an inspiring choice. He has a calm, 
dogged persistence but he is not a forceful 
personality. His main advantage and 
what distinguishes him from just about all 
other prominent Lebanese is that he is 
literally hors de combat because even in 
his home fief of Tripoli he has never run 
an armed militia. Although he has lately 






_Karameh can’t stay above the battle 
= tee 1S) 











Most people think cancer is a disease of 
rich western countries. No longer. More 
than half of the 6m people who die from 
cancer each year are in developing coun- 
tries. Cancer is now one of the big killers 
of people over five years of age in the 
third world. 

The main reason is that the poor are 
living longer than they used to. For 
example, in China life expectancy at 
birth is 61 today compared with 40 in the 
1950s. As infectious diseases such as 
smallpox and typhoid are progressively 
contained, the poor die instead from 
illnesses associated with middle- and old- 
age. 

The pattern of cancers among the 
world’s poorest people is still very differ- 
ent from that of the rich. In industria- 
lised countries people die from lung, 
intestinal and prostate cancers as a con- 
sequence of smoking, alcohol abuse and 
high fat diets. In the third world the most 
prevalent forms of cancer are those of 
the liver, mouth, oesophagus and cervix, 
each of which claims 100,000-300,000 
victims a year. These cancers are associ- 
ated with poor living conditions and 
undernourishment. 

Liver cancer in Africa, south-east Asia 
and the western Pacific is mostly the 
result of infections from hepatitis B, 
which causes jaundice. Yet about 80% of 
liver cancers could now be prevented by 
immunisation with a new hepatitis B 
vaccine. In some parts of Africa and 
Asia there are as many as 30 new cases of 
liver cancer annually per 100,000 people, 
compared with three new cases per 
100,000 in North America. And China 
accounts for over 40% of liver cancers in 
the world. It plans to start building up its 
own supplies of the vaccine for hepatitis 
B 





Mouth cancer is the commonest form 
in south-east Asia where there are some 
100,000 new cases yearly. Betel nut and 
tobacco chewing, which has been prac- 


been heavily dependent on Syrian back- 
ing, his experience and his relative isola- 
tion could make him his own man, if he 
wants to be. 

Mr Karameh’s nomination became 
possible once Lebanon’s faction leaders 
had been brought to accept the pro- 
gramme of political reforms outlined by 
President Amin Gemayel at Lebanon’s 
second “national reconciliation” confer- 
ence at Lausanne in March. This calls for 
a more equitable sharing of power be- 
tween Christians and Moslems. There 
will be much squabbling over the alloca- 
tion of ministries in the Karameh cabinet, 
but all the major figures are committed to 
take part in it. There had been talk that 
the prima donnas would stay out of the 
cabinet, giving them influence without 


When will they ever learn? 






tised for thousands of years, is thoughtto f 
be the main cause. In Latin America and — 
the Caribbean, cancer of the cervix, | 
associated with promiscuity and lack of 
personal hygiene, is the most common: f 
some 32 new cases per 100,000 of the — 

population occur every year. In Egypt 
the big scourge is bladder cancer, stem- | 
ming from bilharzia, the parasitic disease f 
which infects the intestine. : 

The World Health Organisation — 
(WHO) reckons that the third world — 
problem will get worse as the poor adopt _ 
the lifestyles of the rich and become | 
subject to western-type cancers, For ex- _ 
ample, between 1963 and 1975 the inci- — 
dence of lung cancer doubled in Shang- — 
hai. Tobacco consumption, while | 
declining in industrialised countries, is — 
increasing in the third world, and ciga- | 
rettes marketed in some countries, such — 
as India, contain more tar and nicotine — 
than those sold in industrialised coun- — 
tries. The incidence of breast and pros- 
tate cancers, linked with high fat and low — 
fibre diets, has long been higher in — 
western countries; now it is on the in- 
crease in China and Japan. 

A third of all cancers are preventable — 
and a third are curable if detected early 
enough. WHO is proposing a worldwide — 
campaign on the link between smoking | 
and cancer, which has only recently been 
acknowledged in chain-smoking China, 
for example; it will also press for reduc- — 
ing the tar content of cigarettes. An anti- 
smoking campaign, however, is bound to — 
meet resistance both from governments ~ 
which raise big revenues from tobacco- 
(63% of the world’s tobacco is produced 
in developing countries) and from west- 
ern cigarette manufacturers for whom 
developing countries are an increasingly 
important market. + 

WHO has managed to raise only $2m 
for its cancer project. Trouble is that — 
donors are not yet convinced that cancer 
is no respecter of poverty. 
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responsibility. But the Syrians prevailed 
on the Shia and Druze leaders, Mr Nabih 
Berri and Mr Walid Jumblatt, to join. — 
The Christian leaders then grudgingly 
had to do likewise. og 


Canada $ 
Here comethe 
judges 


FROM OUR CANADA CORRESPONDENT 
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Canada’s ruling Liberal party will hold a _ 
convention in June to choose a new | 
leader, who will then succeed Mr Pierre 
Trudeau as prime minister. The most 


likely choice, Mr John Turner, has been 































































lefence of. French language rights. 
w the suprême court has set June 
1th—one week before. the Liberals hold 


irectly. concern only the western prov- 
ce of Manitoba; but they may influence 
oth the Liberals’ choice of leader and 
eir chances of beating back the Conser- 
ative challenge in the approaching gen- 


French language rights were guaran- 
ed in Manitoba when it became a Cana- 
ian province in 1870, but in 1890 they 
ere abolished; by-then the. province's 
rench-speakers were already a minority, 
and today they are only 6% of the popula- 
on. The Canadian supreme court, how- 
er, ruled'in 1979 that the 1890 act had 
n invalid. 

‘the Manitoba legislature ‘in Febru- 
filibustering tactics by the Conserva- 
opposition forced Mr Howard Paw- 
ey, the province’s premier, to, abandon 
n attempt to meet the French-speakers’ 

complaints. So a French-speaking 
itoba lawyer is taking an appeal-— 
ting from the fact that he received 
nglish-language summons for speed- 
pto the supreme court. 

t Trudeau’s government has now 
pped in with both feet and initiated a 
lel. case. The court will hear both 
, and its rulings might make all the 
IS ‘which have been enacted in Manito- 
ince 1890 invalid, at least until they 
jad been re-enacted with a French-lan- 
guage version. 

_ The federal Conservatives’ leader, Mr 
xian Mulroney, is bilingual and comes 
from Quebec, where he has high hopes of 
aking electoral gains in the old Liberal 
ongholds. Those hopes were raised in 
h when Mr Turner offended many 
rals by suggesting that the Manitoba 
anguage question should be resolved by 
the province’s political processes, not by 
udges. Subsequently Mr Turner seemed 
o modify his position; but he must now 
face the prospect that the supreme court’s 
shadow will hang over the party conven- 
tion he hopes will crown him. 










ca two months ago, Mr Jonas Savimbi and 
his Unita. guerrillas -have threatened to 
pand their fight against. the Angolan 
nment f the’bush into the towns. 


eal than Mr Trudeau has shown for: 








ü about 200 miles 
south-east of the capital, Luanda, Mr 
Savimbi's men detonated 770Ib of explo- 
sives packed into a four-wheel-drive vehi- 
cle parked outside a multi-storey build- 
ing. Unita says the building housed 
military officers. The government says it 
contained Angolan and Cuban civilians 
serving as health, education and construc- 
tion workers. According to Unita, the 
late-afternoon blast killed three Russians, 
37 Cubans and more than 100 Angolan 
officers, as well as civilians employed by 
them, for a total tally of 200 dead. The 
Soviet news agency Tass said the death 
toll was 100; the Angolan government 
said 24. The Tass version, for once, is the 
likeliest. 

Mr Savimbi chose his latest target care- 
fully. Huambo is in Ovimbundu territory, 
the tribe of which he is a member and 
from which he draws most of his support. 
Not coincidentally, a Unita communiqué 
issued in London after the bombing hint- 
ed that Angolan officers sympathetic to 
the guerrillas had helped them to park the 
vehicle without arousing suspicion. 

This was the third big attack by Unita 
since the mid-February agreement by 
which South Africa agreed to withdraw 
from southern Angola in return for the 
Angolan government’s promise to stop 
helping the Swapo guerrillas who are 
trying to remove next-door Namibia from 
South Africa’s control. On March 25th 
Unita shot up the coastal town of Sumbe, 
formerly Novo Redondo. On February 
23rd it snatched 16 British, 15 Filipino 
and 46 Portuguese technicians from a 
diamond mine near Kafunfo in northern 
Angola. Some of these people were re- 
leased this week, but the rest, including 
apparently the Britons, remain hostages 
in Unita’s hands. 

Two smaller raids were made by Unita 
on April 7th at Galinda and on March 
14th at Muxima, both in Luanda prov- 
ince. The government’s ability to 
counter-attack is affected by the fact that 
some of its troops have been diverted to 
monitor South Africa’s withdrawal from 
the south of Angola, and by the apparent 
ineffectiveness of the 25,000 Cuban sol- 
diers stationed in the country. The South 
African withdrawal is behind schedule 
because, South Africa says, it needs to be 
sure that Swapo is not moving into terri- 
tory vacated by its own troops. 

The arrival in Angola of the car-bomb- 
ing technique illustrates the relative ease 
with which Mr Savimbi’s men can move 
about the country. It also illustrates Mr 
Savimbi's nervousness about recent polit- 
ical events. He is worried that he might 
be dealt out of the diplomatic card game 


being played by Angola and South Afri- . | 


ca. Since South Africa has been his prin- 


denied bis long- 


he could be 

ght goal of forcing his 
way into.a costition. government for An- 
gola. The Huambo bombing was a for- 
get-me-not message to friend and foe 
alike. 


South Africa 


The Zulus won't be 
cut up or cut out 





The imposition of Pax Pretoriana on the 
southern third of Africa has changed the 
balance of opposition politics inside 
South Africa itself. The African National 
Congress, which had been fighting apart- 
heid with bombs, has-been hard hit by 
South Africa’s agreements with Mozam- 
bique, Angola and other black states in 
the area, which'are now clamping: downy 
on ANC bases in their territories. Wit 
the ANC in confusion, the spotlight turns 
to the other main centre. of non-white 
opposition to the regime—a very differ- 
ent sort of opposition, because it believes 
in non-violent tactics. 

Zululand, more properly called Kwa- 
Zulu (Zulu Country), takes up much of 
Natal. It has a king with the splendid 
name of Goodwill Zwelethini, who reigns 
but does not govern. Power lies with the 
Zulu cabinet under Chief Buthelezi, who 
is himself of royal blood and has.been 
described as the only real black politician 
in South Africa. 

Chief Buthelezi. has resisted all at- 
tempts by the South African government | 
to set up KwaZulu as another “indepen+ 
dent” Bantustan, like those in the Trans- 
kei, Ciskei and other scattered areas. He 
would probably welcome a genuinely i in- 
dependent KwaZulu, but this is not on 
the cards; apart from its main centr: 
block, the other bits of KwaZulu ar 
dotted. around Natal in otherwise white 
areas. It would be a kingdom of frag- 
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ments. But Chief Buthelezi dismisses the 
mere Bantustans as corrupt mockeries, 
with casinos that pander to the vices of 
white South Africans. He maintains that 
his people are as South African as the 
whites of British or Dutch origin, and 
equally entitled to the same privileges, 
including the vote. 

In 1982 the South African government, 
without consulting the Zulus, announced 
that the northernmost area of KwaZulu, 
bordering on Swaziland and Mozam- 
bique, was to be ceded to Swaziland, 
giving that country access to the Indian 
Ocean. The government was presumably 
hoping to stop ANC guerrillas moving 
through this area from Mozambique into 
South Africa. It may also have had in 
mind the possibility of a compliant Swazi- 
land offering base facilities at Kozi Bay to 
the Americans, who might have accepted 
the idea if it came from an independent 

lack country rather than from South 
frica. But it is hard to avoid the thought 
that South Africa was chiefly tempted by 
the idea of cutting KwaZulu down to size. 

The idea was fought by the Zulus, who 
won their case before the supreme court 
in Bloemfontein. Only partly deterred, 
the South African government set up a 
commission to explore the matter further. 
Swaziland has put its case to the commis- 
sion; KwaZulu is about to submit its 
counter-arguments. 


The non-violent alternative 
The organisation that Chief Buthelezi has 
created for his non-violent championship 
of black rights is called Inkatha, which 
claims to have 750,000 members through- 
out South Africa. He himself is Inkatha’s 
president; its secretary is Oscar Dhlomo, 
a highly competent man who is also 
KwaZulu’s minister of education. In- 

katha is strong in Soweto, the huge native 
“aburb of Johannesburg. Each Inkatha 

ell is divided into three “brigades”, men, 
women and youth. Most of the members 
are Zulus but some come from other 
tribes—no mean feat, because although 
Zulus, Xhosas and Swazis speak much the 
same language, they have been at daggers 
drawn for centuries; and the Basuto and 
Sechuana speak different languages. 

Inkatha’s non-violence is anathema to 
the African National Congress. But the 
ANC, its links to the countries to the 
north largely cut, has no firm base in 
South Africa itself. A newly formed 
body, the United Democratic Front, may 
try to provide cover for ANC militants, 
but is unlikely to have the explosives and 
the weapons—or men willing to use 
them—for the sabotage of transformers, 
power lines and pumping stations to 
which the vast empty areas of South 
Africa stand wide open. 

The ANC has, however, had one major 
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After the cyclones, a place in the sun? 


disruptive success in KwaZulu itself. Last 
year celebrations were held in the capital, 
Ulundi, to mark the centenary of the 
reinstatement of Cetshwayo, the Zulu 
king who defeated the British. resound- 
ingly at the battle of Isandlwana in 1879 
but later that year lost to a more efficient 
British force at Ulundi. The defeated king 
was given part of his kingdom back in 
1883. As part of the centenary celebra- 
tions, Inkatha wanted to hold a rally at 
the University of Zululand. 

The trouble started when it was 
claimed that Inkatha was trying to force 
all students to join. Chief Buthelezi and 
Mr Dhlomo ought to have known that 
there would be a militant minority of 
youngsters who were not in favour of 
Inkatha’s non-violence policy. Students 
hurled stones at Buthelezi; the police 
were called in; the protesters retreated to 
the upper floors of a campus dormitory; 
arrests were made, and there were four 
deaths and many injuries. 

An inquiry was conducted by the prov- 
ince of Natal. As a result, the KwaZulu 
government has made it plain to the 
university that there is no suggestion that 
all students must join Inkatha, but those 
in receipt of government bursaries and 
intending to join government institutions 
(including teachers) will be expected to 
sign a pledge of loyalty to KwaZulu. So 
far about 90% of such students have 
complied, but there is still some unrest in 
the medical school. 

Nature is also causing trouble for Kwa- 
Zulu. Like the rest of South Africa, it has 
suffered three years of drought. On top of 
that, last January two cyclones coming 


INTERNATIONAL 





out of the Mozambique channel caused 
appalling damage in KwaZulu, Swazi- 
land, the eastern Transvaal and southern 
Mozambique. Hundreds of people were 
killed, bridges were swept away, dams 
overflowed and in many areas the top soil 
was carried away to the sea. Ulundi was 
cut off from the outside world, except for 
the helicopters that managed the journey 
in gaps between the storms. The South 
African army was commendably swift in 
rigging pontoon bridges to re-link the 
capital with the south, but these too were 
broken when the second cyclone roared. 

The cyclones may have brought disease 
in their wake. Three years ago cholera 
crept down from Tanzania through Mo- 
zambique into KwaZulu, and was fought 
off. Now the cyclones’ destruction of 
water supplies could lead to a new epi- 
demic. The stagnant pools left by the 
downpour may also be breeding grounds 
for the anopheles mosquito, which carries 
malaria. 

KwaZulu is a black area of South 
Africa that is striving, without violence, 
for a multiracial society with equal rights 
for all. Chief Buthelezi believes in work- 
ing within the system without joining it. 
South Africa’s prime minister, Mr P. W. 
Botha, has had a big foreign-policy suc- 
cess with his black neighbours, after his 
domestic success in winning the referen- 
dum that gave limited powers to the 
Indian and mixed-race coloured commu- 
nities. To those who hope for a peaceful 
solution to South Africa’s problems, the 
next step should be a serious dialogue 
with the country’s black majority. Chief 
Buthelezi and the Zulus are the key. 
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Bush extends a hand, still no Russian finger in sight 





Let's have a peace movement 


The west opened its spring arms-control 
offensive with a two-pronged drive in 
central Europe last week. On April 18th, 
Vice-President George Bush presented 
ie long-awaited American draft treaty 
~~ ü chemical weapons to the 40-nation 
Conference on Disarmament at Geneva. 
Next day the Nato allies presented new 
proposals at the Vienna talks on conven- 
tional force cuts in Europe. 

Both steps were taken partly for Amer- 
ican electoral purposes. President Rea- 
gan wants to be able to produce some 
arms-control credentials for the voters in 
November, but the Russians have walked 
out of the nuclear-weapons talks. He has 
therefore pressed for movement in the 
two main sets of negotiations that are still 
going on. But there is more to both moves 
than electioneering. 

The existing convention on chemical 
weapons merely prohibits their use. The 
treaty now proposed would ban the pro- 
duction, possession and transfer of such 
weapons, and it contains tough provisions 
for checking that it is being obeyed. 
Countries that possess chemical weapons 


THE ECONOMIST APRIL 28, 1984 
ae 






ik 


and plants for making them would have to 
submit plans for their destruction over a 
10-year period. An international inspec- 
torate would verify that the plans were 
carried out, using both automatic sensors 
and human inspectors. 

A second system, of special inspec- 
tions, is designed to check up on suspect- 
ed violations. Any military or govern- 
ment-controlled chemical plant or facility 
would be liable to inspection at any time, 
if it were challenged. To limit the number 
of challenges, only five countries (the 
United States, the Soviet Union, one 
other western state, one pro-Soviet state 
and a neutral one, the latter three to be 
elected) would be entitled to issue them. 
The idea is that these five would want to 
undergo as few visits as possible them- 
selves, and would know that if they issued 
too many challenges they would probably 
receive an uncomfortable amount of in- 
spection in return. 

The Russians have accepted the princi- 
ple of special inspections, which is the 
draft treaty’s most radical feature. But 
there are still a lot of uncertainties to be 
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cleared up. One is the definition of “gov- 
ernment-controlled”. The Russians point 
out that most American chemical fac- 
tories belong to private firms. Clearly, 
any treaty will have to define the things in 
the United States that can be inspected so 
as to correspond to what the Americans 
could inspect in Russia. Equally clearly, 
America’s friends may not all accept such 
intrusive inspections as the Americans 
apparently want. To subject private com- 
panies to visits (which would include 


product-sampling) by foreign inspectors 
could create legal difficulties in some _ 


western countries. 


The draft treaty is also unclear about 





whether non-lethal chemicals such as tear 


gas could be used in war. The treaty 


might specify some toxicity level and 


permit anything below to be used in 


war—but low-toxicity chemicals could be 
produced and put into weapons, and then 
made lethal on the battlefield merely by 
adding an extra ingredient. 


The first Soviet reaction in Geneva to _ 


the proposed treaty, seemed fairly mild. 


However, statements issued from Mos- _ 


cow a few hours later denounced the 
whole thing in language just as fierce as 
the terms the Russians had been using 
before they saw the American draft. 
Farther east, in Vienna, the proposal 
offered by Nato for cutting the two alli- 
ances’ armies looks like an earnest effort 


to break a long deadlock. One of the — 


main problems is that Nato estimates that 
the Warsaw pact has about 180,000 more 


troops in the reduction area than the 


805,000 it claims to have. 


The Russians have insisted on their — f 
figures for so long that it is now hard for 


them to move towards any worthwhile 
agreement, since that would involve ad- 


mitting that they have been fudging their 


numbers all along. To give them a way 
out, Nato has offered to exchange data 


only on combat forces, ignoring support s 


troops, and to accept ranges of numbers 


instead of precise figures. Nato is propos- 


ing a first cut of 13,000 combat men by 
Nato and 30,000 by the Warsaw pact. 

The Russians reacted strongly against 
the Nato proposal, damning it in a Pravda 


editorial. However, they face a difficult 


calculation. Arms-control progress could 
help Mr Reagan win a second term, and 
the Russians would not want to help him 
to get that. But supposing that he is going 
to win anyway, this is at least a time when 
he may be induced to make some con- 
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essions. He might get much tougher 
after being re-elected. When the two sets 
of negotiations resume a few weeks from 
now, a more considered response may 
how how the Russians think the Ameri- 


Trouble and strife 


ROM OUR PARIS CORRESPONDENT 





Like a constantly warring couple who 
cannot bring themselves to split up, 
France's ruling Socialists and their Com- 
‘Mmunist coalition partners have decided to 
truggle on with their three-year-old mar- 
riage. Both sides at least now know the 
‘size of the gap which separates them. 
Socialist leaders are tired of Commu- 
nist criticism of the government’s eco- 
nomic and industrial policy. Although the 
‘Communists have four ministers in the 
government, they hardly let a day pass 
ithout attacking President Mitterrand 
r reneging on the reflationary, job- 
serving pledges made during his elec- 
tion campaign in 1981. Each side also has 
reasons for wanting to delay a divorce. 
The earliest a separation is likely to come 
is when Mr Mitterrand reshuffles his 
‘overnment, probably in midsummer. 
r Mitterrand tried what appeared to 
“a showdown with a parliamentary 
confidence vote on April 19th. The Com- 
unists had attacked the government's 
plans to cut jobs in France’s steel indus- 
try. Mr Mitterrand and his prime minis- 
ter, Mr Pierre Mauroy, seemed finally to 
have had enough. It was time, they said, 





to “clarify” matters with their fracti 
partners. 

The previous occasion on which the 
party leaders tried to do this was in 
November last year. After their talks then, 
they put out an elastic joint statement 
which the Communist leader, Mr Georges 
Marchais, could use as evidence-—for those 
ready to ignore the obvious—that the 
government was still committed to a policy 
of growth, not austerity. 

This time Mr Mitterrand wanted some- 
thing less empty and more binding from 
the Communists. Shrewdly, as he 
thought, he avoided the provocative step 
of an ultimatum to shut up or get out. 
Instead, he hoped the confidence vote in 
the national assembly would oblige the 
Communists either to bow to the govern- 
ment or to take on themselves the respon- 
sibility for breaking up the coalition. 

But Mr Mitterrand made the choice too 
easy for Mr Marchais. Instead of focusing 
the debate on industrial policy or the steel 
plan, the government asked for a general 
vote of confidence, which it easily carried 
with Communist support, by 329 votes to 
156. The Communists can thus claim that 
they continue to support the coalition of 
the left. But they avoided having to put 
their criticisms of the government's indus- 
trial policies to the test of a vote in 
parliament. Indeed, before the vote, the 
Communists attacked these policies with 
some of their harshest comments yet. 

At factory gates the following day, they 
distributed 1m leaflets containing choice 
invective from the debate. The party’s 
main economics spokesman, Mr Philippe 
Herzog, went to the steel country of 
Lorraine to tell workers there what the 


























“government was doing wrong. The Com- 





munists believe they have established 
their right to-attack the government from 
within. This, they hope, will win them 
support with left-wing voters who oppose 
Mr Mitterrand’s policies. At the same 
time, they have partly pacified those of 
their supporters who want the Commu- 
nists to stay in the government. An opin- 
ion poll conducted in March reported that 
only 34% of Communist supporters 
would approve if the party decided to pull 
out its ministers. Paws 

Before long, the strains of double-think 
may bé too much even for France’s resil- 
ient Communists. For his part, Mr Mitter- 
rand is reluctant to be the one to provoke 
a break. This is not'from affection for his 
Communist partners. If given the chance, 
he would like to drop. them when the time 
is right. 

But, although he insists that he will not 
waver from his current economic policie 
Mr Mitterrand cannot relish the prosp 
of direct Communist opposition, which 
would come with the break-up of. the 
coalition. And the row sometimes seems 
more theatrical than real. Mr Marchais 
makes heated. speeches attacking. job 
cuts, but action by the Communist-led 
Confédération Général du Travail; 
France’s largest union federation, has 
been fairly restrained so far. Many of the 
president’s Socialist supporters still fa- 
vour the union of the left, angry though 
they are with the Communists’ behav- 
iour. For some left-wing Socialists, Com- 
munist criticism is a useful conscience 
salve. 

Strife inside the ruling coalition is hard- 
ly new in France. During the second 
period of Mr Valéry Giscard d’Estaing’s 
presidency, from 1976 to 1981, Gaullists 
under Mr Jacques Chirac were a constant 
trouble. The Socialists’ present overall, 
majority in the national assembly is not 
risk until the election in two years’ tim.. 
The greater danger for Mr Mitterrand 
may not be attacks from Mr Marchais and 
his colleagues, but the damage his toler- 
ance of them could cause to his own 
standing. The president’s “clarification” 
of relations between the Socialists and 
Communists, has left them as muddy as 
before. This has done little to improve his 
popularity—or his authority. 









Protest movements 


Losing their edge 


FROM OUR BONN CORRESPONDENT 


Western Europe’s anti-nuclear move- 
ment is suffering from boredom, or 
worse. Some 100,000-250,000 demonstra- 
tors turned out in West Germany in 
scattered Easter marches against the de- 





> i 
ployment of new Nato missiles. But, 
depending on whether one accepts the 
police’s or the organisers’ figures, this was 
only a tenth to a quarter of the number 
that took part in last October’s protests. 

Elsewhere in western Europe, anti- 
nuclear marches at Easter failed to draw 
the crowds seen last year. In Britain, 
some 50,000 supporters of the Campaign 
for Nuclear Disarmament took part in 
protests outside several dozen American 
bases, only a few of which have nuclear 
weapons. This follows a decision to switch 
CND’s target from nuclear weapons to 
the whole American military presence in 
Britain. 

In West Germany, the anti-nuclear 
demonstrations have lost much of their 
urgency now that some new missiles are 
in place. The first nine Pershing-2s were 
installed on schedule last December, and 
have now been joined by a second battery 
of nine. Concern about nuclear war has 
P- noticeably risen, which is just what 

the West German government had 
hoped. 

Committed anti-nuclear activists con- 
tinue their vigils. A handful of round-the- 
clock demonstrators block the road to the 
Mutlangen Pershing base, braving daily 
arrests and fines. They were joined by 
10,000-15,000 demonstrators at Easter (a 
record for the base), but the sting has 
gone-out of the movement. 

Other protest movements in West Ger- 
many are suffering, too. The new runway 
at Frankfurt airport opened this month, 
despite two and a half years of battles 
between protesters and police. The pro- 
testers could not prevent the clearing of 
200 hectares of woodland for the runway. 
Some 150 diehards still gather at week- 
ends to bombard the police with Molotov 
cocktails, but the decibels rise regardless 
as the airport steps up its landings and 
‘ake-offs from 55 to 70 an hour. 

Two recent court verdicts in West Ger- 
~ many have opened the way for the re- 
sumption of nuclear power plant con- 
struction, another target of many 
protesters. The building of new nuclear 
plants was more or less brought to a halt 
in the mid-1970s. But a Bavarian court 
last month decided that work on the Isar- 
2 plant could proceed. Soon afterwards, 
an appeals court in Diisseldorf rejected 
the seven-year-old attempt by a farmer, 
Mr Josef Maas, to get an injunction 
against the completion of the Kalkar fast- 
breeder. The court said that Mr Maas’s 
concern about the danger from radiation 
if there was an accident was far-fetched. 

These verdicts are likely to have sweep- 
ing consequences. Under the “convoy 
licensing” system passed by the Bundes- 
tag in 1982, any type of nuclear plant that 
receives clearance in one West German 
state is automatically cleared for any 





other state. Construction of all the half- 
finished projects can now be resumed. 

Yet another blow to West Germany’s 
once-energetic protesters is the decline of 
squatting. In West Berlin, which used to 
be a magnet for squatters, police evictions 
and legal changes to leases have reduced 
the number of buildings occupied by 
squatters from 167 to a mere two dozen 
over the past five years. 


West German armed forces 


Frauenmacht 





This is the chance West German women 
have been waiting for. From next year, 
they will be able to join the army. Be- 
tween 1,000 and 1,500 will be invited to 
step into uniform in 1985. Eventually, 
15,000 are expected to join up. 

West Germany is at the moment the 
only large Nato country that does not 
recruit women. The 70-80 currently at- 
tached to the armed forces are all doctors. 
The government now reckons it needs 
women to help offset the imminent drop 
in the supply of young men—the result of 
low birthrates in the 1960s. The birthrate 
is still dropping in most Nato countries, 
but nowhere as swiftly as in West Germa- 
ny. On current estimates the West Ger- 
man population is set to drop from 62m in 


1975 to 58m by 1990. If the trend contin- 


ues, there could be no more than 52m 
West Germans by the end of the century. 

The West German armed forces are the 
cornerstone of Nato’s conventional de- 
fence in Europe. West Germany has 
renounced all access to or control over 
nuclear weapons. Nato is stressing the 
need to increase its non-nuclear forces. 
So West Germany’s defence planners are 
anxious to maintain their maximum fight- 
ing strength. 

The defence ministry says that women 
will not be introduced into fighting units. 
If, like the Americans, the West Germans 
interpret non-combat liberally, women 
recruits could find themselves flying heli- 
copters, driving trucks or assigned to 
brigade headquarters—in other words 
doing everything but firing guns. But the 
small number of women the West Ger- 
mans expect to recruit suggests a more 
sedate role in administration, communi- 
cations and other backroom jobs. That 
will release desk-bound male colleagues 
for sterner duties. 

However, the biggest boost to man- 
power will come, not from women, but 
from the proposed extension of compul- 
sory national service for men from 15 to 
18 months, starting in 1988. This is ex- 
pected to increase by a fifth the size of the 
conscript half of the armed forces, which, 
in all, number just under half a million 


men in uniform. g 
The government also intends to look | 

harder at the 60,000 young men who each 

year escape military service on grounds of — 


Would they stop the Russians? 







disability. All this may increase the num- 
bers in uniform, but it may also raise the — 
numbers of West Germans who register _ 


as conscientious objectors and do alterna- 
tive service instead. 


Jugoslavia 





A show of muscle 
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Belgrade is on the whole an open city. 
Within limits, the authorities tolerate crit- 
icism even of a fairly vigorous kind. It was — 
all the more startling therefore when, on 

April 20th, members of the security po- 

lice arrested Mr Milovan Djilas, a former 
politburo member and vice-president of — 


Jugoslavia. He was giving a talk on the 


problems of Jugoslavia’s nationalities to 
an unofficial discussion group at the Bel- 
grade flat of a well-known journalist. ; 
After questioning the 72-year-old Mr — 
Djilas and searching his own flat not far _ 
away, the police held him for 18 hours — 
before releasing him. A day later, the — 
police arrested and briefly held a promi- 
nent lawyer, Mr Srdjan Popovic, who — 
specialises in defending dissidents. All of 


the 27 others arrested at the meeting have 


since been released, but two face trial on 


charges of spreading hostile propaganda. 


Since Mr Djilas’s expulsion from the 
Communist party in 1954 for advocating 











: Socrates would turn in his grave 


FROM OUR ATHENS CORRESPONDENT 


Athens, cradle of democracy? This 
might have been right except for those 
awkward slaves. But it was the birth- 
place of western rationalism, wasn’t it? 
Wrong again, or at least not entirely 
correct, according to an American papy- 
rologist, Mr David Jordan. Before going 
to court in late-classical Athens, wealthy 
Athenians not only hired lawyers who 
had been to the best oratory classes. 
They also practised black magic, it 
seems, in the hope of influencing the 
courts in their favour? This is Mr Jor- 
dan’s explanation of the “curse tablets” 
and voodoo dolls found in ancient graves 
in Athens. 

In the Athens of the fourth century 
BC, it was apparently the custom to take 
a small sheet of lead, about the size of a 
visiting card, scratch on it the names of 
your adversaries, roll it up, pierce it with 
a nail for good measure, and then drop it 
into a grave, preferably of a young 
person. It was commonly believed that 
the spirits of those who died young could 
not rest until they had run a full life’s 
span. This made them useful for such 
errands as making curses come true and 
confounding rivals in court. 

Archaeologists have found human fig- 
urines crudely moulded in lead, which 
they believe were also used in curses. 
These are between two and seven inches 
tall. Most of them were found inside 
small coffin-shaped boxes. Names, pre- 
sumably those of the cursemaker’s ene- 
mies, were inscribed on the boxes, or on 


the creation of a legal opposition, he has 
‘spent nine years in prison. He is not 
allowed to travel abroad or publish in his 
= Own country. His best known books, 
__ “The New Class”, an attack on the effects 
of Leninism, and “Conversations with 
Stalin”, a memoir of his time in Moscow, 
_ arẹ unobtainable in Jugoslavia. 
= This was Mr Djilas’s first attendance at 
_ the discussion group. There is little doubt 
_ that he was the prime target. The raid was 
carried out at the direct orders of Mr 
tane Dolanc, the hardline interior minis- 
er, who is soon to join Jugoslavia’s 
collective presidency. 
Why did the authorities choose to pick 
= on Mr Djilas now? The official statement 
_ from the police said that the arrests on 
pril 20th were made “‘on the ground of 
ustified suspicion that that gathering was 
rganised for the purpose of hostile activ- 
”. The authorities have plainly shown 
hemselves anxious not to allow critical 
iscussion groups to grow into a semi- 
rmal opposition. 
Their nervousness is understandable. 




















Socrates took to poison, not voodoo 


the limbs of the leaden figurines. Many 
of the 30 or so voodoo dolls discovered 
so far have their heads turned backwards 
and their hands twisted and bound be- 
hind the back. One headless and limbless 
figurine was pierced with nails. 

Evidence that the curse tablets and the 
dolls could have been related to lawsuits 
turned up on a doll from Kerameikos, 
the main Athens cemetery. The inscrip- 
tion in the doll’s coffin mentioned one 
Mnesimachos, with the phrase “and 
whoever else is a fellow-litigant or a 
witness”. Mr Jordan believes this could 
be the Mnesimachos who was a defen- 
dant in a lawsuit in which Lysias, the 
famous orator and lawyer, who died 
about 380 BC, had written the speech for 


continues to cause bitter divisions. An- 
other worry is the cost of economic re- 
trenchment. Last year, average purchas- 
ing power fell by almost 10%. As part of 
the measures agreed upon with the Inter- 
national Monetary Fund, the price freeze 
introduced last December is about to be 
lifted on more than half the goods to 
which it applied. 

Economic hardship has so far caused 
little unrest. But if there is trouble, the 
authorities do not want it to call up, as it 
did in Poland, a coherent and powerful 
opposition. 


Poland 


The real bill is 
still to come 


FROM A CORRESPONDENT IN WARSAW 


To tell communist Poland that costs and 
prices are inseparable is like a priest 
telling pupils in his parish school that 
there is, unfortunately, no such thing as 
immaculate conception. Under General 





the plaintiff. 

In 1902 British excavators in Egypt 
discovered a papyrus containing a speech 
by Lysias in a case against a man called 
Theozotides. Since this is a fairly rare 
name, there is some likelihood that he 
was the same Theozotides as the author 
of a controversial Athenian decree on 
state stipends. Mr Jordan has discovered 
the same name written on the right leg of 
one of the dolls retrieved from the grave 
of a young boy in the Kerameikos 
graveyard. 

Whoever hired Lysias against Theozo- 
tides, Mr Jordan has pointed out, would 
have been a man of influence and educa- 
tion. And, if Mr Jordan’s theory is 
correct, of deep superstition as well. 





Jaruzelski, the Polish government has 
belatedly woken up to the facts of life, 
explaining that higher prices are made 
inevitable by higher costs, and accusing 
previous governments of ignoring eco- 
nomic reality. Even so, in a country 
where up to a third of the population i: 
reckoned to be living on the poverty line, 
it is hard to abolish the vast structure of 
subsidies built up by those feckless earlier 
regimes. 

To ease the pain (or so the theory 
runs), price rises are being introduced 
one step at a time. The February “‘adjust- 
ment” of food prices sliced 3-6% off 
everybody’s real income. Now it is the 
turn of things which, in Poland, count as 
luxuries. Petrol, which is already tightly 
rationed, went up by 25% on April Ist. 
Cars, home appliances, and carpets are 
next on the list. 

The problem is that now, unlike in 
earlier days, not all price decisions are 
made by a stroke of the politburo’s pen. 
The Jaruzelski government’s economic 
reforms, by introducing an element of 
decentralisation, have to some extent 
decentralised control over prices—and 
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i media 3 are “full of stories of 
‘unpatriotic’ firms that have snatched 
< the chance to push prices up. To keep 
some sort of influence over price levels, 
the government relies on an involved 
< system of turnover taxes—zero on ‘“‘dem- 
ocratic™ items such as milk, over 100% on 
_ Cars~—and occasional direct interventions. 
-It recently blocked a price increase for 4 
“number of mass-consumption items. 











That sounds egalitarian: let the poor, at — 


_. least, be protected; let the blow fall most 
heavily on those alleged luxuries, Last 


~ month’s conference of the communist | 
party was outspoken about ‘inequality. 


But it hasn’t worked out like that: _ 
Factories told that they may not in- 


ply make up the difference on those 
“which are not controlled. Private farm- 
“ers—the bulk of the agricultural sector— 
_ recover their higher petrol costs by charg- 
ing the public more. Doctors, offering 
heir services privately because the health 
érvice is overcrowded, bump up their 
bills. It is unlikely that the state bureau- 
cracy will prove powerless to. protect 
itself. The strong, as usual, will hang on 
to their standard of living as tenaciously 
as they can. 

It may be that communist Poland can 
function properly only when the govern- 
ment is utterly consistent—when eco- 

. nomic shortages can be enforced by polit- 
ical control, when there is no 
decentralising of economic decisions, and 

: above all when the communist party has 
ho rival, however modest, to its own 
power. Allow an independent church, 
private agriculture and even fading mem- 
ories of a sovereign trade union move- 
ment and a free press, and the party’s 
ability to hold things together starts to 
collapse. That is what could be happening 
in Poland. 

The government's attempts to protect 
he poorest Poles from the consequences 

“of economic failure are not working; in 
the final account, they too will pay the 
bill. The government claims that. bill is 
merely an economic one. A great many 
Poles see a political reckoning. “They 
governed that way, let them pay”, the 
petrol station attendant said as he accept- 
ed the forged ration coupon and shared 

‘the illegal profit with his customer. 


"EEC trade 
Behind a facade 


There are few signs in the EEC or else- 
where that protectionism is easing as 
-economic recovery gets under way. Con- 
ssionary noises will be made at the 
tern economic summit in London 
om June.7th to 9th. The European 













community, America and Japan will al- 
most certainly give the go-ahead to prepa- 
rations for a new round of international 
negotiations to reduce trade barriers. But 
behind this co-operative facade, the com- 
munity and its main trading partners 
maintain trade protections and reach bi- 
lateral deals in breach of the Gatt princi- 
ples governing international trade. 

“The EEC trade deficit with Japan for 
the first two months of 1984 was $1.6 
billion, slightly lower than for the same 


period last year. The slight improvement, 


in the EEC position is due more: to 


Japanese: export moderation in trouble- 
.. some sectors (such as automobiles, motor 
» cycles and colour television seis) than to 
crease the prices of certain products sim- ~ 


any new found energy among European 
exporters. 

In an attempt to reduce the deficit 
further, the community is increasing the 


number of investigations into alleged: 


dumping of Japanese products on the 
EEC market. It has also authorised 
France to restrict imports of Japanese 
(and south-east Asian) quartz watches for 
three years. Italy has been told it can 
clamp down on imports of Japanese cars 
and motor cycles entering its territory 
through other member states. 

The commission’s president, Mr Gas- 
ton Thorn, is due to visit Tokyo on May 
9th to press the Japanese to open their 
market to EEC products. Besides seeking 
more tariff reductions, Mr Thorn will ask 
the Japanese to accept international 
norms and foreign testing procedures for 
imported goods and to liberalise the 
country’s financial and banking sectors. 

But there is growing scepticism in the 
community about the effectiveness of this 
sort of pressure on the Japanese. So the 
Ten are backing the American approach 
to increase the international role of the 
yen. That would cause it to appreciate 
against other major currencies. Some 
community experts also feel that the 
American approach of point-by-point ne- 
gotiations with the Japanese is more ef- 
fective than the EEC tactic of handing 
over a long list of items on which it wants 
concessions. But it is also a question of 
political clout and determination, for 
which the community scores a low rating 
in Tokyo. 

Trade relations between the communi- 
ty and America—particularly on agricul- 
ture—remain turbulent, despite modest 
steps by the EEC to reform its farm 
policy. The current tension arises from 
the community’s intention to impose cus- 
toms duties on all imports of corn gluten 
(an animal feed substitute) in excess of an 
annual quota of 2.9m tonnes. In 1982-83, 
the community imported 3.4m tonnes, 
95% of which came from America. The 
Americans say the issue is not negotiable, 
but have- agreed at least to talk. The 


community is- ready to offer th 
cans compensation by making trade. 
cessions elsewhere in the cereals sec 
but it has not so far suggested:what 
might be. If no agreement. is Tea 
between the two sides, then under / 
28 of Gatt the community can’ 
duties, leaving the Americans fi 
withdraw “substantially equivale 
cessions” previously accorde 
exports on the American mar 
The second flashpoint in t 
trade relations is the possible 
of American controls over th ale 
Russia of high technology with a pot 
military application. Besides the | 
ramifications of seeking to im 
ican laws outside American 
community officials fear such: c 
could impair co-operation betw 
American and EEC firms. Am 
companies tend to agree. 
Not much of this i is likely to emerg 








































































tre on how thése issues can be | 
swept under the red carpet Mrs Thatch 
will roll out for her guests. 


EEC competition 


And now the bad 
news for IBM 





The EEC commission announced 
April, 25th that it had given IBM | 
ance for its selective distribution’ syste! 
for. selling personal computers in. 
community. Such a routine  decisic 
would normally have passed unnotice 
But officials used the occasion to lea! 
news that-the commission was prepa 
to act against IBM after a four-year- 
investigation into its alleged abuse. ¢ 
dominant position in the mainframe 
puter market. E 

The gist of the competition dep 
ment’s findings is that IBM. abused 
dominant position by withholding: 
mation about interfaces for new prod 
(the equipment or software that conne 
a computer to auxiliary parts). This 
competitors, as producers of IBM-co! 
patible equipment, at an unfair di 
tage. According to EEC official 
competition commissioner; Mr Fr 
driessen, rejected compromise ‘propo 
put forward by IBM. A formal de 
against IBM is expected before the 
mer holidays, once the commission 
consulted member states. 

At one Stage during its investi 
the commission came under strong pi 
sure from the Reagan administra 
drop proceedings. The American 
department abandoned its own an 
case against IBM in January, 1982. 

























This highest honor in jour 

nalism has been awarded to 

Karen Elliott House, foreign 

editor of The Wall Street 
Journal. 

~The award was given for 
her reporting from the 
Middle East in the spring of 
1983 and, in particular, for a 
series of stories on King 
Hussein of Jordan and his 
pivotal role in President 
Reagan's abortive Middle 

East peace plan. 


THE 


PULITZER 


“Congratulations, Karen and Roy, from your friends and colleagues at | 
T he Wall Street Journal and Dow Jones. ; 









“This highest honar] in jour 


nalism has been awarded to 
Vermont Royster, columnist 
and former editor of The 
Wall Street Journal. 

The award was given for 
his weekly column, Thinking + 
Things Over, which has 
appeared in The Journal for 
the past twenty years. 

This is the second. Pulitzer 
Prize Mr. Royster has won. < 
He was awarded the honor — 
in 1953 for editorial writing. 
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The CIA becomes central 


again 


If there were any doubts remaining about 
who is running United States policy in 
Central America, they were dispelled last 
week when the Reagan administration 
rejected the appointment of Miss Nora 
Astorga, a heroine of the Sandinist revo- 
lution and deputy foreign minister of 

icaragua, as that country’s new ambas- 

dor to Washington. Mr George Shultz, 
the secretary of state, and his assistants in 
charge of Latin American policy, while 
hardly planning a grand fete in Miss 
Astorga’s honour, had urged her accep- 
tance as a means of reducing the number 
of issues in dispute with the Nicaraguans. 
But the source of Miss Astorga’s hero- 
ism—her part in the murder in 1978 of a 
general in the Nicaraguan national 
guard—was also the source of her notori- 
ety. For the general in question, Reinaldo 
Perez Vega, had been.one of the Central 
Intelligence Agency’s men in the old 
Nicaraguan regime of Anastasio Somoza, 
and when Mr William Casey, the present 
director of central intelligence, told the 
president that he must not let a terrorist 
join the diplomatic corps in Washington, 
Mr Reagan complied. 

The balance of power among those 
competing for control of American for- 

gn policy is constantly shifting. The 
«Storga incident symbolises the fact that, 
for all the elaborate procedures for dis- 
cussion within the executive branch and 
for consultation with congress, it has now 
shifted towards the CIA. The agency’s 
influence over Central American policy is 
particularly strong. 

There is a temptation to interpret the 
circumstances in a primarily personal 
way—as a sign of Mr Casey’s closeness to 
the president he served as campaign man- 
ager in 1980. It is true that this Wall Street 
entrepreneur, having survived one con- 
gressional investigation after another, has 
easy access to the Oval Office and enjoys 
a camaraderie with Mr Reagan matched 
only by Mr Edwin Meese and others who 
served with the president when he was 
governor of California. Certainly, Mr 
Casey’s personal status has enhanced the 
CIA’s role in the many briefings on 
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foreign affairs that the president receives 
every day, and this role becomes all the 
more important given the fact that Mr 
Reagan has little experience of interna- 
tional affairs. 

But there is more to it than that. Mr 
Casey’s arrival at CIA headquarters sig- 
nalled a genuine ascendance for the intel- 
ligence community after several years of 
decline. Responding to congressional 
criticism and public opinion, President 
Carter’s director of central intelligence, 
Admiral Stansfield Turner, had cut the 
CIA’s staff greatly and had followed 
orders to reduce the role of covert opera- 
tions in the agency’s business. Mr Casey, 
who had become a hero himself during 
wartime operations behind German lines 
for the Office of Strategic Services, 
promptly declared that he would put the 
CIA back into the covert business and, 
although the figures are secret, he is said 
to have presided over a percentage in- 
crease in the intelligence budget that 
makes even the growth of the Pentagon’s 
funds look modest by comparison. 

At one point Mr Casey had a plan to 
put the CIA back into domestic intelli- 
gence work—illegally—in apparent rival- 
ry with the Federal Bureau of Investiga- 
tion, but he seems to have been held back 
by bureaucratic caution if not by wise 
policymakers. One thing is clear, howev- 
er: the CIA is dominant in the field and 
has less competition now from the De- 
fence Intelligence Agency or the National 
Security Agency. The NSA is still the 
leader in communications intelligence 
(comint), but human intelligence (hu- 
mint) is firmly in the hands of the CIA, 
and it is being given more importance 
than at any time since the war in 
Vietnam. 

Still, it is not as if the CIA has returned 
to its halcyon days, in terms of freedom of 
action or public acceptance. When the 
agency restored the Shah of Iran to the 
peacock throne in 1953 and overthrew the 
left-leaning regime of Jacobo Arbenz in 
Guatemala the next year, few people 
asked questions. Indeed, the congressio- 
nal attitude of that era was exemplified by 


Casey overlooks Moynihan and Goldwater 


the late Leverett Saltonstall of Massachu- 
setts, a long-serving Republican senator, 
who observed in 1956 that he “would 


a 





rather not have” information and knowl- 


edge about the CIA activities. 

There is no such reluctance on Capitol 
Hill today, at least not officially. Both the 
senate and the house of representatives 
have, at different times, given the admin- 
istration so much criticism of its activities 
in Nicaragua—and members of the con- 
gressional intelligence committees have 
leaked so much information about them 
to the press—that they are hardly “co- 
vert? any longer. During the recent up- 
roar over the mining of Nicaraguan har- 
bours, it became obvious that the CIA 
had hardly kept its congressional over- 
seers “fully and currently informed”, as it 
is legally obliged to do. Some thought its 
dereliction worse than that. Mr Barry 


Goldwater of Arizona, the venerable Re- — 


publican chairman of the senate intelli- 
gence committee, wrote to Mr Casey, 
declaring that he was “pissed off”. Mr 
Daniel Patrick Moynihan of New York, 
the Democratic vice-chairman of the 
group, did him one better by announcing 






















































ad become a meaningless position. 
There is a certain amount of hypocrisy 
here. As some CIA officials were quick to 
point out, had members of the congres- 
= sional committees really been paying 
eful attention and asking the right 
iestions, they would have understood 

what was happening in Nicaragua and 
uld have blown the whistle, or tried to 
sO. Then it is scarcely a secret that the 
A is the primary source of money and 
supplies for the anti-Soviet resistance 
ighters in Afghanistan. Whether they are 
ing things as controversial and ques- 
nable as the CIA-supported “contras” 
_in Nicaragua is not clear, but the distance 
_ is greater and the enemy more obviously 
loathsome politically, and so nobody 
ems to complain. As for covert action in 
ther areas of the world, it is quite likely 
_ that senators and congressmen are emu- 
lating Mr Saltonstall, thus preserving for 
emselves a degree of “plausible denia- 
ility” down the road. 

It may be asked whether covert actions 
e feasible and proper any more in a 
mocratic society as restless and com- 
plex as the United States. Few of them 
- remain secret for long, and most are 
popular. Nearly 10 years ago, the sen- 
e select committee on intelligence, 
aired by Frank Church (the former 
senator from Idaho who died earlier this 
month), after extensive investigation and 
blic hearings declared that American 
vert actions around the world had 
largely been a failure, because they repre- 
= sented desperate attempts to enforce pri- 
= vately policies that had already failed 
~ publicly. In the rush of events culminating 
-in Mr Reagan’s victory (and Mr Church’s 
lefeat) in 1980, the “Church committee” 
was blamed for part of the loss of Ameri- 
ca’s high standing in the world, but its 
nings seem especially relevant now. 

is possible that the role of the CIA 
ild become an issue again in the cam- 
gn leading to the presidential election 
s November. For the moment, howev- 
the administration appears certain to 
ay the course within, perhaps even 
eyond, the limits set by congress. Mr 
Casey is unpopular on Capitol Hill and in 
the press, but he is still a favourite in the 
White House, and that counts for a lot. 























ohn Anderson 
nother day 


WASHINGTON, DC 


he exigencies of state electoral law have 
lefeated Mr John Anderson’s bid to lead 
his National Unity party into battle next 

ovember. In a speech at Yale University 
on April 26th, Mr Anderson announced 


at he would resign from what he felt ; 


= deadline beyo 


TaS 






taying at home this time 


what he likes to believe is a strategic 
withdrawal: he and his party will not 
compete in this year’s elections but will 
concentrate on a congressional assault in 
1986 and a presidential one in 1988. 

Mr Anderson, a former Republican 
congressman, won 7% of the vote as a 
presidential candidate in 1980. Nominal- 
ly, he ran for the National Unity party, 
though he was in effect an independent. 
Now he has decided that to make a 
permanent imprint on the American po- 
litical system he needs the machinery, and 
the grassroots support, of a genuine par- 
ty. He challenges the inviolability of 
America’s two-party system, arguing that 
both major parties are in thrall to their 
own special interests and that there must 
be something flawed with a process that 
throws up so many inadequate presi- 
dents. Since more than two thirds of 
American voters rate themselves as nei- 
ther Democrats nor Republicans, there 
might indeed seem to be a body of 
support for a party endorsing Mr Ander- 
son’s view of the “radical centre”. 

Maybe. But Mr Anderson either never 
knew or forgot the forbidding obstacle 
course with which most American states, 
especially the larger ones, greet a new 
political party. California, for instance, 
insisted that if the party were to take part 
in this year’s election, it had to produce 
by January 4th either 800,000 signatures 
or 80,000 newly registered or reregistered 
voters. The party, which had been for- 
mally established only a month earlier, 
spent some $75,000 in California but 
never came close to meeting the require- 
ments. In New York no party can get on 
the state’s ballot unless it has taken part 
in a governor’s election two years previ- 
ously. So far, the National Unity party 
has been able to get on to the ballot only 
in Kentucky and Utah; it also had a near- 
miss in Ohio and is challenging the legal- 
ity of that state’s refusal to extend the 


nd January. = 





Since some states do not close their 
books until August, it might still have 
been possible for the National Unity 
party to get itself accepted by 10 states, 
and thus technically to qualify for the 
$5.8m of federal money that would have 
come its way for the presidential cam- 
paign because of Mr Anderson’s showing 
in 1980. Mr Anderson decided against 
this: even if the party squeaked through 
to enough ballots, its exclusion from all 
the larger states would condemn it to a 
poor showing in November. 

Democrats, and some of Mr Ander- 
son’s own supporters (he has the core 
support of some 10,000 people, none of 
them big names, who have contributed 
money), have been urging him to hold 
back from splitting the anti-Reagan vote. 
Mr Anderson avoided drawing this con- 
clusion in his speech since it could be used 
against him in the argument that a third 
party is inevitably a spoiler. Yet he agree 
that he shares ideas and potential voter 
with Mr Gary Hart, though he shakes his 
head over the eagerness for nomination 
that is inducing Mr Hart to fudge the 
purity of some of his principles. 

Mr Anderson believes that President 
Reagan will be re-elected in November 
and argues that, dangerous though this 
may be for the world, it will be no bad 
thing for his own party’s chances. The 
electorate, says Mr Anderson, will be fed 
up with a Democratic party that proves 
unable to produce a candidate capable of 
beating Mr Reagan, and ready to turn to 
the National Unity party. But when 1988 
comes round, Mr Anderson will be 68 and 
he believes that the party should then 
choose a younger man as its candidate. 
Or so he says now. 


Jesse Jackson 


In the fold 


The Rev. Jesse Jackson has come to an 
agreement with the Democratic national 
committee that seems to put to rest the 
Democrats’ greatest fears about his mes- 
meric attraction for many black voters: 
that he might refuse to support their 
convention’s choice and launch a third 
party. According to Mr Charles Manatt, 
the committee’s chairman, who met him 
on April 23rd, Mr Jackson has now given 
an “unqualified” promise that neither he 
nor his followers will walk out of the party 
in July. Such a step might well spell the 
end of Democratic hopes to defeat Presi- 
dent Reagan. 

Even before the meeting, Mr Jackson 
had declared that he came as a healer, not 
a spoiler. He must realise that he is 
unlikely to repeat in the caucuses and 








Mighty oaks from tiny Acorns? 


The most visible sign of a rainbow in the 
Rev. Jesse Jackson’s campaign is an 
organisation called Acorn, whose mem- 
bers have provided behind-the-scenes 
support for his campaign in New En- 
gland, in parts of the south and in the 
middle west. Acorn, short for the Asso- 
ciation of Community Organisations for 
Reform Now, is a network of neighbour- 
hood groups whose black, white and 
Latino members are not well off; they 
are dishwashers, blacksmiths, carpen- 
ters, unemployed electricians, factory 
workers and small businessmen. It is 
populist in tone, drawing on the experi- 
ences of the Southern Tenant Farmers 
Union during the 1930s depression, and 
of those of the National Welfare Rights 
Organisation more recently. Both 
groups sought to win more political pow- 
er for the poor. 

Acorn’s political ideology comes from 
Saul Alinsky, the Chicago radical who 
inspired the community activism of the 
1960s and so helped shape Lyndon John- 
son’s poverty programme. Acorn was 
started by Mr Wade Rathke, who came 
to Arkansas in 1970 and remains the 
group’s chief organiser. Its membership 
runs to 60,000 families in 27 states, 
mostly in the south, along the east coast 
and in the middle west. There are chap- 
ters as far west as Arizona and Colorado, 


primaries to come the impressive scores 
he has achieved in the south and in the 
large urban states of the north-east. And 
surely he has no desire to re-elect Presi- 
dent Reagan, and be blamed for it. 

Mr Jackson exacted a price in return 
for his promise to try to avoid any con- 
frontations at the convention. He feels 
that the number of delegates to it that he 
has won (158 so far, or 7% of the total) 

1ould be increased to a figure reflecting 
—e 17% of the popular vote that he has 
won in the contests that have already 
taken place. The number he mentioned 
was 221, out of a total of nearly 4,000 
delegates. The discrepancy is caused by 
the rule in many states that a candidate 
must win 20% of the popular vote in any 
one district before he is entitled to any 
delegates from that district. 

Earlier this year, when both Mr Jack- 
son and Mr Walter Mondale’s representa- 
tives requested a change in the rule, Mr 
Manatt refused to consider it. Now he 
says that “perhaps some change is indicat- 
ed”. As for the immediate problem, Mr 
Manatt says that he will discuss with state 
party chairmen whether Mr Jackson 
could be allotted more delegates from 
those that they are to appoint at a later 
stage in the selection procedure, said to 
number 450 or more. 


ga 





WASHINGTON, DC 


with an affiliate in California. 

The group is probably best known for 
its local campaigns. In Philadelphia, for 
example, it argued that squatters should 
have the right to settle in abandoned 
housing; in the south it campaigned for 
“lifeline” utility rates—reduced rates for 
the poor and elderly. Acorn fights “red- 
lining” by banks and insurance compa- 
nies (refusals to do business in poor 
areas), opposes toxic waste dumps, 
fights cuts in social services and so on. 

In 1980 Acorn, for the first time, 
threw its energies into Democratic presi- 
dential politics, urging its members to 
register and vote in primary elections 
and caucuses. In certain states it had 
considerable influence. In Michigan, for 
example, Acorn delegates proved im- 
portant in Senator Edward Kennedy’s 
campaign. The organisation persuaded 
both President Jimmy Carter and Sena- 
tor Kennedy to commit themselves for- 
mally to the principle that poor people 
should have more of a say in the party. 
The party duly set guidelines. 

In Acorn’s view, these guidelines have 
not been much use. Rather than argue 
with the Democratic managers, it decid- 
ed to plunge into politics. Last spring it 
held caucuses in 30 states, listened to 
representatives of the different Demo- 
cratic candidates and conducted two 


Mr Jackson’s second demand was that 
the party should move more energetically 
to see that new voters were registered. 
There have been complaints from his 
supporters that blacks occupy only a 
quarter of the seats on a new committee 
to increase the number of registered vot- 
ers by 5m or more, and that most of these 
blacks are supporters of Mr Mondale 
rather than Mr Jackson. Not all blacks, 
particularly those who have won promi- 
nence, follow Mr Jackson’s lead; some 
insist that there will be more black dele- 
gates for Mondale at the convention than 
black delegates for Jackson. 

Another grievance that Mr Jackson 
wants to have satisfied is that minority 
businessmen, in his view, are not receiv- 
ing a fair share of the contracts being 
placed in connection with the convention. 
A fourth request is that all party commit- 
tees appointed between now and the 
convention should include some Jackson 
supporters. 

The fifth issue to be raised was the 
thorniest: that the party should eliminate 
election practices, particularly in the 
south, that Mr Jackson thinks discrimi- 
nate against black contenders. He is par- 
ticularly concerned about the run-offs 
required in 10 states (all but one, Oklaho- 
ma, in the old south) when no candidate 


polls of its membership. About 20,000 
members took part, and Mr Jackson 
came out first with 56% of the vote. Mr 
Mondale was second with about 35%. 
Senator Hart, then almost unknown, 
received fewer than 100 votes, fewer 
than the write-ins for President Reagan. 

With these results in hand Acorn de- 
cided to give informal backing to Mr 
Jackson and encouraged its members to 
work for him. Last year Acorn’s organ- 
isers had played a part in electing Mr 
Wilson Goode mayor of Philadelphia 
and had helped Mr Mel King in his 
unsuccessful bid to be mayor of Boston. 
This year the association’s political direc- 
tor went up to New Hampshire where, 
one month before the primary, the Jack- 
son campaign consisted of three students 
working as volunteers. An organisation 
was rapidly pulled together and bus 
loads of volunteers brought in from as 
far away as Cleveland. Similar efforts 
were made in Connecticut, Philadelphia, 
Pittsburgh and New York. In Arkansas, 
where Acorn got its start, the organisa- 
tion went all out for Mr Jackson. Now 
staff and volunteers are moving into 
Texas. 

In a campaign with little or no adver- 
tising and only a skeleton campaign staff, 
Acorn organisers can make a difference. 
In return Mr Jackson has promised to 
address the organisation’s annual con- 
vention, to be held this summer in Dal- 
las, in the midst of the Republican 
convention. 


receives 50% plus one vote. Mr Jackson 


argues that this law often deprives black — 





candidates of the prize and mentions, in _ 


particular, the case of Mr H. M. Michaux, 
who received 47% of the vote in the first 
primary in a North Carolina congressio- 


nal district, then lost in the run-off as’ 


Jackson does a deal 
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voters 02 

te left in the race. 
__ Southerners respond that the run-off, 
_in many cases, has assured the success of 
the more liberal candidate, citing moder- 
ies such as Senator Dale Bumpers and 
_ Mr Reubin Askew, both then running for 
- governor in, respectively, Arkansas and 
orida. Governor Richard Riley of 
South Carolina is another example. It is 
Mr Riley who proposes a compromise 
_ the t might satisfy Mr Jackson and avoid 
x the danger of driving whites into the 
= Republican party: a 40% plurality would 
enough to make a run-off unnecessary. 
new rule was adopted by the South 
_ Carolina state Democratic convention 
i early this month. A party committee is 
= now considering denials of voters’ rights. 


Aids 
Progress at last 
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‘oday’s discovery represents the tri- 
_umph of science over a dreaded disease.” 
So Mrs Margaret Heckler, the secretary 
9 of health and human services, had 
_ planned to say on April 23rd in announc- 
ing that Dr Robert Gallo of the National 
‘Cancer Institute had identified the 
V-3 virus as the probable cause of 
a acquired immune deficiency syndrome, 
x or Aids. In fact, Mrs Heckler had laryngi- 
; and her voice gave out before she 
ached this part of her text. Just as well. 
alk of a triumph over Aids is still 
emature. But the virus found by Dr 
allo and, as important, his ability to 
ass produce it, may indeed lead to the 
ultimate conquest of a disease that has 
imed more than 4,000 victims in the 
Inited States alone; none has recovered 
d more than 1,000 have died. 
Eang the new mass-production pro- 
, federal researchers have developed 
ood test which they say is “essentially 
100% accurate” in identifying Aids in its 
ly stages; they hope it will be available 
blood banks for screening purposes in 
out six months. Since 1981, when Aids 
as first recognised, 83 Americans, 30 of 
them haemophiliacs, have caught the dis- 
ease after receiving blood transfusions. 
Early detection of Aids may make it 
ssible for doctors to intervene to pre- 
t the syndrome from developing fully. 
But that is only a possibility and nothing 
_ that Dr Gallo and his colleagues have 
me ported suggests a successful treatment 
_ for established cases is at hand. The best 
th hey can say is that they hope to have a 
preventive vaccine ready for testing in 
about two years. 
_ A number of issues must first be sorted 
ut. Not the least is whether HTLV-3 is 



































Prevention first, cure later 


the cause of Aids or whether the cause is 
another virus, LAV, which was isolated a 
year ago by a French team under Dr Luc 
Montagnier of the Pasteur Institute in 
Paris. Dr Montagnier and Dr Gallo have 
found traces of their respective viruses in 
80-90% of the blood samples from Aids 
patients they have studied, making it 
likely that they have merely given differ- 
ent names to the same bug. Still, it will 
take at least two months to clarify the 
confusion. And with a possible Nobel 
prize at stake, there is understandable 
rivalry between the two researchers and 
their supporters. 

Also to be determined, assuming that 
HTLV-3 and LAV really are one and the 
same, is whether the virus will pass the 
test that unequivocally establishes a caus- 
al link between a given micro-organism 
and a given disease. This is to inject the 
suspect stuff into animals to see if they 
become ill. This has been done at the 
Pasteur Institute, the federal Centres for 
Disease Control in Atlanta and elsewhere 
without any of the animals yet developing 
any sign of Aids. Still, as the disease has 
an incubation period in man of at least 
nine months, it may be that scientists 
have not waited long enough. Or, as Dr 
Gallo has suggested, it could be that only 
some species of animals are susceptible to 
Aids and that the right one has not yet 
been put to the test. 

In any event, what is likely to be most 
important in the ultimate conquest of 
Aids is the discovery that both LAV 
(which stands for lymphadenopathy-asso- 
ciated virus) and HTLV-3 (human T-Cell 
lymphotropic virus type three) have prop- 
erties that place them in the same virus 
family, known as retroviruses. Like other 
viruses, they are parasites that multiply 
by using the genetic apparatus of the cells 
they infect to produce copies of them- 
selves. But their hosts are cells of a 
special kind: white blood cells called T- 
lymphocytes without which the immune 
system cannot make protective antibod- 
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Dr Montagnier and his—and there has 
been some overlap between the groups— 
believe that the death of T-cells brought 
about by retrovirus infection is funda- 
mentally implicated in causing Aids. 

The question is whether a retrovirus is 
the entire explanation for Aids or wheth- 
er other factors are involved. Because 
homosexuals, drug users, haemophiliacs 
and others who are Aids-prone often 
harbour several infections, some scien- 
tists think that a retrovirus may not be the 
real cause of Aids but merely a fellow 
traveller, a virus that needs the help of 
another to do its dirty work. 

Yet if HTLV-3 and LAV are indeed 
one, and are indeed the real culprits, will 
the blood test expected by Mrs Heckler 
actually materialise within six months? 
Maybe. As Dr Edward Brandt, who 
heads America’s Public Health Service, 
has pointed out, the United States alone 
will need to make 23m of these diagnostig 
tests a year. Even with the genetic engi- 
neering production techniques at hand, 
that is a tall order. 

As for the outlook for a vaccine, this 
too is problematical, not only because it 
would be the first vaccine against a retro- 
virus but also because safety issues will 
make it a tricky product to test. Even with 
a traditional type of virus such as the 
polio or hepatitis-B viruses, it was the 
better part of 10 years between the isola- 
tion of the organism and the production 
of a vaccine. 


Houston 


Day of re-reckoning 


HOUSTON 


Houston, which has just nudged out Phil- 
adelphia as America’s fourth-largest city — 
is finding it has more in common with thi 
other big-leaguers than it had bargainec. 
for. Since taking office in January, 1982, 
Houston’s mayor, Mrs Kathy Whitmire, 
had managed to maintain the city’s triple- 
A bond rating without raising property 
taxes, despite the recession. Now one 
prize is lost and the other will probably go 
too. 

Moody’s Investors Services has just 
downgraded Houston’s general obliga- 
tion tax bonds (those not tied to the 
support of specific services) to AA1, the 
second-highest rating. And a tax increase 
later this year now seems unavoidable. 
Mrs Whitmire blames the recession, 
which has choked off growth in both 
sales-tax revenues and new building, each 
of which has in the past helped to keep 
funds flowing into Houston’s coffers. 
Moody’s blames the city for not ensuring 
that tax revenues kept pace with the 
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expansion of services. _ 

Houston is in good company. Of Amer- 
ica’s 10 largest cities only Los Angeles 
and Dallas now have a triple-A rating 
from Moody’s; New York and Philadel- 
phia have a BAA rating, while Chicago 
does a bit better with a BAA1. 

Not all the news is bad. Standard & 
Poor’s, the other big bond-rating agency, 
still gives Houston a triple A on the basis 
of its strong economy and good long-term 
prospects. The city is slowly recovering 
from the recession. Unemployment has 
dropped back from double figures to 
around 7%, and sales-tax revenues are up 
about 9% over 1983. 

Fees for almost all services have in- 
creased since Mrs Whitmire took office— 
sewer rates have jumped almost 80% and 
water rates almost 30%. Her reluctance 
to raise property taxes, which provide less 
than half of the city’s $600m general fund 

M budget, shows good political instinct. In 
978 widespread opposition to increased 
valuations caused them to be rolled back 
to 1977 levels until 1982, when another 
valuation went into effect and a referen- 
dum was carried to limit property taxes. 

In fact, the drop in Houston’s bond 
rating could well have a greater effect 
politically than financially. It probably 
means interest rates will increase by be- 
tween one tenth and one eighth of a 
percentage point. So of Houston’s forth- 
coming bond sales of $70m, the city will 
pay only $70,000-88,000 more a year in 
interest rates. But the downgrading could 
hurt Houston’s efforts to attract new 
businesses, especially in competition with 
Dallas. 

Mrs Whitmire, a qualified public ac- 
countant who cultivates a businesslike 
image, will be unhappy to go down in 
Houston’s history as the mayor who lost 
the city’s triple-A rating. So far, though, 
her opponents have found it hard to make 
heir criticisms stick. Houston’s voters 
eem to believe that if Mrs Whitmire 
cannot control the finances, nobody can. 

Much will depend on whether Mrs 
Whitmire goes along with a talked-about 
five-cent tax increase. Last year she op- 
posed any increase but would certainly 
have been relieved if the city council had 
passed one. Now the council does not 
want the mayor to get the benefit of an 
increase without paying the political 
price; it wants to make Mrs Whitmire 
propose it herself. 

Pressure for a tax increase comes not 
just because of the new bond rating but 
because of the demands of Houston’s 
20,000 municipal employees, who have 
not had a pay rise for 23 years. Mrs 
Whitmire’s forthcoming budget will prob- 
ably include pay rises of 2-3% across the 
board. That alone will cost at least $15m, 
or about 2.5 cents in the tax rate. i 
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Harry Truman 


Foreign policy master-builder 


History has so far dealt kindly with Presi- 
dent Harry Truman, who would have 
been 100 years old on May 8th had he 
fulfilled his intention of living to that age. 
The contrast between the slight opinion in 
which he was generally held when he took 
up the presidency and the towering 
achievements which he left behind when 
he departed gave rise to the unfortunate 
notion that the office of president of the 
United States has some magical quality 
about it that enables a small man to grow 
into it and become big, or an ignoble man 
to become noble. As has since been 
amply demonstrated, nothing of the kind 
can be expected. Truman could not have 
done what he did had he not, to begin 
with, had the right stuff in him. 

His first period of office coincided with 


Throttlebottom from Missouri 


a sharp turn of the road in world politics 
and with the sudden emergence of a 
global power structure previously unseen, 
which called for a revolutionary change in 
American foreign policy. The high excite- 
ment of the Truman presidency came 
from the opening of the cold war and the 
accompanying transformation in Ameri- 
can diplomacy, which Truman presided 
over. He had with him in this strenuous 
and alarming passage a group of public 
servants of exceptional quality. Without 
them it could not have been done, no 
doubt. But it was he himself, the little 
man with the thick eyeglasses from rural 
Missouri, who led the team, directed the 
fateful change and set the new course. 
One of Mr Truman’s precepts was that 
you must always keep in mind who you 
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are and where you come from. He w. 
decidedly from Jackson County, Missou- 
ri. He was a small farmer, a wartime 
captain of artillery, an unsuccessful hab- 
erdasher, the elective administrator 
(judge) of his county and a senator fro 
Missouri. Hee 

In 1944 he was picked somewhat indif- 
ferently for the vice-presidency by Frank- 
lin Roosevelt, to whom he was not at all 
close, as the one who would do least 
damage to the president’s prospects of re- 
election to a fourth term. They won 
election, but Roosevelt died on the 8 
day of his new term, leaving Truman 
and dry. “That Throttlebottom!” ex- 
claimed one eminent public servant with — 
incredulity. brid» 

Truman was incomparably more sim- 
ple, more direct and more limited than his 
predecessor. He was the last American. 
president not to have been to college, 
though probably one of the three or four 
best-read; the last to cross Pennsylvania 
Avenue habitually on foot (usually with — 
an armful of briefcases); in the words 
his interviewer and biographer, Merle 
Miller, “the last human being to occupy — 
the White House”. As president he kept _ 
on writing home to his mother and sister 
in Independence, Missouri, telling them 
what was going on in the White House- 
and providing the 3 cent stamp himself, 
since this was not official business. 

Of all American presidents he was the 
one with the least resemblance to Han 
let. It was not unknown for him to make 
mess of something (in fact as an admi 
trator he was no great shakes), but it 
unknown for him to go on worrying ab 
a decision once he had made it. H 
mishandled Henry Wallace in 1946, when 
Wallace as secretary of commerce was” 
promoting his own foreign policy in cor 
flict with that of the secretary of s 
James Byrnes. When he realised that h 
had to dismiss Wallace he did it in a 
written note so intemperate that it ha 
be fished back and destroyed with 
magnanimous complicity of the vic 
Afterwards Truman summed it all up 
his mother in a few breezy words: “I ha 
to fire Henry today .. . Well, now 
out and the crackpots are having connip- 
tion fits.” 

Until he became president Truman 
told nothing whatever about the Manhat- 
tan Engineering District, as the atom- 
bomb project was called. Once he kne Ws 
he was quite able to appreciate how 
momentous it was. He set up the prodi- 
giously authoritative Interim Commi 
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to consider the future control of the new 


force as well as its immediate use. Later 
he backed the legislation that put the 
control of atomic energy in the civilian 
hands of the Atomic Energy 
Commission. 

. The immediate decision called for in 
July, 1945, was whether to use the bomb 
against Japan. This gave him no difficul- 
ty. The bomb had been developed for use 
in war. It offered the most efficient means 
of finishing the Japanese war. The chain 
of decisions had been long at work that 
led to Hiroshima and Nagasaki. Truman 
saw no reason to back away from the 
ghastly, conclusive deed, and once it was 
done he lost literally not a moment’s sleep 
over it. Regrets to him were a form of 
self-indulgence. 


From charm to curtness 

Truman’s presidency saw the start of the 
cold war, but it is necessary to be clear 
that the swift disintegration of the grand 


= wartime alliance was already under way 


before Roosevelt’s death in April, 1945, 
thrust Truman into the presidency. Signs 
of a hardening of the Soviet attitude to 
east-west co-operation in the postwar 
settlement started to appear soon after 


cs Stalin got back to Moscow from the 


summit conference at Yalta in February. 
The signs concerned Germany, Rumania 
and most immediately Poland; in addi- 
tion, Stalin picked an unpleasant quarrel 
with Roosevelt about the start of negotia- 
tions for a German surrender in Italy. 
Truman took over an administration that 


+ _ was already disappointed and perturbed. 





_ Truman laughed loudest 


The Soviet rulers may, nevertheless, 
have thought that the change from Roo- 
sevelt to Truman was a change for the 
worse for them. If they did, the difference 
of Truman’s style from Roosevelt’s may 
have enhanced the impression. He was 


not subtle or particularly patient, he did 
not (indeed, could not) drench a person 
in charm as Roosevelt did, or use an 
apparently pointless digression to relax a 
moment of tension. When Molotov came 
to see him 11 days after Roosevelt’s 
death, his staff briefed him to be firm, but 
he was so curt that Molotov went away in 
dudgeon. Mr Averell Harriman, who was 
there, thought Truman’s hard treatment 
of Molotov a mistake because it “gave 
Molotov an excuse to tell Stalin that the 
Roosevelt policy was being abandoned”. 
He did not think it a decisive mistake. 
Molotov at the time was on his way to the 
charter conference of the United Nations 
at San Francisco. There the rift continued 
to widen without any personal help from 
Truman. 

In May, with the war over in Europe, 
the president had to turn his attention to 
winding up Lend-Lease. This was a case 
in which a foreign-policy action was not 
merely influenced, but dictated, by do- 
mestic politics. Congress had been nag- 
ging at Roosevelt about Lend-Lease, sus- 
picious that he might be planning to use it 
for some kind of global New Deal at the 
expense of the American taxpayer (some- 
thing not unlike that did happen some 
years later). Truman probably had no 
choice but to end it, but he signed the 
order without reading the fine print, and 
the abrupt way it was done created an 
uproar. The Russians in particular 
thought themselves victims of a hostile 
act. 

It was at Potsdam, in July, that Truman 
got word of the successful atomic test at 
Alamogordo, New Mexico, and casually 
mentioned to Stalin that the United 
States had perfected “a very powerful 
explosive”. Stalin, who had probably 
heard about the Manhattan project long 
before Truman did, did not appear partic- 





ae Va ee a Oe ee ee ae ay 





ularly impressed. Yet it does seem possi- 
ble that, while the American atomic mo- 
nopoly lasted, the knowledge of it 
affected both Americans and Russians in 
a way not helpful to diplomatic under- 
standing. As for the Potsdam conference, 
Truman wrote to his mother about it: 
“You never saw such pig-headed people 
as are the Russians’’. 


A plan and a doctrine 
In the downhill slide 
of world affairs from 
the Yalta summit to 
the Korean war, the 
15 weeks in 1947 from 
February 21st to June 
5th have been singled 
out as the period in 
which American policy took its great leap 
forward. February 21st was the day on 
which the British embassy in Washington 
told the state department of the British 
government’s decision to end its aid toll 
Greece and Turkey. June Sth was the 
date of General George Marshall’s com- 
mencement address at Harvard, offering 
Europe the Marshall plan. A participant, 
Joseph Jones, reconstructing the events 
some years later in a book, “The Fifteen 
Weeks”, called them the most revolution- 
ary advance in United States’ foreign 
policy since the year of the Monroe 
doctrine, 1823. 

Central to the change was the enuncia- 
tion by the president, in his address to 
congress on March 12th, of what came to 
be known as the Truman doctrine. 

I believe that it must be the policy of the 

United States to support free peoples who 

are resisting attempted subjugation by 

armed minorities or by outside pressures. 

What the president was actually doing 
was asking for money, and for authority 
to step in with economic and military aid 
to Greece and technical military assis- 
tance to Turkey to fill the gap which hac 
opened up with the sudden. decline o. 
British power. 

On the face of it this did not require any 
statement so general or far-reaching. 
What had happened was that when Gen- 
eral Marshall, in his terse, matter-of-fact 
way, explained to the congressional lead- 
ers what was needed, the congressional 
leaders fidgeted and muttered. The prop- 
osition sounded fishy to them. They did 
not feel the need to rescue the crumbling 
British empire or the unpopular Greek 
monarchy. Dean Acheson, who was pre- 
sent as undersecretary of state, inter- 
vened, with his chief’s permission, with a 
rousing statement of the global danger in 
a situation more menacing than the world 
had seen since Rome faced Carthage. 

The Democratic party at the time had 
recently lost control of congress to the 
Republicans, and Mr Truman could get 
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nothing important through the senate 
without bipartisan support. In foreign- 
policy matters this meant the support of 
Senator Arthur Vandenberg of Michigan. 
Vandenberg had spoken early, even be- 
fore Germany was beaten, of his misgiv- 
ings about the course of Soviet conduct. 
Now he declared himself “impressed, 
even shaken” by Acheson’s sounding of 
the global alarm. He insisted that the 
request for the money and the narrow 
authority which the administration need- 
ed be accompanied by a message to 
congress, and an explanation to the 
American people, in which the grim facts 
of the larger situation should be set out. 

Acheson ‘incorporated the ‘‘Vanden- 
berg condition”, as he called it at the 
time, in his instructions to the briefing 
team. The result was a doctrine of such 
general application that men like Walter 
Lippmann and George Kennan, whose 
writings and pleadings had charged the 

ellectual climate with much of its ur- 

ncy, were startled and alarmed and 
devoted many months to arguing about 
what had gone wrong. 

If the Truman doctrine was sown by 
political accident, it took root fast be- 
cause of a convergence of challenges to 
the American consciousness which called 
for a bigger response than limited prom- 
ises of aid. Mr Kennan, startled as he was 
by the alarming scope of Truman’s prom- 
ise to the free world, nevertheless lost no 
time in spelling it out in the celebrated 
article by “X” in the summer issue of 
Foreign Affairs. This called for Soviet 
expansionism to be “contained by the 
adroit and vigilant application of counter- 
force at a series of constantly shifting 
geographical and political points”. 

This was attacked by Walter Lippmann 
as a recipe for over-expansion and for the 
recruitment and subsidising of “a hetero- 
geneous array of satellites, clients, depen- 

p- and puppets’ —an accurate descrip- 
ion of one part, though one part only, of 
what eventually happened. While later 
presidents have tried to elaborate or 
qualify, their efforts have been mostly 
transitory and the Truman doctrine, with 
Kennan’s “containment” elaboration of 
it, substantially represents American 
global policy at the present day. 

More important at the time, however, 
was the general state of collapse in Eu- 
rope, of which Britain’s decision to dump 
its Greek and Turkish responsibilities in 
the American lap was a mere side-effect. 
The team that stitched the doctrine to- 
gether in such a hurry was already at work 
on the outlines of the Marshall plan. 
Acheson delivered the first official expo- 
sition of the principles of foreign aid at a 
small college at Cleveland, Mississippi, 
on May 8, 1947. Marshall, in his custom- 
ary modest language, made the offer to 
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Pals with Marshall and Vandenberg 


Europe, at Harvard four weeks later, of 
massive American support for a pro- 
gramme of European recovery; it was 
Truman who later insisted that this pro- 
ject be known as the Marshall plan. As 
Mr. Arthur Schlesinger was to describe it 
in “The Vital Centre” two years later, 
“Our present policy for world peace has 
thus settled into the formula of recon- 
struction plus containment”, 

Some interaction inevitably took place 
between the two. The recovery pro- 
gramme required an effort to organise 
Germany or at least its western zones; the 
Russians replied to that with the blockade 
of Berlin, to which Truman replied with 
the Berlin airlift and the reinforcement of 
the American air force in Europe—an- 
other fateful step requiring bipartisan 
support. Preparatory work started that 
summer on the North Atlantic treaty, 
although the treaty was not completed 
and signed until after Truman had con- 
founded everybody by winning the presi- 
dential election of 1948, and had been 
inaugurated for his unexpected second 
term. It was in his inaugural address in 
January, 1949, that he broached the ex- 
tension of the philosophy of foreign assis- 
tance to the under-developed world. The 
ratification by the senate of the North 
Atlantic treaty in the spring of 1949 was 
practically the last gasp of bipartisanship. 


Sour grapeshot 

As it turned out, 
much of the co-opera- 
tion that Truman got 
from the Republicans 
in his first term was 
based on the general 
belief that the election 
of 1948 would see the 
end of him and that the Republicans, 
excluded from the White House for 16 











"AMERICAN SURVEY 


years, would get their turn. Truman’s 
rout of Thomas Dewey left them in a 
condition of frustration and impotent 
rage from which in some ways the party 
has still not altogether recovered. 

One form it took was the welling up of 
the already powerful anti-communist 
stream in the nation’s feelings into para- 
noia; the point about Joseph McCarthy 
was not anything original in him, it was 
the hearing he got in the country. Anoth- 
er feature was the mythology built up 
around Chiang Kai-shek (who was losing 
China at the moment Truman was elect- 
ed) and concurrently, by a curious syllo- 
gism, around the Napoleonic command- 
er-in-chief in the Far East, General 
Douglas MacArthur. 

More subtle was the reinterpretation of 
the Yalta agreement to show Roosevelt, 
and by extension his successor Truman, 
as having wantonly sacrificed the national 
lives of free peoples to Stalin’s greed for 
territory. Both the China lobby and the 
eastern European émigré groups joined 
in the attack on what most people be- 
lieved, at the time it was done, to be the 
best postwar settlement that could be got 
in the circumstances. 

Truman, with Marshall back at work to 
support him, engaged in the Korean war 
against this unpromising political back- 
ground. At the height of it, since MacAr- 
thur persisted in threatening to carry the 
war into China, he was obliged to dismiss 
MacArthur; he did it in his accustomed 
brisk, prosaic manner, to all appearances 
impervious to the uproar and fury that 
broke upon his head. “We're in for a run 
of hysteria in this country”, he said. 

From that period Truman still holds the 
Statistical record, unbroken even by Mr 
Jimmy Carter, for public unpopularity as 
reflected in the opinion polls. While a 
good part of the trouble came from the 
national political paranoia that prevailed 
in the last years of his administration and 
the first years of Eisenhower’s, that was 
not all. 

Not only had the Republicans been out 
too long, the Democrats had been in too 
long; patronage was overdone, too many 
comfortable self-serving practices had 
been established; there were congressio- 
nal investigations which revealed wrong- 
ful allocation of Reconstruction Finance 
Corporation grants of money and politi- 
cal manipulation of the tax collections. As 
scandals they have been exceeded before 
and since; still, Truman lacked the admin- 
istrative sense to put them right or the 
political showmanship that might have 
restored appearances. In domestic gov- 
ernment he made many innovations that 
the postwar era required and that have 
endured; yet it is as the layer of foreign- 
policy foundations that he is most 
remembered. 
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BRITAIN 





At least the media were having a great time 








Murderers go home 


Prompted by Good Friday’s bomb explo- 
sion at Heathrow airport, the British 
government decided on Easter Sunday to 
get tough with the Socialist People’s Liby- 
an Arab Jamahiriyah. It severed diplo- 
matic relations with Libya and ordered 
those inside Libya’s embassy or “people’s 
bureau” in St James’s Square, London, to 
leave the country within seven days. In 
the days that followed, the home secre- 
tary, Mr Leon Brittan, ordered the de- 
portation of some Libyan “students” and 
the detention of others. He made it clear 
that “only in the most exceptional circum- 
stances will Libyan nationals be admitted 
to this country” in future. 

Nobody listening to his recital in the 
house of commons on April 25th could 
imagine these measures were adequate 
recompense for the murder by machine- 
gun of WPC Yvonne Fletcher outside the 
Libyan bureau and the injuries to a dozen 
anti-Qaddafi demonstrators. Nor for the 
25 injured by the bomb in the lost luggage 
department at Heathrow airport’s termi- 
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nal two. While not explicitly blaming 
Libya, the police say that the Heathrow 
bomb resembled those aimed six weeks 
ago by Colonel Qaddafi’s thugs at Libyan 
dissidents in Britain. 

Mr Brittan was going as far as he dared. 
There was no chance of getting evidence 
against Miss Fletcher’s murderer without 
the co-operation of those inside the bu- 
reau. Such help seemed unlikely, and to 
act tougher could invite reprisals against 
the 8,000 Britons. 

The home secretary is seeking to get 
Libyans out of Britain as fast as he can. 
While the Libya mission remains sur- 
rounded by flak-jacketed police armed 
with rifles and sniper sights, two of the 
four “revolutionary students” who led 
the takeover of the mission in February 
had been expelled from Britain by 
Wednesday, one was in detention and the 
fourth was already out of the country. 
Libyans arriving at Heathrow came in for 
special treatment. More than a score were 
detained before some were grudgingly 


admitted. Even a family group—a former 
diplomat plus wife and child—was initial- 
ly refused entry before being given tem- 
porary admission. 

Should the government have dared 
more somewhat earlier? The opposition 
will forbear to press that question until 
Britain’s diplomats in Libya have re- 
turned and the Libyans in the people’s 
bureau—many without diplomatic ac- 
creditation—have departed. This process 
is due to be helped along by a three-man 
team of Libyans sent by Colonel Qaddafi 
from Tripoli on Tuesday. 

Some people in the Libyan dissident 
organisations have fewer qualms. There 
are many known enemies of the Qaddafi 
regime among the 7,000 or so Libyans in 
Britain. The British knew that all were at 
risk: two Libyan dissidents were mur- 
dered by Colonel Qaddafi’s hitmen in 
London as long ago as 1980. Surely, then, 
the authorities could have acted sooner 
against men like Mr Abdul-Qadir Bagh- 
dadi, the secretary of the student group 
which took over the Libyan mission in 
February? Mr Baghdadi was deported on 
April 24th, amid charges by the dissidents 
that he had organised the execution of 
opponents of the regime in Libya seven 
years ago and had had a similar purpose 
in Britain. 


Diplomatic niceties 

The siege of St James’s Square has been 
played out within the rule book of inter- 
national diplomacy known as the Vienna 
convention on diplomatic relations. The 
British have attempted to observe scrupu- 
lously the obligations set out by the 
convention, but on Wednesday the home 
secretary announced that the government 
would review the “adequacy, operation 
and enforceability” of the convention 
with a view to proposing changes to the 
international community. Britain has al- 
ready raised the issue with some friendly 
governments. 

The Vienna convention was drawn up 
in 1961 and ratified by 141 countries 
(including Libya). Britain ratified it in 
1964 and its provisions are enshrined in 
the Diplomatic Privileges Act. 

The convention’s 53 articles lay down 
the functions and accreditation of diplo- 
matic missions, the inviolability of diplo- 
matic premises and diplomatic bags and 
the ways in which diplomats can be re- 
moved. The Libyans have been causing 
the British foreign office considerable 
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Did the foreign office blunder’ 






Tt is-seldom possible to give Britain’s 
foreign office more criticism than it de- 
‘serves. But that may have happened 
ver the Libyan embassy crisis. 
The case against the foreign office is 
hat it should long since have forced the 
regulars of the Libyan people’s bureau 
ther to regularise their-position or get 
ut. The answer is that it asked them, got 
ttle joy—-and..had no power, short of 
losing. the people’s bureau, to force 
m to do anything. 
‘The Libyans have not sought agrément 
for an ambassador in London since 1976. 
n 1979, when their embassies here and 
eight other European capitals were 
aken over by revolutionary committees, 
he foreign office accepted the secretary- 
neral of the London committee as 
ya’s chargé d'affaires ad interim. He 
Mr Adem Kuwiri. 
February 18th of this year, a self- 
led committee of revolutionary stu- 
is—none of them accredited diplo- 
jats—took over the people’s bureau. 
n February 20th, the Libyans informed 
> British embassy in Tripoli that Mr 
-uwiri was no longer chargé d'affaires. 
Jespite repeated requests, they refused 
o give any other name until April 9th, 
vhen they named Mr Muftah Fitouri, a 











































e convention says that the head of a 
plomatic mission must be acceptable to 
e host state, an acceptability described 
diplomatic: jargon as agrément. The 
9st state is then to be notified of the 
ointment of members of the mission 
their staffs and even servants, but has 
e right at any- time, without having to 
ive reason, to reject a member of the 
ion as persona non grata or to declare 
} any member. of the staff of the 
ion is unacceptable. 

e members of the mission have full 
lomatic immunity from both criminal 
civil jurisdiction and appear on the 
d-diplomatic list. They cannot be 
ested or taken to court, or even called 
; a witness. There is a lower ‘degree of 
imunity for the administrative and tech- 
cal staffs of missions,which applies only 
yen they are carrying out their. official 
ities. Thus the chauffeur of an ambassa- 
r can claim immunity when he crashes 
‘ambassador’s car, but not when he 
shes “his own. These lower grades do 
ot. appear. in the diplomatic list. 

only are ‘the embassy premises 
le, with the local police unable to 
nless invited; so, under the com- 
tion, are*the private residences of 
e on the diplomatic list. Britain’s 
will not be entitled to enter even 
until midnight on-April 29th when 






























































diplomat already in the bureau, as acting 
secretary—and therefore, for the foreign 
office, chargé d’affaires. 

The foreign office has not had dealings 
with any of the students, but it had- no 
power to remove them. So long as the 
home office permits the person con- 
cerned to remain in Britain at all, any 
embassy is entitled to let anyone it 
pleases do what he and it choose within 
its premises. 

Even if the home office had objected 
(which would have meant knowing pre- 
cisely whom it objected to, and that-he 
was indeed inside the people’s bureau), 
how could it enforce its objection? This 
would have meant either successful pres- 
sure in Tripoli or unilateral violation of 
the Libyan premises. 

With hindsight, the government may 
wish it had taken a tougher line in 
Tripoli. Should it have broken off rela- 
tions, or threatened to do so, when it 
first got wind—and later explosive evi- 
dence—of Colonel Qaddafi’s terrorist 
actions against Libyan dissidents in Brit- 
ain in March? That voluntary. choice of a 
diplomatic crisis is easy to propose to- 
day—but how many people at the time 
foresaw that the alternative was murder 
by machine gun in St James’s Square? 







































the diplomatic immunity expires. 

Diplomatic bags (which can include 
packing cases) are under the convention 
allowed to contain “only diplomatic doc- 
uments or articles intended for official 
use”. But they cannot be “opened or 
detained”, so there is no legal way of 
preventing the smuggling of arms, explo- 
sives, drugs or people. The personal bag- 
gage of a diplomat is also “exempt from 
inspection, unless there are serious 
grounds for presuming it contains” pro- 
hibited articles, in which case it can be 
inspected in the presence of the diplomat 
or his representatives. 

Thus there will in practice be no way of 
preventing all incriminating evidence be- 
ing taken out of Britain when (if) the last 
of the Libyan diplomats depart this 
weekend. 

The Libyans may feel they have one 
legitimate complaint—that the April 17th 
demonstration by Libyan dissidents out- 
side their premises was allowed to take 
place at all. Article 22 of the convention 
states that “the receiving state is under a 
special duty to take ali appropriate steps 
to protect the premises of the mission 
against any intrusion or damage and to 
prevent any disturbance of the peace of 
the mission or impairment of its dignity”. 
Although the demonstration was certain- 
ly peaceable, until the gunman in the 
people’s bureau opened fire on it, Colo- 


Any review of the convention is liable 
to be a:slow. process. One Tory MP this 
week said that international agreement 
on.any changes would take at least a 
decade. The British government may still 
conclude that it is better to keep the 
convention intact as a safeguard for diplo- 


“ matic missions in authoritarian states and 


simply use the ultimate threat of breaking 
diplomatic relations as the penalty for 
gross abuse. Since the second world war, 
Britain has severed diplomatic relations 
with only three other countries—Alba- 
nia, Uganda and Argentina.’ 


` House prices 





Soaring—we think 


House prices.may be rising more than 
twice as fast as-prices in general. The @ 
most recent figures from the Nationwide 
Building Society say. that houses: were 
13.4% more expensive in the first quarter 
of 1984 than a year. earlier, over that 
period the retail price index rose by only — 
5:1% (see chart). If the figures are accu- 
rate, they are an Ominous indicator of 


_ future inflationary pressures. 


They may not be accurate. There is no 
officially-sanctioned index, and the vari- 
ous measures calculated by the building 
societies rarely agree. Figures for the rise 
in house prices during -1983 were in a 
range of 9%-12%, but even’ this consen- 
sus broke down with the results for 
March. The Nationwide’s index said that 
prices went up by 3.5% in the first three 
months of this year, the biggest rise since 
1979; the Abbey National’s said they 
went down by 0.5%. 

The gap for prices: in the Greater Lon- 
don: area was even bigger. The Nation- 
wide says they went up by 5%, the Abbey: 
National that they went down by 4.7%. 

This growing divergence reflects the 
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state of the mortgage market. These days, 
banks and building societies compete 
more aggressively with each other for 
business, and changing loan portfolios 
distort most of the price measures. The 
Abbey National charges a higher rate 
than the Nationwide for large loans; if it 
began, as a result, to grant fewer loans on 
expensive houses, its (unweighted) price 
index would record a slower rate of 
inflation. The Nationwide’s index is cor- 
rected to take account of such changes. 

Housebuilders are evidently satisfied 
that their prospects are improving. Ac- 
cording to the National House Building 
Council, they started 39,400 new units in 
the first quarter of this year, more than 
expected, and well on schedule to meet 
the NHBC forecast of 150,000 new starts 
for 1984 as a whole. Already, private 
housing starts in 1983 were 20% up on 
1982, reaching their highest level for 10 
years. 
Be For people other than housebuilders, 

higher house prices sound an economic 
warning. Last year’s surge in mortgage 
credit is beginning to strain the market. 
New borrowing from building societies 
increased by around 40% in 1983, rising 
to over £11 billion from £8.1 billion in 
1982. Add around £4 billion for mortgage 
lending by banks. The average Briton 
now owes these lenders over half his 
annual income, a higher ratio than at any 
time in the credit-happy 1970s. 

Until recently, as much as half of this 
massive flow of credit was leaking into 
consumer spending. Easy availability of 
mortgages meant that people could bor- 
row to liquidate some of the wealth tied 
up in their houses. Economists at the 
Bank of England have calculated the 
difference in the first half of 1983 between 
the value of new additions to the private 
housing stock and the amount of net 
mortgage lending. They estimated that 
the personal sector was withdrawing equi- 
ty from the housing market at a rate of £7 
billion a year. 

Accelerating house prices mean that 
additions to Britain’s housing stock will 
claim a larger share of mortgage credit, 
and that may briefly ease these borrow- 
ers’ contribution to the consumer boom. 
But, if much higher house prices make 
them feel richer, perhaps not for so very 
long. 


The Observer 
Tiny lays siege 


In St Andrew’s Hill, on the edge of the 
City of London, another bitter siege start- 
ed this week. This time the politics are 
African, not Arab. The firing will not be 
done with machine-guns. Mr Tiny Row- 
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Maxwell and Rowland shake hands on nothing in particular 


land, whose Lonrho conglomerate owns 
80% of The Observer newspaper drew up 
his forces to wage a war of attrition 
against his own editor, Mr Donald Trel- 
ford. The new phase follows Mr Row- 
land’s failure to force Mr Trelford to 
leave after the proprietor publicly dis- 
agreed with the editor’s reporting on the 
massacres in Zimbabwe. 

Despite a widely-publicised breakfast 
on Tuesday with the eager and ubiquitous 
Mr Robert Maxwell, to discuss his offer 
to buy Britain’s oldest Sunday newspa- 
per, Mr Rowland on Wednesday had no 
present intention of selling it. To do so 
would be to admit defeat in his struggle to 
make it toe his line on editorial policy on 
Africa and on British economic affairs. 

Mr Rowland’s policy is to ignore ap- 
proaches from Mr Maxwell, from the 
Australian owners of the Melbourne Age 
and from the Mirror group. He is likely to 
put an intense financial squeeze on The 
Observer’s management to try to force it 
to cave in, and to obtain the resignation 
of Mr Trelford. A deadline of April 30th 
has been set for the management to make 
“firm commitments” on how to stop its 
losses, reckoned to be heading for £1m in 
the year ending this October. And the 
financial infusions from Lonrho that have 
kept it going till now are to cease. 

Ever since he took over The Observer 
in 1981, Mr Rowland has been pouring in 
direct and indirect financial aid. The 
paper’s circulation has slid and its colour 
magazine advertising suffered from new 
competition, especially from the Mail on 
Sunday. Through Lonrho’s ownership of 


the Volkswagen UK car importing com- 
pany, lucrative full-page car advertise- 
ments have been fed into the paper. From 
this week these advertisements, worth 
£750,000 a year, are to be withdrawn, and 
the paper’s balance sheet will no longer 
be propped up by transfers from Lonrho. 

Mr Rowland seems to have been using 
the normally wily Mr Maxwell as a stooge 
to put the fear of the devil into the editor 
and the paper’s two managing directors. 
The publicity over the “sale” was at the 
heart of this strategy. But the unexpect- 
edly determined opposition of the paper’s 
independent directors to Mr Rowland’s 
attacks on the editor and to his sale plans 
has forced him to take tougher measures. 
He cannot sack the editor without their 
approval. 

The independent directors, who in- 
clude Sir Geoffrey Cox (formerly of Inde- 
pendent Television News) and Sir Derek 
Mitchell (a former treasury mandarin), 
have been rather limp since they were 
appointed, at the insistence of the depart- 
ment of trade, when the Lonrho takeover 
was approved. Until their meeting with 
Mr Rowland at Lonrho’s Cheapside of- 
fices on Tuesday, they looked like going 
on limping. At the meeting Mr Rowland 
launched into a vehement attack on the 
editor. He regaled the watchdogs with his 
grand visions of Africa’s future and his 
view of the awfulness of the paper's 
coverage of the continent, traditionally 
considered by those who share its views to 
be one of its strong points. Mr Rowland, 
whose wide interests in Africa depend 
largely on his good relations with whoev- 
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joment, had told the paper’s staff in 1981 
lat he was buying The Observer to close 
“the pipeline to Moscow”, which 
his description of the distinguished 
alist who was then. the paper’s Afri- 
4 correspondent. 

On Tuesday Mr Rowland also showed 
was angry about the paper’s consis- 
sntly anti-Thatcher line on economic 
olicy,a.source of irritation to the man 


apitalism”’ by another critic of Thatcher- 
m Mr Edward Heath. Mr Rowland has 
| admirer of Mrs Thatcher since a 
with her in the autumn of 1982. 
tur ally, she asked him then why his 
wspaper ‘should be the sharpest critic of 
licies among the quality press. 

aken aback by. Mr Rowland’s display 
his views, the independent directors 
lli d to apport Mr Trelford. At anoth- 


eclining classes 


Mr Arthur Scargill is summoning a de- 
pleted army to the barricades of class 
‘warfare. Between 1971 and 1981 the 
‘proportion of British men numbered in 
he “‘manual classes” fell from 62% to 
56%; and.of women from 43% to 37%. 
By contrast, the professional and white- 
collar classes (broad enough to encom- 
pass journalists as well as priests and 
iticians) rose from 23% to 29%, 
nong men, and from 17% to 22% 
among women. So, at any'rate, says the 
analysis published last week of economic 
activity in Great Britain as revealed by 
the 1981 census. 

The class shift mirrors employment 
trends. Over the 10-year period the num- 
bers working in manufacturing fell by 
: 24%; in agriculture, forestry and fishing 
-by 19%; and in energy and water sup- 
plies by 11%. By contrast, employment 
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fellow managers of the paper of Mr 
Rowland’s financial squeeze in reaction 
to this rebuff. Mr Trelford asked what the 
management of the paper could do to 
avert the financial squeeze “If I leave, 
will you lift the siege?”. The paper's 
management left the meeting with no 
answer to that. 

The journalists are considering anap- 
peal to the trade and industry secretary, 
Mr Norman Tebbit. They may argue that 
Mr Rowland’s squeeze of the paper's 
finances. will effectively breach his un- 
dertakings to maintain editorial stan- 
dards. They could find that very difficult 
to establish. The proprietor can claim, 
even if disingenuously, that his efforts are 
aimed at restoring the financial health 
which would be the best long-term guar- 
antee of the paper’s future quality. 





























rose by 27% in banking and finance and 
by 15% in public services (such as park- 
keepers) and personal services. Togeth- 
er the service groups made up 53% of the 
workforce in 1981 compared with 47% in 
1971. All these figures include those who 
are self-employed. 

In the week before the census 12% of 
the male workforce had no jobs. The 
total at work was down about 3$% on the 
1971 figure. That included 18% of con- 
struction workers. While the total num- 
ber of men in employment fell over the 
10 years from 1971 by 8.5%, the number 
of women working rose by 5%, reflect- 
ing the rise in the service sector. In 
catering, cleaning, hairdressing and per- 
sonal services women comprise 80% of 
the workforce. But many women are 
only employed part-time: 3.2m against 
5.5m in full-time employment. 








ernment. The education secretary, Sir 


Public-sector pay 
Quali ity costs 


Heads they itt Tails we lose. That is 
likely to be the reaction of many of 
Britain’s public-sector white-collar work- 
ers as the government’s pay strategy be- 
gins to unfold. Last week both the teach- 
ers and non-industrial. civil servants were 
considering their reactions to offers of 3% 
pay rises. 

Teachers’. pay is negated in the 
Burnham committee, which brings tò- 
gether the teachers’ unions, local author- 
ity employers, and the department of 
education. The department speaks for 
central government, which supplies 53% 
of local authority income through the rate 
support grant. After having settled an 
increase of 4.5% with Scottish teachers 
and college lecturers, the employers of- 
fered English teachers. only 3%- 
below what the teachers say is needed. to 
bring them into line with their position in 
the 1970s, and less than the 7.5% which 
the National Association of Schoolmas- 
ters/Union of Women Teachers (NAS/ 
UWT) has said is its “bottom line”. 

As always, the response of the teachers 
has been bedevilled by the facts that there 
are three main unions—the National 
Union of Teachers (NUT), with 230,000 
claimed members, the NAS/ 
UWT with 120,000, and the Assistant 
Masters’ and Mistresses’ Association 
(AMMA) with 90,000—and: that. they 
trust each other only marginally more 
than they trust their employers. 

The NAS/UWT has consistently. pre- 
sented itself as the heir to once fashion- 
able traditions of white-collar union mili- 
tancy. This week its conference approved 
a programme of “industrial action’— 
even teachers are nowadays insensitive 
enough not to understand the nonsense of 
that phrase—if the pay claim is not met. 
The Burnham committee meets again 
next Monday. If the employers then offer 
4.5%, and the other unions accept, the 
NAS/UWT will be able to claim that its 
brother unions have sold teachers down 
the river. It may then pick up some of the 
more radical members of the NUT, which . 
could find itself in a two-way squeeze. 

The NUT’s own conference, under 
pressure from. younger teachers, came 
close this week to preferring flat-rate 
increases to traditional percentage 
claims. If that policy is.adopted, as it 
might be next year, some of the NUT’s 
older members might be tempted to 
transfer loyalty to the AMMA. 

The 3% offer is thought to have been 
made. under pressure from central gov- 


































Keith Joseph, told the AMMA confer- 





ent unions of the. ‘industry; but, in an 
nexpected letter apologising for their 
bsence, Mr Scargill’s colleague, the gen- 


the NUM was prepared to meet the coal 
“board. any time, anywhere, to discuss the 
ndustry’s future and its problems. 

The coal board said it welcomed this 
overture since the strikes began in 
“March, and tried to fix a time and 
place. Mr Scargill’s office then declared 
t the Heathfield letter had been misin- 
srpreted by the coal board. The union 
ants the meeting to be formally part of 
he negotiating procedures in the indus- 
try. The coal board had asked for a 
consultation meeting only, but there is 
clearly ground for compromise in this 
discussion of procedures.. The coal 
‘board’s tone seems to have softened con- 
‘siderably. It now stresses, in addition to 
he possibility of delaying the rundown, 
normal local consultations can pro- 
d to settle the practicalities of which 
are, closed and which merely half- 
sed and merged. 

That is a strategy which would make 
vious sense in the run-up to a national 
allot, since it could sway votes. But the 
heffield conference appears to have 

iled out a ballot for the foreseeable 
future. So the new tone seems liable to 
ncourage Mr Scargill and his supporters. 
less, perhaps, Mr MacGregor reckons 
that there will be a miners’ ballot yet? 





pring has sprung, skinheads and assort- 
-d. yobboes have played their traditional 
easide fixtures against the police. But 
rixton kept cool, Three years ago, in the 
warm April weather, this drab south 
ndon quasi-suburb gave a passable 
mitation of a north American ghetto in a 
ge. The prophets of. ill-will, back in 
981, hailed the revolution, or, from the 
: ther political extreme yelled for forced 
repatriation of the blacks. But the trouble 
as not come back. Something seems: to 
ve gone right. 

` So it has, especially within the metro- 
po itan „police. The Brixton riots were 
a forcible protest against. stupid 
f 3 ‘They got the police lots of things 
coppers wanted—better training, 
ore: expensive equipment, some extra 
anpower. They also brought the public 
more civility from its police force. 

» Brixton itself, thanks to the concern of 
the former home secretary, Lord White- 
law, enjoys an experiment in police-com- 
munity relations at which policemen and 
local “leaders” now feel free to tell each 







































isa sticcess so far, and will be 5 copied | in 


other comparable places. 

Brixton’s drab environment has been 
slightly tidied up. A few vacant sites have 
been boarded up or turned into play- 
grounds. A few houses have been com- 
pleted, on sites that might have been let 
to rot for another decade but for the need 
to do something showy after the riots. But 
the district's economic decline continues 
unchanged, uninfluenced either by the 
riots or by attempts to make good the 
damage. Local prosperity, such as it was, 
rested on Brixton’s position as a centre 
for shopping, entertainment and small 
services for south London. Thirteen-years 
ago the new Victoria underground line 
was opened, and the customers could 
whisk in to the greater choice of the West 
End in less than 15 minutes. Marks and 
Spencer soldier on next to the railway 
arches, but local branches of several other 
national chains have closed or been left to 
decay. So have the cinemas (with one tiny 
exception), the laundries and the repair 
shops. 

Unemployment has soared, restrained 
only by the movement of people out of 
the area. Local teachers say they have 
given up the dispiriting attempt to pre- 
tend they are educating young people for 
a lifetime’s work. Unemployment in Brix- 
ton is a leisure industry, nourished by 
public funds; its cash flow is sustained not 
only by direct payments to the unem- 


ployed, but also by the related businesses | 


of social work and “race relations”, 
whose employees put significant extra 
spending power into the district’s econo- 
my. They sustain, for example, two left- 
wing bookshops, one decent restaurant 
and several pubs. 

The intelligent technique for social 
peace has been to give small. jobs to 
people who, without them, would make 
trouble, and to finance social centres and 
clubs in which the unoccupied can while 
away their time. This means discriminat- 
ing mildly in favour of black people, who 
experience the worst unemployment and 
the worst social problems; it includes in 
particular a. proliferation of subsidised 


sports centres, to match what are sup- ` 


posed to be black people's attitudes. 

The biggest of these was planned by 
Lambeth council 10 years ago, owing 
nothing to the post-riot panic. The Brix- 
ton Recreation Centre has cost an absurd 
£25m, and the money laid out during the 
delays in its completion has helped: push 
the council’s “‘overspending” through the 
roof. Between them, the two smartest 
left-wing politicians in London have 
found a way of dumping that cost on the 
central government. Mr Ted Knight, of 


Lambeth, masterminded the sale of the 
_ centre to Mr Ken Livingstone’s Greater . 





han half-of what- 
Vhen it abolishes the 
GLC, the government will presumably 
have to pick up:both the capital and the 
running costs. Certainly Lambeth won't. 
The government seems. to have forgot- 
ten that by doing away with the GLC, it 
would hand more: power to borough 
council operators like Mr Knight. Under 
him Labour has tried to sew up the black 
vote in Lambeth (four new black council- 
lors, the first for the. borough; came in-on 
the Labour ticket in May 1982). A council 
by-election in the heart of Brixton next 
month will test the success of this tactic. 
Brixton is dingy, but.itis the metropolis 
for the first British-born generation of 
people with -African ancestors, whose 
present tranquillity defies the predictions 
of three years ago. They seem to be 
settling down‘on the margin of the econo- 
my, to which their small but distinctive 
contributions are’ in the trade with t 
Caribbean in: music “ and .marijua 
(which, for the sake of. peace, the: police 
now pursue with no great diligence, pro- 
vided black people keep it to themselves, 
as they generally do). i 
If British rates of unemployment ever 
began to fall back to. the levels of the 
1960s, Brixton would doubtless become a 
normally active part of the London labour 
market. Barring that, it is likely to go on 
developing its own peculiar culture. “It’s: 
not too nice being black anywhere in 
Britain now”, said one who should know. 
“But if you have got to be,:Brixton is the 
best place. After all, even the police 
reckon it’s ours now, since the riots. Let’s 
hope we never have to do that-again. But 
we would if we had to” i 








































































~ AERJ Hoare we can construct a lease for your company fleet requirements. 
Whatever your choice of vehicle. Big or small. 
That's because we can provide every range of vehicle currently available 
in the U.K. And not only cars. Same goes for trucks. Or a mix of both. 
We deliver them, too. Anywhere in the U.K. 


And maintain them through facilities in over 4500 e @ : 
sli Even with quite 


What's more, our plans are supported 


through our extensive computer system, drawing modest Cars 


on information from a large data base Pel which ou 
fleet management information is provided on the to build 
. all fleet A as Poa global trends. we Cus mi- 4 qi 
if this sounds like the kind of service that's . 
cut out for you, simply write or telephone. the leasing 
We'll put wheels in motion x 


mesa | Service. 


-337 Poole Road, Boumemouth, Dorset BH12 1AE. Telephone: (0202) 768888. Telex: 41351 
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BUSINESS THI 


America’s fourth biggest steelmaker, 
National Intergroup, will sell half of 
its steel division to Nippon Kokan, 
Japan's second biggest steelmaker. 
Trustbusters had vetoed US Steel's 
- plan to buy all of National Steel. 


Creusot-Loire, the heavy 
engineering firm which the French 
government bailed out with $687m 
last year, asked for protection from 
‘creditors and has three months to 
sort itself out. 


IG Metall, West Germany’s largest 
union, called strike ballots in the 
areas around Stuttgart and Frankfurt 
to back demands for a 35-hour week. 


An American federal judge ruled that 
Standard Oil of Indiana was liable 
for pollution damage caused by the 
wreck of the Amoco Cadiz off the 
French coast in 1978. 


Swiss food multinational Nestlé is 
planning to buy American optical- 

products maker CooperVision for 

around $500m. 


Nigeria scrapped its old currency 
and started again with a new one. 
Up to 5,000 old naira can be cashed 
and the rest banked. The aim is to 
increase savings and hammer 

` currency smugglers. 


Corporate scorecard 


pr 
Company $m* 


Amax 


Period 


Exxon Q Mar 31 


Q Mar 31 8 


The London stockbrokers, Quilter 
Goodison, is selling 29.9% of its 


equity to Skandia, Sweden's largest 
insurance group. 


The boss of Britain's coal industry, 
lan MacGregor, suggested he might 
slow his programme for closing 
uneconomic pits—the first whiff of 
compromise since the strikes began. 


US net purchases of foreign shares (%) 
1982 total: $1-3bn 1983 total: $3-8bn 


Source. Securities industry Association 


American net purchases of foreign 
shares more than doubled to $3.8 
billion last year. Foreigners 
increased their total purchases of 
American shares by only 40%, to 
$5.4 billion. 


China will celebrate President 
Reagan’s visit by signing the biggest 
joint venture yet with a foreign 
company—a $600m deal with 
Occidental to develop the giant 


% change 
Sales oncomp 
period** $m* period** 


t 650 


Comment 


Pingshuo coal mine. China also 
said it would cut income tax on 
foreigners to 20% from 30%. ` 


Pierre Moussa, ex-chairman of- 
Paribas, the French investment 
bank, was acquitted of exchange- 
control charges. 


A Tennessee company, AFG, 
invented a mini versiono- ; 
Pilkington’s float-glass technology 
which revolutionised glassmal 

the 1970s. 


Apple Computer introduced a nev 
portable machine that will compete 
with IBM's struggling home 
computer, the PCjr. 


Rumasa’s on-the-run former boss, 
José Maria Ruiz-Mateos, was 
arrested in Frankfurt. He faces fraud 
charges in Spain. 


Britain's Barclays Bank will set 
aside £550m to pay for higher taxes- 
resulting from budget changes. 


South Korea will change its laws to 
allow foreigners to compete on 
equal terms in its capital market. 


Economic and financial indicators: 
are on pages 111-112. 


+5 Though molybdenum metal prices are recovering, the American 


company is looking to aluminium for future growth in profits. 


24,900 





+5 The increase in profits came on a 5% growth in sales at: ae : 
word. s biggest oil company, confirming the recovery in the a 
usiness. 


+6 Honda's car sales boosted profits (it is Japan's namber ve 
carmaker) but the world motorbike market (where Hond is 
number one) slumped. 
Stagnation in America’s securities markets cut the big brokera, 
group's profits to $18.6m, of which $16.1 was tax benefits. 
All the divisions of the American steel and financial-service 
group were in profit—including National Steel, now to-becomé a 
Japanese joint venture. 


Japan's four leading securities houses, of which Nomura i is 
largest, all made record profits. 
+6 Even the firm which makes the world’s top-selling drug, Tagamet 
is starting to suffer from the slowdown in the pharmaceutical 
industry. : 
Amoco's figures do not include any provision for iabilties as 
resulting from the Amoco Cadiz judgment. 
Te Even the steel business of America’s biggest steelmaker Tints 
operating profits ($4m); its energy division made $363m ; 


+9 The American chemical firm was one of the first to rationali 
petrochemical businesses. 


* Based on-local currency figures. 4 


Honda Motor Y Feb 29 +32 10,000 


Merrill Lynch Q Mar 31 


National Intergroup Q Mar 31 nil 


Nomura Securities H Mar 31 


Smithkline 
Beckman 


Q Mar 31 


Standard Oil of 
indiana 


US Stee! 


Q Mar 31 7,525 +1 


Q Mar 31 ł 4,800 





Union Carbide Q Mar 31 107 +123 2,390 


ended. H = Half-year ended. Q = Quarter ended. * Converted at average exchang same periodlastyear.. 
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Collateralized Mortgage Obligations, Series D 


$172,050,000 114% Class D-1 Bonds, to be fully paid by May 1, 1988 
$187,975,000 123% Class D-2 Bonds, to be fully paid by May 1, 1991 
$254,500,000 1254 % Class D-3 Bonds, to be fully paid by May 1, 1994 


$109,475,000 12.90% Class D-4 Bonds, to be fully paid by May 1, 2014 
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WORLD BUSINESS 


Japanese steel follows the 
carmakers to America 


If you can’t marry an American, try a 
Japanese. When United States Steel last 
month called off its plan to take over 
National Steel for $575m because of anti- 
trust objections, National’s owners, Na- 
tional Intergroup, got straight on the 
lower to Japan. They revived old talks 
6 Mr Minoru Kanao, president of 
ippon Kokan (NKK), Japan’s second 
biggest steelmaker, which had been aban- 
doned when US Steel made its bid. On 
April 24th, NKK announced in Pitts- 
burgh that it had agreed to buy 50% of 
National Steel for $292m. 

The deal, easily the biggest investment 
so far by any Japanese steel firm in an 
American one, makes sense for both 
partners. NKK can offer National fresh 
capital (to help cut its debt by $450m) and 
advanced technology; National can offer 
NKK entry into the otherwise-restricted 
American market. 

National, which is America’s fourth 
biggest steelmaker, already has modern 
plant by American standards, capable of 
producing 5.9m tonnes of crude steel a 
year. Last year it produced 4.6m tonnes— 
78% of capacity, high by current stan- 
dards. As yet, the new partners have no 

lans to build more plant, nor to ship 
emi-finished Japanese products. Instead, 
NKK plans to introduce its own continu- 
ous-casting technology (the most efficient 
way to make steel) to raise the amount of 





National Intergroup 


Sales 40 


Net profit 


| Calendar years -463, a 


81 82 





199 80 83 


Sources: Company accounts; Moody's ; Nomura Securities 
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_ Things go better with Kokan 


4:5 Sales by division 
$bn 1983 total: $3-Obn 


TOKYO AND CHICAGO 





Kanao said yes the second time 


National’s steel made by this method 
from about 70% to a level closer to 
NKK’s own 90%. The two holding com- 
panies will retain all profits from their 
joint venture for several years to finance 
such modernisation. 

Mr. Haruki Kamiya, NKK’s executive 
vice-president, reckons this modernisa- 
tion will cut National’s annual operating 
costs by about $44m. If he is right, this 
would treble National Steel’s operating 





Nippon Kokan 


i Sales 













profit—which last year was just $22m on 
sales of $2.3 billion, after a $154m loss i in 
1982. NKK will be sending five Japanese 
directors to sit on National Steel’s board, 
although it is likely to be less heavily — 
involved in line management. 

Although NKK is doing the buying, its 
own finances need sprucing up as well 
(see chart). Unlike all the big American 
steelmakers, which are staunching los: 
or making profits, NKK lost Y13.7 billi 
($60m) in the six months to Septemb 
1983, and is forecast by Nomura Securi- — 
ties to make a full-year loss of Y10 billion 
on sales of Y1.3 trillion, 14% lower than 
the previous year. 

Nippon Kokan has its eyes on the 
buoyant American market for car steel 
which, thanks to “voluntary” controls, it 
cannot exploit from Japan. Like the other p 
five big Japanese steelmakers, NKK can — 
see its markets slipping away. Japane 4 
domestic demand is slack; a little over — 
20% of NKK’s sales are to shipbuildaia ae 
which are hardly buoyant. And South | 
Korea and Taiwan are competing hard fi 
Japan’s traditional export markets in thi 
rest of Asia. 

Like other carmakers, Japanese motor= 
manufacturers are gradually shifting their 
production overseas (see box on next 
page). With them go their steel contracts. 
At the same time, the share of the Ameri- _ 
can steel market held by imports is now — 

26%, against 20% last year. So to for 
stall more voluntary import restriction 
Japanese steel’s logical move is to follo 
its customers to America. In February, | 
Nisshin Steel, Japan’s sixth largest steel- 
maker, agreed to buy 10% of Wheeling- 
Pittsburgh Steel for $17.5m. All the other — 
big Japanese steel firms are reporte 4 


ew 















































Sales by division 
1982 total: $6-3bn 





repairs 10% 



























This is not NKK’s rst stiompt. to buy 
\merican. In 1982, it tried to buy Ford’s 
e Steel plant in Detroit for $40m. It 
alled off the deal a year later because of 
position from the carworkers’ union. It 
s also had a preliminary chat with 
iser Steel. It was when the Rouge deal 
abandoned. that: National Intergroup 
t approached NKK. National’s work- 
belong to the United Steelworkers 
ion; a less troublesome lot, so` Mr 
iya expects this deal to go through. 
Mr Howard Love, the National Inter- 
roup chairman who will head the new 
mpany, says that the. appeal of a 50-50 
plit is that it gives the National group a 
hance to stay in steel. Only a few weeks 
go, though, the group seemed keen to 
ead for the fashionable world of finan- 
ial services. That would have been possi- 
le only if it could sell its steel interests. 
‘ollowing the trustbusters’ veto of US 
teel’s offer, no big American steel com- 
1y would risk a bid even if it had the 
ney for one. A 50% bid from Japan 
the best deal that National Inter- 
up could get. 


































Japanese carmakers will need plenty of 
steel in America. Joint ventures with 
< American motor manufacturers are 
_ gathering speed. 

-= America’s federal trade commission 
has now approved Toyota’s and General 
Motors’ plans to start producing jointly 
about 250,000 cars a year at GM’s plant 
at Fremont in northern California next 
year; Honda is doubling its production 
capacity in Ohio; Nissan is building 
trucks in Tennessee and may soon start 
making cars there too; Toyo Kogyo 
(Mazda) is joining up with Ford in Mexi- 
co; and Mitsubishi may soon make a deal 
= with Chrysler. 

Joint ventures are not new for Japa- 
nese car companies. ‘Tie-ups with Euro- 
pean manufacturers helped Japan’s 
"fledgling car industry off the ground in 
| the 1950s. Today, Britain’s state-owned 
BL has an agreement with Honda to 
build a replacement for the Rover (code- 
name the “XX” executive car) and 2,500 
_ Volkswagen Santana cars a month are 

already rolling off the assembly lines at 
__ Nissan’s Zama plant near Yokohama. 
The main point of American joint 
_ ventures for the Japanese, though, is to 
_avoid import barriers and to get a foot- 
hold in a difficult market. The Japanese 
bring either production know-how or 
cheap parts to such deals. 

Toyota, the cautious giant of the Japa- 
nese car industry,.is uncertain whether it 
can. transfer its sophisticated production 
_ techniques across the Pacific. So its joint 
venture with GM will leave itin control 







































-French tyres. 





Next stop Europe’s steel mills? 





Cuisine minceur for 
Michelin man 


PARIS 


As Japan’s Sumitomo Rubber swells, 
France’s Michelin deflates. On -April 
19th, ten days after the French govern- 
ment approved Sumitomo’s takeover of 
Dunlop’s French operations, Michelin 
announced that it would cut its domestic 
workforce by 10%. 

More than two thirds of the Michelin 
cuts will be at the tyre firm’s main plant at 
Clermont-Ferrand in the Auvergne, 
where Michelin is by far the largest em- 
ployer. Trade unions believe Michelin, 
France’s second biggest privately-owned 
firm, plans further redundancies as it 
rationalises itself after losses estimated to 
have totalled FFr6 billion ($750m) in 1982 
and 1983. 

Sumitomo is still smaller than Miche- 
lin. Absorbing Dunlop-France gives Su- 
mitomo only 8% of the French market, 


of the plant and product, but give it the 
benefit of GM’s sales network during the 
learning ‘period. GM hopes to use the 
venture both’ to learn the mysteries of 
small-car production, and’as an inspira- 
tion for its unions and other factories. 

Japan’s European joint ventures are 
different. For instance, when BL needed 
an extra model in a hurry to fill the 
middle of its range at the end of the 
1970s, its Austin Rover division built the 
Triumph Acclaim—in effect kit assem- 
bly licensed from Honda. The XX, how- 
ever, is being jointly designed and will be 
built in Japan and Britain at the same 
time. The flow of expertise is not all one 
way. Honda, which has never produced 
a large car, stands to gain from BL’s long 
experience with the Jaguar and Rover 
marques. 

Nissan’s joint venture with Volks- 
wagen to build Santanas is the Triumph 
Acclaim scheme in reverse. Nissan is 
assembling West German-supplied parts 
to a VW design. Volkswagen gains from 
Nissan’s low-cost operation and enjoys 
access to the Japanese and neighbouring 
Asian markets. 

Japanese-European ventures should 
develop further once the Japanese com- 
panies have exhausted their interest in 
America. Nissan's low-key effort with 
Italy's Alfa Romeo and its assembly 
plant in north-east England are only 
foot-in-the-door moves. As economies 
of scale in production fall, the emphasis 
of co-operation is likely to shift more 
towards design. 








its presence on ‘French | soil, after: taking 


over most of Dunlop's other European 


tyre operations last year, will put fresh 
pressure on Michelin to cut over-capacity 
and over-manning and to modernise old 
plant, like that at Clermont-Ferrand. 
With French car sales falling sharply, the 











Source: Company reports: 


Japanese could be tempted to'start a price 
war with Michelin and its Kléber-Co- > 
lombes subsidiary, both already squeezed 
by French price controls. ° 

The French industry ministry: wanted 
Michelin'to lead a European consortium 
to take over Dunlop-France when it filed 
for bankruptcy last. October. Michelin 
was not keen, but it put together a group 
with Italy’s Pirelli and a French bedding 
and car-seat maker, Trece. 

Its scheme would have cost the govern-@ 
ment about the same as the Sumitomo 
deal in cheap loans, tax breaks and debt 
write-offs, but would have saved only 
2,450 of Dunlop-France’s 5,600 jobs com- 
pared to 3,800 preserved under the Sumi- 


tomo offer. With redundancies cascading 


round it in the..steel, coal and motor 
industries, the Socialist govérninent opt- 
ed for the Japanese solution, to loud 
Communist applause... 

Despite its traditional reluctance to 
have anything to do with governments, 
Michelin is hoping for substantial official 
help in. achieving its job cuts through 
pensions for those retiring early and spe- 
cial payments to immigrant employees to 
go home- It wants to keep redundancies 
to a minimum, but faces the snag that it 
has already lost most of its older employ- 
eés under previous early-retirement |. 
schemes. 7 
Michelin isin ‘rouble because it ex. 

















Still learning to learn the tricks 
-Developing countries in Asia complain that the industrialised world is too 


_ Slow to teach them new technical skills and production 
unless Asia starts to make better use of foreign technology, industrial 


rocesses. But 


=- countries will continue to have an excuse for not teaching new tricks to 


} their up-and-coming rivals. 


The fast expanding economies of south- 
east Asia have had few problems import- 
ing capital, either as debt or equity, to 
help them modernise. But getting hold 
of the technology to put that capital to 
best use has been harder. Worried that 
their technology might end up lining 
pockets other than their own, firms in 
‘the industrial countries have restricted to 
_-atrickle the flow of new ideas. 
«so Where some have got through, the 
results have not always been satisfactory. 
In the Philippines, Spie-Batignolles, the 
“construction arm of France’s Schneider 
| group, is being sued for allegedly selling 
© inappropriate technology and charging 
too much for its services. The beer 
maker San Miguel says it was taken for a 
- ride in 1980 by another Schneider firm, 
Creusot-Loire, in a $250m joint-venture 
for what was meant to be a state-of-the- 
art factory to make pipe fittings. San 
Miguel claims the imported equipment 
was old and many of the moulds dated 
from the 1920s: French officials say that 
Filipino businesses are to blame for such 
problems, because they had little idea 
what to order and made little effort to 
find out. 

Experiences like that have not stopped 
new efforts, however. Britain's minister 
of information technology, Mr Kenneth 
Baker, was in Singapore during Easter 
week to see how British and Singaporean 
high-technology firms. could work“ to- 
gether. Earlier in April, America signed 
a technical agreement with Thailand; 
and in February agreed to give $1.4m to 


the Association of South East Asian 


Nations (Asean)—Indonesia, the Philip- 
pines, Thailand, Malaysia,: Singapore 
and Brunei—to ‘train 
entrepreneurs. | 

‘Its Asian neighbours regard Japan, 


though, as the most secretive industrial: 


country.” Malaysian businessmen. com- 
plain that Japanese multinationals. are 
more willing than their American coun~ 
terparts to set up joint ventures. with 
„local electronics firms; but äre less ready 
to reveal their high-tech know-how. 
n > | Asean’s own fight with Japan came to 
_, a head last December when the associa- 
-tion's science ministers went. to Tokyo to 
“discuss technology transfer. Asean was 
angry that there was nothing to show for 
it at the énd. The Thai technology minis- 
ter, Mr Damrong Lathaphipat, accused 
the Japanese of paying only lip service to 
the idea of co-operation. 
~The Japanese government's line is that 
-jt4s up to private firms to divulge propri- 
‘tary information if they want. One 








„ volved in these’ transactions. 
Malaysia to offer?” 


small-scale ; 


Japanese diplomat remarked in Kuala 
Lumpur: “There is a quid pro quo in- 
What has 


Five ways to learn 


Of the five main methods of importing 
technology, some work better in some 
countries than in others. 

@ Foreign investment is often thought 
the best way.to get expertise. That was 
the hope when Asean welcomed the 
world’s chipmakers in the. 1970s. But it 
soon learnt that packaging chips was 
child’s play. Host countries did not rea- 
lise that backward and forward integra- 
tion—such as making chips and comput- 
ers—required a technological leap that 
(with the possible exception of Singa- 
pore) was beyond them. 

So some firms in developing countries 
are exporting capital, rather than im- 
porting it, in the effort to gain access to 
the latest technology. Samsung Semicon- 


‘ductor of South Korea set up Tristar 





Semiconductor in Sunnyvale, California, 
in July, 1983, and hired 50 American and 


Korean-American engineers. National 
iron and Steel Mills of Singapore has 


‘planted $3.5m in seed money in four new 


electronics firms in Silicon Valley, and in 


. an American venture-capital fund, to 


learn more about the business. 

@ Joint ventures are often stormy mar- 
riages. In the Philippines, foreign inves- 
tors are allowed no more than 40% of 
such an enterprise, which deters them 
from revealing industrial secrets. The 
Filipino participant in one joint venture 
with Nippondenko of Japan was eased 
out of the enterprise. Nippondenko con- 
tinually changed production processes, 
which prevented local trainees from 
gaining experience. 

Some joint ventures in Singapore do 
not employ local people in their re- 
search. Tata-Elxsi,.a. collaboration be- 
tween Indians and Americans in main- 








frame computers, employs only 
expatriate researchers. But Plantek, 
biotechnology venture involving Japa 
nese, American and Indian companies, 
plans to employ locals. 3 
@ Licences have fed Japan’s technologi 
cal development, and South Ko 
following suit. In August, Samsur 
start producing memory chips using tech 
nology licensed from Micron Techno! 
ogy of America. It is reckoned that t 
out of every ten manufactu 
nies in. Singapore were. mi 
under licence in 1976, The 
says that the $200m a year 
royalty fees is too high, bu 
been able to cut the figure... 
@ Training is undertaken by-every co 
pany. worth its salt. Some: 
are reluctant to spend. too lon 
local workers if labour is scarce, 
the chances are high that thi 
ees will leave for a’better 
@ Hiring qualified fellow: 
help but Singapore for one sa 
small to lure the right ethnic 
from elsewhere. Power and pre! 
help. The head of the computer divisio 
of South Korea's Hyundai Electroni 
worked for 16 years at IBM’s headquar. 
ters in America, A former vice-president 
of the West German aircraft makers 
Messerschmitt - Bölkow - Blohm, 
Buchruddin Habibie, is now Indone: 
minister for technology. His state-owned 
aircraft firm, PT Nurtanio, has: jus 
signed a joint venture with his old firmt 
build a new kind of helicopter. 

If industrial countries are to export 
more of their know-how, Asean mustdo 
better at creating or importing the sorts 
of better educated people who can un 
derstand, and put to work, the nev 
technologies. 

Singapore has progressed farthest. A- 
committee triés to match the supply of 
graduates to future demand for skills 
Singapore is increasing the number o 
courses for engineers and computer spe 
cialists. Supply and demand may neve 
fit perfectly, but. the city-state shoul 
avoid the trap that snared Thailand 
where in the 1970s up to 40% of tech 
cal graduates were unemployed. 

If South Korea’s and Japan’s experi- 
ence is anything to go by, it is up to th 
government to identify which industries 
to upgrade. Even free-enterprise. Hong 
kong has set up government offi 
abroad to help local industrialists to fi 
new foreign technology, and at home iti 
helping to find industrial applications for 
microprocessors. The trouble is that 
some governments are picking the wrong. 
industries. Does Malaysia, with a small. 
domestic market, have any busines 
starting a car industry, or should Indone 
sia, with annual gnp per head of $530, be 
building aeroplanes? 













































































































dded a third factory to its etary 
perations. Between 1973 and 1981, 
nvested $2.3 billion. Michelin ance 
higher-than-average R&D budget to 
eep up the technological reputation the 
company has prized since it invented 
teel-belted radial tyres in 1948. 

While Michelin was spending, motor- 
sts were buying fewer and fewer tyres. 
Competitors retrenched, but Michelin 
built up huge stocks of tyres and faced 
‘mounting interest charges on its long- 
term debt (of FFr15 billion by 1982). 

If the world market was grim, the 
domestic one was worse. Government 
‘controls keep French:car-tyre prices 10- 
15% below those in other EEC countries, 
_and doméstic demand fell by 15% between 
980 and 1982. Sales of heavy-vehicle tyres 
were down 30% and of tractor tyres by 
0%; Michelin lost FFr4 billion in 1982 and 
“paid no dividend. The company says first- 
alf results in 1983 showed an improve- 
nent but industry watchers reckon that it 
lost FFr2 billion in 1983. 

_. "To get out of the red, Michelin may be 
tempted to seek salvation outside France. 
Worried workers at Clermont-Ferrand 
have noted that the firm’s American 
lants are escaping the treatment being 
pplied in the Auvergne. 


35-hour week 
Toughening up 








BONN 


West Germany’s metalworkers’ union, 
IG Metall, has stepped up its campaign 
for a 35-hour working week. In deciding 
on April 25th to hold strike ballots only in 
the country’s two main metal-working 
‘eas—northern . Baden-Wiirttemberg 
nd Hesse—the union’s. national execu- 
ve has sought the high ground straight- 
_away. Some 540,000 people are employed 
in.the metalworking industries in north- 
ern Baden-Wirttemberg, where Daim- 
ler-Benz and Porsche have big car plants, 
cand another 320,000 in Hesse, where 
‘there is a big Opel car and lorry factory. 
<o The employers have reserved the right 
‘to react to a strike, should the ballots to 
be held between May 3rd and 9th approve 
ne, by locking out workers in other 
factories in the same region. This tactic 
has been used often in the past and 
‘repeatedly upheld by the courts, so long 
_as the employers do not counter a region- 
al strike with a national lockout. 
Meanwhile, the propaganda battle goes 
on. IG Metall’s leader, Mr Hans Mayr, 
says that the union's strike fund can stand 
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anded as the world tyre market was- “a 100- day strike. F 
oing flat. Since 1975, it bas built five 
‘actories in the United States. Since 1980, . 


has opened two plants in Brazil and 





union will get the 75% majority it needs 


to call a strike. The umbrella organisation: 


for West Germany's unions, the 
Deutscher Gewerkschaftsbund, has said 
it will call “solidarity strikes” throughout 
the country. 
The employers’ association, Gesamt- 
metall, is trying to dispel the idea that a 
strike is a foregone conclusion, It says its 
latest opinion polls show that only one- 
third of workers support striking for a 35- 
hour week. Along with Daimler-Benz, 
big employers in the two regions, includ- 
ing numerous components suppliers, the 
Degussa precious-metals group and elec- 
tronics firms such as AEG and Adler, 
plan to send letters to their workers 
detailing management's offer of a more 
flexible way of working the standard 40- 
hour week. They also want to counter the 
union’s argument that cutting it to 35 
hours is the quickest way to create new 
jobs for the country’s 2.2m unemployed. 
Whether the strike vote will force the 


Amoco Cadiz 






employers to compromise must await the 





next meeting of the national leaderships 
of the two sides. That meeting could end 
in the same kind of stand-off that has 
been reached in the printing industry. 

The print union, IG Druck, has already 
authorised sporadic strikes in support of a 
35-hour week, preventing publication of 
about half the country’s newspapers on 
Friday, April 13th. IG Druck says there is 
no point in meeting again until the em- 
ployers drop their demand that the 40- 
hour week be made ‘the standard until 
1988. The employers” association retorted 
that it remains willing to talk, but that the 
40-hour work week is non-negotiable. 

Neither side in either industry has yet 
called for arbitration, and is unlikely to 
do so until there has been at least one 
more round of -strikes in the printing 
industry and ‘an initial round in the metal- 
working trades. Anyway, the government 
is in no position to arbitrate. It h 
already made it clear that it supports . 
employers’ point of view. 





Ship of fools 


That sinking feeling 
all over again 


The wrecking of the 
Amoco Cadiz on 
March 16, 1978 


Last week, a federal judge in Chicago 
reaffirmed a basic principle of maritime 
law: that, unless it results from an act of 
God, any damage that a vessel may cause 
onshore is the responsibility of the owner. 
After 12 months of legal wrangling, both 
inside and outside the courtroom, the 
judge, Mr Frank McGarr, ruled that the 
Almighty had no hand in the grounding 
and sinking of the supertanker Amoco 
Cadiz off the coast of Brittany on the 
night of March 16, 1978. 








The ship’s steering system had failed. 
The blame, said the judge, lay mainly 
with the tanker’s owner, Standard Oil of 
Indiana (better known as Amoco), and 
two of its subsidiaries, Amoco Transport 
and Amoco International Oil Company, 

“which negligently performed its duty to 
ensure that the Amoco Cadiz in general, 
and its steering gear in particular, were 
seaworthy, adequately maintained andi in 
proper repair”. 

Standard Oil of Indiana was being sued 





What merchant bank 
| has over 60 points of 
contact throughout 


the Middle East? 





Through our close association with the British them best in this area. 
Bank of the Middle East, which has over 50 branches When you come to do business in the Middle 
throughout the region, Wardley Middle East can East, contact us at our head office in Dubai, or 
provide the full range of services you would expect ofa through any of the branches of the British Bank of the 
leading merchant bank. Middle East. 


As part of Wardley Limited, a leading force in 
Asian corporate banking, anda wholly owned DUBAI 
subsidiary of the Hongkong Bank Group, with assets in 
excess of US $58 billion, we have the essential resources <=> 
to back our customers. member: Hongkong Bank group 
And with over 90 years experience of finance in Head Office: P.O. Box 4604, Deira, Dubai, U.A.E. 
the Middle East to draw on, we know how to help Telex: 45806 Wardub EM. Telephone: 221126/7/8/9. 


WARDLEY MIDDLE EAST LIMITEL 











‘HEPWORTH CERAMIC HOLDINGS 


Turnover up 13°3% 
Pre-tax profits up 36:2% 
Dividends — up 12:5% 


Earnings per share up 2 5-9% 


“... The introduction over the years of modern and highly automated production 
techniques, coupled with a continuing drive on research and development, have - 
so far only just begun to have a direct effect on profitability; the benefits to come 
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will increase year by year.” 
Peter Goodall, CBE, TD: Chairman 


Results in brief 
(Year ended 31st December) 1983 1982 
£000 £000 


Turnover. (838,634 298,803 
Profit beforetax = 33,516 24,605 
Dividends. ae 9,914 8,812 








Earnings pershare «i239 9.84p 


Salient points from the Chairman’s Statement 
X Increase in profitability runs right across the Group. 
x Upturn in UK, which was only small, had a very beneficial effect 
on results. 
* A substantial improvement in US over 1982. 
* Big increase on last year’s capital commitments, mainly investments 
in updated, automated plant for low-cost production. 


The Annual General Meeting of Hepworth Ceramic Holdings PLC will be held on May 9 in London. 
Copies of the Report and Accounts can be obtained from the Secretary, Genefax House, Tapton Park Road, Sheffield S10 3F 7. 


- Leaders in clayware, refractories, industrial sands and minerals, and 
prominentin plastics, foundry resins, engineering, etc. 





for eee | in its home city of C ago 
by the French government (which spent 
$95m mopping up the mess on the beach- 
es), Brittany’s municipalities, local hote- 
liers, fishermen and others who claimed 
to be out of pocket because of the calami- 
ty. Soon after the 230,000-tonne super- 
tanker went aground in gale-force weath- 
er, the sea broke the ship’s back. Out 
spewed 68m gallons of crude oil, which 
polluted 130 miles of the white-sand 
coastline, formed an oil slick 18 miles 
wide. and annihilated marine life. For 
Brittany’s tourist and fishing industry, 
1978 was a disaster. 

Standard Oil of Indiana used every 
legal trick it knew to dodge total liability. 
Its central defence was that liability (if 
any were proved) rested with Amoco 
Transport, the Liberian-registered owner 
of the Amoco Cadiz. It also argued that 
compensation should be limited under 

e so-called convention on civil liability 

Be: oil-pollution damage. 

This convention began life as a volun- 
tary agreement between shipping nations, 
drawn up after the Torrey Canyon broke 
up off the English coast in 1967; many 
signatories subsequently enshrined the 
convention in legislation. It limits the 
liability of the ship’s registered owner for 
oil-pollution damage to $142 for every 
deadweight tonne of the ship’s capacity, 
up to a maximum of $15m. 

Liberia has passed the convention into 
law but America has not, and Mr McGarr 
tossed the argument out of court. Even if 
the convention had been applicable, he 
ruled, it was not the exclusive remedy 
available to injured parties. Plaintiffs 
would still be free to sue Standard Oil of 
Indiana in America because the oil com- 
pany had acted “‘in privity”—legal jargon 
for participating in the acts which led to 
the damage. For instance, during the gale 

ix years ago, the Amoco Cadiz’s captain 
ps in constant radio contact with Chica- 
go, from where he received instructions— 
even to the point of being ordered to 
haggle with the West German tug-boat 
captain over towing charges. 

As second-line defences, Standard Oil 
of Indiana tried to put the blame for the 
spillage on the German tug-boat compa- 
ny, which attempted to haul the crippled 
tanker into port; it accused the French of 
shilly-shallying during the clean-up oper- 
ation; it raised the point that the Ameri- 
can Bureau of Shipping (ABS), a trade 
organisation for shipowners and ship- 
builders, had classified the Amoco Cadiz, 
implying that the ABS thought that the 
tub was seaworthy. The oil company also 
argued that the shipbuilders, Spain’s As- 
tilleros Españoles, was partly to blame 
because of the ship’s faulty design and 
construction. Judge McGarr hinted that 
a Oil of Indiana might look again 
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at the ABS’s role in the affair. But only 
on the last point did he fully agree—that 
the oil company has a case against the 
Spanish shipbuilder. Bull, said the 
Spaniards. 

Standard Oil of Indiana is considering 
an appeal and may even take the case to 
the Supreme Court. On May 31st the 
Chicago court reconvenes to assess dam- 
ages. How big will they be? Certainly 
nowhere near the $2 billion-3 billion 
bandied about by some lawyers on the 
fringes of the case. One of the plaintiffs’ 
own lawyers puts the damages at a maxi- 
mum of $400m. 

Standard Oil of Indiana could stomach 
that. This week it reported first-quarter 
earnings in 1984 of $594m. But it could 
face other claims: Petroleum Insurance, a 
Bermuda-based outfit that shelled out 
$24m to Royal Dutch/Shell, which owned 
the cargo of oil, is seeking damages 
plus interest from Standard Oil of 
Indiana. 


Personal computers 


Apple repolished 


Apple Computer’s introduction on April 
24th of a portable personal computer 
marks. another stage in the reversal of 
fortunes between Apple and IBM. When 
IBM rolled effortlessly through Ameri- 
ca’s personal computer market in 1983, 
the only question seemed to be how soon 
it would come to dominate small ma- 
chines as completely as it did big ones. 
Apple, a Silicon Valley legend that rose 
from nothing in 1977 to sales of more than 
$1 billion last year, was hurt badly. It lost 
market share; its Lisa computer flopped; 
and its share price fell by two thirds. 
Today, life is again looking up for Mr 
Steve Jobs, Apple’s co-founder and chair- 
man. His company’s workhorse, the Ap- 
ple Ile, is still selling at a rate of 60,000 a 
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month. Some 110,000 were sold last 
cember, just after IBM announced 

did not start shipping, its home compu ; 
the PCjr. The Macintosh personal com- 
puter unveiled in January has been well - 
received. Apple has already sold 70,000 
Macintoshes and should sell 300,000 by — 
the end of this year; around 100 software 2 
houses are said to be writing programmes 
for it. 

The portable computer that Ay ppl 
launched this week is called the IIc. I 
weighs 73lb and, Apple says, will 
more than 90% of the software p 
grammes already available for the Ie. Its 
price tag is $1,300. The company w 
continue to push the popular, though less — 
advanced, Ile machine: when it intro- 
duced the IIc, Apple also announced that — 
the suggested retail price of its older 
cousin would be cut in half to $900. —— 

All this will mean even more trouble 
for IBM’s PCjr, which was off to a bad 
start anyway. The PCjr was intended as — 
an up-market home computer. But it has 
proved unpopular because of its peculiar 
keyboard and stunted power—IBM ap- 
parently wanted to ensure that the small- a 
er machine could not compete with its — 
personal computer, the PC. IBM will not _ 
find it easy to compete with Apple IIc and — 
Ile for the serious (ie, non-games-play- 
ing) home-computer market. 

IBM is, of course, hardly reeling. It will 
probably ship 2m PCs this year, and could P 
sell even more if the microprocessor chip 
the PC uses were available in lar; 
quantities. IBM has barely started spe 
ing its advertising money for the PCjr a 
there is talk that it may be about to give g 
the machine a new keyboard. 

Much of the credit for Apple’s ret 
goes to Mr John Sculley, who le 
siCo a year ago to become Apple’s pre 
dent. Mr Sculley reorganised / 
management and straightened out 
fused product lines. He gave up tryi 
compete with IBM for big corporate 
















































lls a consumer r marketing company. | 


has been successful in cultivating 

















asingly leery of IBM’s intentions 
‘ds them, and in selling Macintosh to 







deeper strategic decision seems to be 
aying off as well. IBM’s success led most 
nal-computer companies to con- 
de that they had to make their ma- 
nes IBM-compatible. That is still the 
ailing (and for small companies prob- 
bly right) view. But Apple has refused to 
jake, IBM-compatible machines, relying 
better technology to compete with 












This approach is unlikely to take Apple 

y far with big corporate customers. 
happens in the rest (and largest 
rt); of the personal-computer market 
ains to be seen. But with the recep- 
1 given to the Macintosh and the 
ssful introduction of the IIc, Apple 
as cleared a hurdle that many people a 
ago thought would trip it up. 
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KUALA LUMPUR 


hin three days this week, Sime Darby, 
Aalaysia’s biggest industrial group, an- 
nced that: 
) Its tractor division had won a sole 
ency to sell an articulated dumptruck in 
laysia, Singapore and Brunei. 
) Its housing division was to develop a 
'20-hectare site on the edge of Malaysia’s 
al, Kuala Lumpur. 
Another subsidiary had set up a joint 
to make specially designed mar- 
atories for the Middle East. 
ne Darby has spent a dozen years 
rsifying from plantations and trading 
to everything from insurance to. paper- 
ton making. Yet it is still unsure where 
s going. It says it wants to invest in 
anufacturing. When asked in what in- 
tries, the group’s chief executive, 
ku Ahmad Yahaya, shrugs his shoul- 
ers and says: “We're pretty open, We 
*t afford to turn anything down.” 
The ups and downs of commodity 
s are what Sime wants to get away 
the year to June, 1983, the 
e-tax profit fell for the third 
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America’s Caterpillar heavy machinery, 
the main range it sells, Since then com- 
modity prices have risen, and Sime’s 
profit with them. It climbed to M$97m 
($41m) before tax in July-December, 
1983, 58% higher than the same period a 
year earlier. The London stockbroker 
Laurence Prust expects profits almost to 
double to M$215m for the full year. 

“The scatter-gun approach”, as Tunku 
Ahmad once called it, is second nature to 
Sime. That way of doing business began 
under the chairmanship of Mr Dennis 
Pinder in the early 1970s when the group 
was incorporated in Britain and had its 
head office. in Singapore. It did not 
change much after the group was Malay- 
sianised in 1979. 

Mr Pinder had a keen eye for prime 
plantation land and when these invest- 
ments bore fruit in 1972, Sime became a 
favoured stock, triggering a buying spree 
by the company. It bought more than a 
dozen firms in Singapore alone, including 
a laundry and an advertising agency. 
Since then it has pruned and purchased 
more companies. Sime had 144 subsidiar- 
ies and associates in June last year. 

The group now seems to be heading in 
two directions, property and manufactur- 
ing. The first is a sensible way to exploit 
some of its plantation land on the fringe 
of Kuala Lumpur and other cities. The 
company intends to develop much of the 
land itself. The 720-hectare development 
outside Kuala Lumpur will take the next 
10 years and several million dollars to 


build. It forms the core of Sime’s new 


property division, but it will not ‘boost 
group profit much for several years. 
Manufacturing raises much bigger 


questions. Processing of its tropical prod-. 
ucts might seem a logical step. Sime has 
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considered making margarine from: its 
palm oil. But it lacks the marketing 
breadth to compete against companies 
like Unilever. It already makes tyres im- 
the Philippines, but Tunku Ahmad says 
that the company’s captive: supplies: of.” 
rubber do not give it a competitive edge. 

At the moment he is. most attracted by 
a new footwear plant in Malaysia, which 
he hopes will capture a large share of the 
regional market. He has similar plans for 
a newly purchased battery-making sub- 
sidiary. Tunku Ahmad sees the company 
as the first truly regional manufacturer. 
But south-east Asia is no kind of common 
market and it is doubtful if the Malaysian 
government, which controls about a quar- 
ter of Sime’s. shares, would allow the 
company to stray far from home, 


Peppermint oil- 
Losing amint 


Toothpaste, cough drops, chewing: gum, : 
mints, mouthwashes and even menthol 
cigarettes could soon cost a few pence’. 
more. All contain peppermint oilor men- 
thol: produced by two°of.the world’s 
biggest growers of peppermint bushes— 
China and Brazil.. Both have just had 
disastrous harvests. Americais the largest 
grower but its bushes, which produce a 
bland and expensive oil, are no substitute 
for the Chinese or Brazilian’ variety, 
called-arvensis: 

Peppermint oil and menthol are pro- 
duced by blowing steam. through the 
leaves of the peppermint bush. The- plant“ 
grows ‘only infertile soils in hot.and wet 
climates, such as the. Yangtze basin and. 
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too much rain drowns the bushes. Last 
year, floods destroyed two thirds of Bra- 
zil’s plantations and all but wiped out 
China’s. In 1982, Brazil produced 700,000 
kilos of peppermint oil (from the 1981 
crop); this year, the yield was only 
250,000 kilos. In China this year, there is 
probably no crop to process. i 

The floods are a big setback for the 
Chinese. In 1975, they began successfully 
to attack what was then a Brazilian mo- 
nopoly of arvensis. In their heyday in 
1977, Brazilian farmers produced 1.5m 
kilos of oil. From virtually nothing in 
1975, China built up production to 3m 
kilos in 1982, a year in which Brazil's 
output slumped. China broke Brazil’s 
monopoly by selling at a loss. 

Last year, China was undercutting Bra- 
zil’s $11 a kilo by $4. But floods have sent 
Prices soaring: Brazilian oil has almost 
tripled to $32.50 a kilo, and Chinese oil 
has more than doubled to $15 a kilo. 

razil’s production this year will just 
about meet domestic consumption. Its 
peppermint farmers have been grubbing 
for Chinese oil to meet their outstanding 
contracts. But commodity traders are 
worried that China is weighed down with 
contracts it cannot honour. 


Soviet Union 


Muddling through 
modestly 





BRUSSELS 


Of this year’s 60 May Day slogans issued 
by Russia’s rulers, more than a third are 
about improving the country’s economy, 
although most of them in terms as muddly 
as President Chernenko’s speeches. 
Heading the list is an appeal for more and 
better “socialist competition”—an echo 

A the Stalinist mix of ideological exhorta- 
tion and administrative coercion, and 
sounding like a far cry from the theme of 
economic decentralisation during most of 
the 15-month-long leadership of the late 
Yuri Andropov. 

Does this mean that Mr Chernenko is 
returning the Soviet Union to economic 
centralism? A three-day Nato seminar in 
Brussels just before Easter concluded 
that the answer was probably “no”—but 
also that it hardly mattered because the 
measures introduced by Andropov to 
stimulate technological progress and to 
free factories from excessive interference 
by the men in Moscow ministries were so 
limited and broke such little new ground. 

Nevertheless, the Soviet economy did 
better in 1983 than in 1982. According to 
Official Soviet statistics, industrial output 
tose by 4% with productivity increasing 
by 3.5% (both better than the central 





Eyes down for May Day 


planners had allowed for); agricultural 
output was 5% higher; even transport, a 
traditional bottleneck, managed a 5% 
increase in volume. Or so say the official 
Statistics, which should be handled with 
care (see box below). 

Can “official” 4% industrial growth be 
kept up? Professor Luigi Marcolungo of 
Padua University thinks not. He says that 
the 1981-85 five-year plan had such a bad 
start that, to get back to its targets, the 


Russian fudge 


In the wonderful world of Soviet statis- 
tics “the law of equal cheating” has 
rescued many a frustrated western ana- 
lyst. Figures reported to the central au- 
thorities, so the law has it, are padded by 
Officials eager to impress their bosses, 
but the extent of the padding does not 
change much from year to year—so the 
published growth rates can provide a 
reasonable reflection of what is really 
going on. Of late, however, there have 
been some stranger-than-usual shenani- 
gans in Moscow’s central statistics office. 

Official figures for the growth of net 
material product (nmp), the closest Sovi- 
et equivalent to gnp, are published short- 
ly after the end of each year in the 
national press. They showed that nmp 
used for consumption and distribution 
grew by 2.6% in 1982, the lowest growth 
rate in the Soviet Union since the war. 
This makes the growth of 3.1% reported 
for 1983 look like a marked recovery. 

Or was it? The Russians started to 
revise the figures for 1982 in the second 
half of last year. The Soviet statistical 
yearbook now reports nmp growth of 
3.5% for 1982, so growth may actually 
have slowed a little last year. Of course, 
other governments often revise their 











authorities have had to pump in a | 
more investment than originally inter 
ed. Between 1981 and 1983, investment 
the Soviet economy increased by 10.3%, 
against a planned 5.6%, he estimates. s 

It will be difficult to continue investing 
as heavily—not least because of the rival pi 
demands of the Soviet defence industry 
which now accounts for at least 13% of 
gross national product. The armed forces 
have 130 assembly plants and over 3,500 
factories supplying components. ee 
tary economist, says that the armed — 
forces’ ability to corner scarce resources igs 
still obstructing the structural changes 
needed in the civilian economy. But the 
soldiers are unlikely to get out of the way. 
If anything, the better performance of the — 
Soviet economy last year has relieved the 
pressure for change that built up earlier 
growth slowed down. i 

The relief may continue. Professor J 
seph Berliner of Brandeis Universi 
thinks that even if Russia’s 1983 growt 
rate is not matched in the next decade, 
“not implausible” 2-3% growth a ye: 
could let the Soviet government avoi 
large-scale change. Mr Berliner says that — 
even minor reductions in the colossal — 
waste in the economy—eg, by putting — 
freshly harvested grain under some sort of — 
cover—could help sustain growth at 2- 
3%. That kind of better housekeeping 
was Andropov’s modest aim. 













statistics, but the secretive Russians do | 
not make it clear whether the growth | 
figures reported in the press and in the 
statistical yearbook are calculated on the 
same basis. Even if they are not, the 
discrepancy between the two in 1982 was 
larger than usual. One naughty theory 

that the 1982 figures were first lowered a 
shade to make the subsequent perfor- f 
mance under Yuri Andropov’s new lead- _ 
ership look rosier. 

The press reports and the yearbook 
are agreed that Soviet industry did better 
in 1983, but in agriculture growth in 1982 f 
may have been faster than originally f 
suspected. The statistical yearbook says | 
that gross agricultural output rose by | 
5.6% in 1982 (compared with the 4% | 
originally reported), while the Soviet f 
press has announced agricultural growth f 
of 5% last year. = 

Russian output figures are in any case f 
bloated because they ignore the real rate | 
of inflation. Some western analysts reck- | 
on that concealed inflation has been | 
increasing. If true, that would strike 
another blow at the law of equal cheat- f 
ing, and Soviet statistics need to betaken | 
with a bigger-than-usual pinch of Siberi- 
an salt. 
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The Chinese abroad—rich not red 


“The Chinese in China are not 
really Chinese.” The member of 
the Overseas Chinese community 
in Singapore who blurted this out 
on returning from China realised 
that he had said something ridicu- 
lous. But his exasperation over 
the lack of drive shown by more 
than one billion Chinese in China 
is shared by many, perhaps most, 
of the 24m or so Overseas Chi- 
nese who live in the countries of 
east and south-east Asia. 

These are among the most en- 
terprising people on earth; they 
have helped their host countries 
to achieve spectacular economic 

owth rates and to become far 

igger international traders than 
China itself. Who are they? And 
why are they so successful? 

The figure of 24m Overseas 
Chinese is a guesstimate since 
several countries in the area do 
not break down census statistics 
along ethnic lines. Taiwan is con- 
sidered an integral part of China 
both by the rulers of the island 
and by China itself. Overseas 
Chinese are a majority of the 
population only in the city state 
of Singapore, the British colony 
of Hongkong and the Portu- 
guese-administered territory of 
Macao. In both Macao and 
Hongkong they are now often 
referred to by the regime in Pe- 
king as “compatriots” rather 
than “Overseas Chinese”, in pre- 
mature celebration of the eventu- 
al re-absorption of these lands 
into the motherland. Thailand’s 
guesstimated 6m Overseas Chi- 
nese, Malaysia’s 4.3m, Indone- 
sias 4m and the Philippines’ 
700,000 are all minorities. 

Yet it is commonly stated that 
the Overseas Chinese control up 
to 60% of the trade and com- 
merce of south-east Asia. True, 
this is an even more speculative 
estimate than the population 
one. In several countries the 
Overseas Chinese, either through 
conviction or a sense of self- 
preservation, have sought to hide 
their “Chineseness”. Of Indone- 
sia, where the Chinese can be 
divided into Indonesian-speaking 
peranakans and Chinese-speak- 
ing totoks, Mr Goh Geok Kim, 
the chairman of G. K. Goh Secu- 
rities in Singapore, says: “All my 
old friends that I used to call 
ABC, I now call XYZ.” 

Mr Liem Sioe Liong, the chair- 
man of Bank Central Asia in 


80 


Jakarta, finds it useful to be 
known in Indonesia as Soedono 
Salim. He talks about the arms, 
food and medicines he supplied 
to Indonesian nationalists fight- 
ing against the Dutch rather than 
the fact that he was born in 
China. Mr Tjoa Yien Hwie, the 
Mr Big in the Indonesian tobacco 
industry and also from the main- 
land, goes by the name of Surya 
Wonowidjojo. In Thailand, Mr 
Chin- Sophononpanich, the co- 
founder and chairman of the 
Bangkok Bank, the largest pri- 
vate institution in the country, is 
an ethnic Chinese who was edu- 
cated in Swatow in China. 

The so-called “new economic 
policy” in Malaysia further mud- 
dies the water. This policy, for- 
mulated after race riots in 1969, 
aims to bring ethnic Malays, or 
bumiputras (“sons of the soil”), 
into the economic mainstream by 
putting an average of 30% of 


The migrants rise high 


equity capital in all business into 
their hands by 1990. To comply 
with the letter (hardly the spirit) 
of this policy, many Overseas 
Chinese have turned their Malay 
interests into what are known as 
Ali Baba companies. In these a 
Malay dressing is put on what 
remains a Chinese salad. 

While these and other attempts 
at real or ostensible assimilation 
make it hard to put a precise 
measure on their business suc- 
cess, nobody disputes that the 
Overseas Chinese have economic 
influence in east and south-east 
Asia out of all proportion to their 
numbers. Why—and how? 

That they are emigrants, or the 


descendants of emigrants, is one 
favoured explanation. When co- 
lonialists set out to exploit the 
mines and palm oil, rubber and 
other tropical plantations in 
south-east Asia, they brought in 
“coolies” from the southern Chi- 
nese provinces of Guangdong 
and Fujian. These Chinese—will- 
ing to do dirty or menial work— 
were seen as more enterprising 
than their fellow villagers, living 
and dying in poverty at home. 

As landless wage labourers, 
the Chinese were barred from 
many traditional occupations. 
Those who succeeded eventually 
in business were usually middle 
men: as foreign immigrants fear- 
ful of discrimination, they invest- 
ed in enterprises where capital 
was not tied up in land, plant and 
machinery but remained liquid. 
They were encouraged in their 
trading, money lending and other 
businesses by the colonial pow- 
ers, who liked to use the Chinese 
as a layer between themselves 
and the natives. 

Chinese feelings of insecurity 
increased when the old “yellow 
peril” for a while became the new 
red peril, and when some coun- 
tries in the area exploited anti- 
Chinese prejudice to build a sen- 





timent of nationhood among the 
rest of the population. 

Whatever the prejudice against 
them, Overseas Chinese young- 
sters have no shortage of business 
heroes to emulate. The entrepre- 
neurs of south-east Asia are to- 
day as much household names as 
John D. Rockefeller and Andrew 
Carnegie once were in America. 
Unlike the American “robber 
barons”, they are admired. 

Of all the entrepreneurs, the 
migrants to Hongkong are rated 
the most energetic. Many are 
refugees from the Chinese civil 
war or the Communist revolution 
that ended it, and they have two 
traditional pursuits: making mon- 


ey and spending it. 

Inspiring stories are two a 
yuan. Mr Fung King Hey, whose 
Sun Hung Kai Securities is be- 
hind about a quarter of the trades 
on the Hongkong stock ex- 
change, learnt the importance of 
planning when cargoes first of 
tropical fish and then of fruit 
perished aboard ship on the way 
to market. Mr Lien Ying Chow, 
boss of Overseas Union Bank, 
one of the big four banks in 
Singapore; arrived in the city 
state a destitute orphan. 

Like Mr Goh of G. K. Goh 
Securities, most of the old-style 
Overseas Chinese entrepreneurs 
built their empires by “using their 
noses”, not through the profes- 
sional business skills that Mr 
Goh’s son has learnt at Pennsyl- 
vania’s Wharton School and pol- 
ished at Robert Fleming, the 
London merchant bank. M 

This will change as the a 
moves into the more mature state= 
of capitalism where ownership is 
divorced from control—or so it is 
commonly supposed. But in the 
meantime the business methods 
of the Overseas Chinese differ 
markedly from those in the ad- 
vanced capitalist countries. 

One obvious difference is the 
importance of the Chinese fam- 
ily. Mr Jack Chia, who is engaged 
in publishing, confectionery, 
pharmaceuticals, hotels and 
much else besides in south-east 
Asia, Hongkong and Australia, 
speaks for most Overseas Chi- 
nese businessmen when he says: 


I have made it absolutely clear to all 
my key people that only where my 
children are almost, let me repeat 
almost, as good as the others, 
would they be given priority. I 
would give my children priority 
because I have no question about 
their loyalty. 


Mr Chia’s eldest son spent si 
years in the United States and 
graduated with a degree in indus- 
trial management from the Mas- 
sachusetts Institute of Technol- 
ogy. When he joined the family 
business on the factory floor in 
Thailand, he was paid a quarter 
of what he could have earned in 
America. He was put in charge of 
Mr Chia’s operations in Hong- 
kong only after he had served a 
seven-year apprenticeship as an 
executive trainee. 

Most publicly-listed companies 
on the Hongkong, Singapore and 
Malaysian stock exchanges are 
controlled by families or by a 
combination of a family and its 
friends. These owners often lurk 
behind nominees; and not just 
bank nominees but a lot of funny 
names. Insider trading is so en- 
demic on all the markets in the 
area that the heads of the ex- 
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changes are disrespectfully called 
the “chief croupiers” by expatri- 
ates working for western banks. 

Family control is gradually be- 
ing diluted as firms recruit more 
professionals and widen their 
shareholder base by raising more 
equity capital; as most Overseas 
Chinese businessmen opt now for 
only one wife and fewer children; 
and as family rows cause compa- 
nies to be liquidated, broken up 
or sold when the old man dies. 

But in the meantime family 
networks serve many businesses 
well in an area where to prosper a 
company must duck and dodge its 
way through usually lethargic and 
sometimes corrupt bureaucra- 
cies, through trade-smothering 
quotas, tariffs and excise duties, 
and through national (and racial) 
favouritism in the award of public 
contracts. They are helped by 
@ Dialect groups. Paradoxically, 

e division of most Overseas 

| into five main speech 

groups—Cantonese, Hakka, 
Hainanese, Hokkien and Teo- 
chiu—that speak mutually unin- 
telligible dialects helps to oilrather 
than choke commerce. A Hakka 
speaker in Kuala Lumpur has 
more in common with a Hakka 
speaker in Jakarta than a Hok- 
kien speaker next door. Chinese 
businesses, even those that are 
not family controlled, tend to be 
dominated by members of a sin- 
gle dialect group. In conse- 
quence, Overseas Chinese think 
regionally rather than nationally, 
and regard borders—even those 
that divide China from capitalist 
Asia—as mere nuisances. 

At a less affluent level, these 
tribal loyalties are consolidated 
by occupational traditions. In 
Singapore, for example, most of- 
fice workers and merchants come 

mm the Hokkien dialect group, 

ich takes in two fifths of the 
wuinese in the city state. The 
Cantonese, accounting for a fifth 
of the Singapore Chinese, are 
craftsmen and artisans. The 
dockers and seamen are mainly 
Teochius, who make up a further 
fifth. The remaining Chinese in 
Singapore are mostly either 
Hainanese, concentrated in do- 
mestic or hotel service, or Hak- 
kas, who are jacks of all trades. 

The Cantonese dominate the 
Chinese communites in Hong- 
kong, California and London but 
elsewhere tribal loyalties are 
tending to be eroded. In Singa- 
pore, the government is promot- 
ing Mandarin, the Chinese na- 
tional language and the dialect 
native to north China. It is not 
unusual to see signs saying: 
“Please speak Mandarin during 
working hours.” But in Thailand, 
voluntary assimilation is proceed- 
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ing apace; in Indonesia, the Phil- 
ippines and Malaysia, many eth- 
nic Chinese have concluded that 
it pays to be as indistinguishable 
as possible from the natives. 
Hongkong remains over- 
whelmingly Cantonėse. None the 
less, some of the local people, 
particularly the businessmen, are 
seeking with all the enthusiasm of 
the newly converted to present 
themselves as owing loyalty to all 
China rather than to a language 
group or province. Mr Wang 
Guangying, the chairman of Chi- 
na-backed Everbright Industrial 
in Hongkong and the brother-in- 
law of the late president of Chi- 
na, Mr Liu Shaoqi, is known as 
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na: not available 
Source: World Bank 





“our warlord” only behind his 
back. In dealing with Everbright, 
Hongkong businessmen charge 
low prices, pay high ones and 
extend cheap loans because they 
have decided that a capitalist en- 
terprise backed by their future 
communist masters must not be 
allowed to fail. Even with this 
help, Everbright will have its 
work cut out prospering among 
Overseas Chinese businesses that 
are, in the best sense of the word, 
@ Opportunistic. Just as Yamaha 
in Japan diversified into making 
pianos and stereos when the mar- 
ket for motor bikes spluttered, so 
the Overseas, Chinese are all- 
rounders. Though in south-east 








Asia they are still mostly bank- 
ers, traders, shopkeepers and 
speculators, in Hongkong they 
have developed an amazing turn 
of speed as the colony has 
evolved from an entrepot into a 
manufacturing centre. A Harrods 
or a Bloomingdale’s can order 
toys from Hongkong in Septem- 
ber or October and still get. Yule- 
tide delivery. : 

This is achieved by workahol- 
ics in a society that seems to have 
no conception of leisure. Ask 
factory hands in Hongkong to 
work four hours overtime for 
each of the next three nights, and 
after a short break for consulta- 
tions every worker will volunteer 
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to do so. Obligations to bosses, it 
seems, always take priority over 
obligations to families. And the 
workers are versatile. It is not 
uncommon to find that the same 
nimble fingers that made wigs, 
then toys and then, successively, 
digital watches, calculators and 
electronic games are today as- 
sembling plug-in telephones. 

In their dealings with western- 
ers, these firms rely on contract 
law. In dealings with fellow Chi- 
nese the manufacturers of Hong- 
kong, and still more the Chinese 
traders of south-east Asia, count 
more on 
@ Trust. Many Overseas Chi- 
nese firms have no truck with 
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written contracts, feeling that 
you need a contract to hold a 
to his obligations you ought n 
to be doing business with him 
all. This does not, of course, 
mean that trust is easily extend- 
ed, even to members of the same 
language group. A company — 
places a small order with a new — 
supplier or subcontractor as a test 
of reliability and integrity. Am- — 
ple opportunity is often deliber- 
ately left for cheating. Trust, and — 
the size of the orders, builds up — 
gradually over many years. 
This absence of contracts is, of 
course, highly convenient in 
area where a business that goes 
through all the proper bureau- 
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cratic channels is almost sure 
go bust. It also helps make bu: 
ness dealings more civilised. 
Lacking enforceable contracts, 
Overseas Chinese businessmen 
cannot afford to be aggressi 
competitors who seek to screw 
the best deal they can out of 
suppliers and customers. Thi 
need instead to negotiate deals 
where both parties benefit, if pos- 
sible equally. This, above all 
why western and Overseas C] 
nese businessmen find them: 
selves talking a different la 
guage. The idea that everybo 
can be a winner is strange to 
western firms—and western bi 
ness schools. - 
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South America 
£114m 


We continue to give the highest priority to the 


and chemical industries. 


APV HOLDINGS PLC 







; Th he fall accounts will be filed with the Registrar of Coven ater the 


Profit before tax £18.3m 
Earnings per share: basic 34.1p 

: diluted 32.0p | 
Ordinary dividends 11.25p | 


APV House, Crawley, West Sussex RH10 1HH. 


The AGM will be held on Tuesday 22 May 1984 at APV House, Crawley. 
Copies i the Report and Accounts will be available after Monday 30 April 1984 from the Secretary. 
the full historical cost accounts of the group for the year ended 31 December 1983 on which the aüditors have given unqualified ; 

Annual General Meeting: ee 


£17.6m 
344p- 
30.6p 
10.5p 



















Extracts from the statement by the Chairman, Sir Ronald McIntosh KCB 


The dividend has been increased for the seven-. Orders received in 1983 were 11 per cent up on 
teenth successive year. Our balance sheet has again 1982. We entered 1984 with an order book only. 
strengthened; shareholders’ funds have increased by © slightly higher than 12 months previously but the 
£10 million to £114 million and the debt-equity ratio prospects for growth in the major economies of the 
has been reduced to 10 per cent. world seem to be improving and this should bring an 
increase in the demand for capital goods. 


development of our technology and to foster inno- Several of our companies in Europe, the USA and 
‘vation throughout the group. We have just elsewhere produced good results in 1983 and we ie 
received the welcome news that APV Hall Products expect most of them to do well again this year. So ` f- 
has won’ the Queen’s Award for Technological far as group profits for 1984 are concerned, much. | 
Achievement. for its Hallscrew refrigeration com- will clearly depend on the strength of the hoped-for. 
‘pressor. hi recovery in demand for capital goods. 


APV — - market leaders in advanced process plant for the food, beverage 
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If you like the yen, 
climb on the bondwagon 


International investors who expect the 
American dollar to slip from its pedestal 
this year are betting on the yen as the 
currency most likely to give them foreign- 
exchange gains. The best way they see to 
reap those gains is to buy Japanese bonds. 

ince last December, foreigners have 

rned from being net sellers of Japanese 
bonds to being net purchasers of $500m- 
worth a month—a buying spree that car- 
ried on even as they began to pull out of 
Japanese equities in March. 

Although big increases in Japanese 
corporate profits are predicted for this 
year, many foreign investors reckon that 
Japanese share prices (and especially 
those of the blue-chip exporters) have 
already discounted most of the expected 
profit increases. Bond yields are looking 
much more attractive. 

Salomon Brothers, the Wall Street bro- 
kerage firm, is telling its clients that yen 
bonds will be among the best performers 
in international fixed-income markets this 
year. Not only foreigners believe it. Big 
Japanese investors are themselves bring- 
ing their money back home. 

In 1983, they could see little good in 
yen bonds. The marginal cost of money 

r a Japanese investor can be around 

ʻo. So, with Japanese government bonds 
paying only 7.5%, many institutions 
sought higher yields abroad. Last year, 
Japanese net purchases of foreign bonds 
averaged nearly $1 billion a month. Now, 
expecting the dollar to fall, Japanese fund 
managers are starting to load up their 
portfolios with yen assets again. 

Japanese accounting law biases them 
towards bonds, especially those convert- 
ible into equity. The law states that when 
new equities are bought, existing holdings 
of the same equity must be revalued, 
effectively raising the recorded cost of the 
shares. This rule does not apply to bonds 
that are later converted into equity. So 
when the equity market is rising (as it was 
until last week’s slide), convertibles look 
appealing. This year has seen a spate of 
good quality issues to meet the demand. 

The same law applies to companies, 
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securities markets in the past few years. 
Japanese companies are rich in cash be- 
cause corporate profits are recovering 
fast and capital investment is lagging 
behind. Speculating in securities has be- 
come a popular sideline for Japanese 
firms; Toyota, for example, made around 
Y50 billion ($200m) profits last year from 
financial transactions. 

This helps to explain some of the recent 
enthusiasm of Japanese securities firms 





and American banks for getting into trust = 
banking in Japan. To keep purchases of 
new securities separate from existing 
holdings, many of these corporate invest- ia 
ments are channelled through special 
trust funds placed with a Japanese trust __ 
bank. Though these funds are often ad- __ 
vised by Japanese securities firms, they EE- 
can only, by law, be held at trust banks, 
which then enjoy a 0.5% trust fee anda _— 
20% discount on securities’ commissions. _ 
The brokers dearly want to get their 
hands on this cash, as well as on the 
pension funds which are exclusively man- __ 
aged by the trust banks. This is not a 
concession the ministry of finance is yet 
prepared to make. (jess 
The short-term effect of expected cur- 
rency movements is compounding a long- _ 
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El momento de la verdad [s 


The Spanish authorities filed a petition 
in Frankfurt on Wednesday, April 25th, 
for the extradition of Mr José Maria 
Ruiz-Mateos, the founder and former 
president of the Rumasa wine-to-banks 
group that was nationalised by the Span- 
ish government in February, 1983. Mr 


Homeward bound? 


Ruiz-Mateos had been arrested the same 
day as he made a stopover in Frankfurt 
on a flight from the United States. 
Spanish officials are confident that 
their petition will succeed. An extradi- 
tion treaty between Spain and West 
Germany allows for extradition in the 
case of economic crimes. In contrast, so 
long as Mr Ruiz-Mateos was living in 
Britain—he moved to London with his 
wife and 13 children shortly after Ruma- 











sa’s nationalisation—there was no for- | — 
mal procedure for getting him back. f 
Spain has not had an extradition treaty | 
with Britain since 1978. 

The charges against Mr Ruiz-Mateos 
are extensive. The Spanish state prose- f 
cutor alleges numerous financial mal- f 
practices connected with the way Ru- f — 
masa used to be run: tax evasion, í 
breaking exchange controls, falsifying i 
documents, and grossly overvaluing the | 
assets of Rumasa in ordertocoverupthe | — 
group’s losses. This last is difficult to | $ 
evaluate. In its 22-year history Rumasa | 
never published any consolidated f _ 
accounts. we 

Mr Ruiz-Mateos is also charged with | 
insulting the Spanish king—a criminal | 
offence in Spain. And he faces several | _ 
charges of contempt of court after failing | 
to obey any legal summons. E 

Mr Ruiz-Mateos had become increas- f — 
ingly elusive. After leading a conspicu- | 
ous life in London, living in a flat in | 
Kensington and going to church every f 
day with his children and bodyguards, | 
and with members of the British special f — 
branch and Spanish security services in | 
the rear, he was classified as a missing 
person by Scotland Yard in March after 
disappearing for several weeks. 

After that there were reports that he 
was in Paris, Vienna, Jamaica and Pana- ý 
ma. Creditors were believed to be on his f 
heels. In Miami, where he stayed before f 
flying to Frankfurt this week; the Span- f 
ish government started extradition pro- f _ 


cedures. These were held up by bureau- f — 
cratic delays over the Easter holiday. = 
a A 

x a =! 4 SF E Ti Sine r 









_ dapanese bond issues 
<Japanese government bonds Yen trilion 
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ver two-thirds of that is in bonds, a 
gure that has been rising steadily. With 
ank interest rates regulated and low, 
ndividual investors are getting more sen- 
itive to. yields and looking to bonds for 
risk and higher interest. 
is is helping the government fund its 
widget deficit more cheaply as it gets 
tter at marketing its debt. Three years 
ago yields on government bonds were 
uch higher than on straight corporate 
bonds. Now they are lower. In the past six 
months, government bond yields have 
n: below. those of other competitors 
such as the debentures issued by the 
dustrial Bank of Japan. In the longer 
, the government’s efforts to cut 
‘spending (this year’s 0.5% rise was 


evenues should gradually take the fi- 
lance ministry out of the market, leaving 
more room for private borrowers. 
Meanwhile, new issues of yen bonds 
are increasing, with convertible bonds the 
ost popular. Yamaichi Securities fore- 
sasts that convertible bond issues this 
month will total Y135.5 billion, compared 
just Y13.5 billion in April, 1983. 
The efforts of Mr Donald Regan have 
elped revive interest in yen bonds. The 
American treasury secretary has been 
adgering the Japanese ministry of fi- 
ance to relax controlson the internation- 
use of the yen, including restrictions on 
he issue of ‘yen-denominated bonds in 
he Euromarkets. In response to this, 
April 1st. the number. of Japanese 
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fith at least five years to maturity t Compo 


firms allowed to issue straight Euroyen 
bonds was increased from a handful to 
about 30; the number allowed to issue 
Euroyen bonds convertible into equity 
was increased to about 100. The ministry 
has also let slip that from July it will relax 
the conditions for foreign companies and 
institutions issuing bonds in yen (so- 
called “Samurai bonds”). This sort of 
bond is mostly issued by governments and 
institutions like the World Bank, with a 
sprinkling from big companies like 
Procter & Gamble and Sears, Roebuck. 

Few Japanese firms are likely to exploit 
the new freedom for Euroyen bonds, 
because the finance ministry has insisted 
on keeping a withholding tax on. the 
interest’ earned on them. So Japanese 
firms are more likely to go for Eurodollar 
bonds with a pre-determined exchange 
rate for converting the proceeds into yen. 
Toppan Printing could be first with a Y20 
billion yen-linked dollar issue in May, 
followed, perhaps, by a battery of electric 
power companies. 


Paribas 
Battle unjoined 


PARIS 





France’s ruling socialists and communists 
once hoped that the Paribas affair would 
reveal the shady dealings of private bank- 
ers and their clients. It didn’t. In the most 
striking part of the judgement on the 
foreign-exchange case delivered on April 
24th, Mr Pierre Moussa, former chairman 
and chief executive of the Paribas finan- 
cial group, was acquitted of responsibility 
for the illegal transfer of funds out of 
France. The only people sentenced to 



































































prison among the 56 accused were four 


p 

started last Decembe i 

The sense of relief at the anti-climax to 
the trial was not confined to bankers. The 
Mitterrand government’s attitude to- 
wards the private sector has been trans- 
formed since. 1981, when the five Paribas 
officials and 51 of their‘clients were first 
charged. Then, left-wing leaders’ com- 
pared private. bankers like Mr Moussa to 
the émigrés who: fled France after the 
1789 revolution, 

Now President Mitterrand wants to do 
all he can to reassure his international 
creditors. The government could hardly 
have been happier at losing its own case. 

Mr Moussa’s ‘main sin, in the eyes of 
the newly-triumphant left in 1981, was to 
have arranged for Paribas’ Swiss and 
Belgian companies to escape the Social- 
ists’ nationalisation net. Since he could 
not be prosecuted for those canny ma- 
noeuvres, the exchange-control alleg: D 
tions (arising from à. pre-Socialist poli 
investigation) provided: an. obvious stick 
with which to beat him. The court, how- 
ever, accepted Mr Moussa’s argument 
that, as boss of a big international bank, 
he. could not be responsible for the de- 
tailed activities of the Paribas private- 
clients’ department which was alleged to 
have arranged the illegal transfers 
abroad. 

Two officials closer to the action, the 
deputy heads of the private-clients’ divi- 
sion, got suspended terms of 15 and 12 
months. Their immediate boss, who has 
disappeared, was sentenced: in his ab- 
sence to three years in prison. Another 
missing man who worked. for the bank, 
and who was alleged to:have taken gold 
coins worth FFr29m ae 5m) to Canada; 
got 18 months. 

The procession .of prominent clients 
through the» neo-Gothic courtroom 
turned the two-month trial into a voyeur 
delight, complete with moments of p. 
thos when octogenarians among the ac- 
cused pleaded to be allowed to go home 
to lie down. Among the accused were the 
92-year-old ‘head of a caviar-importing 
firm and an heir to part of the Rochas 
perfume fortune. _ š 

Of the 47 clients of Paribas who ap- 
peared in court, 12 were acquitted; 19 
were. found guilty “but exempted from 
criminal sentences because they brought 
their money ‘back to France; 16 were 
given suspended sentences ranging from 
two to seven months, Two-others were 
held to be covered by France’s statute of 
limitations. The only::jail sentences to 
clients of Paribas were handed down on 
two other men who ‘have’ disappeared. 
Some of the accused may have to pay tax 
fines ofupto Sim. > 

Mr Moussa nded relaxed after his 
al assault on him 
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Crédit Commercial de France 


Société Générale de Banque S.A. 


All these Notes having been sold, this announcement appears as a matter of record only. 
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Goldman Sachs International Corp. 


Dai-ichi Kangyo International 


Swiss Bank Corporation international 











Bank of China 

Banque Nationaje de Paris 
Creditanstalt-Bankvore 

Deutsche Bank 

Aktiengeselischatt 


Lehman Brothers Kuhn Loeb | 
international, Inc. | 


Morgan Grenfell & Ci 
Limited 


Nomura Internation 
Limited 


Sanwa Bank (Underwriters) 
Limited 











‘Limited 
S.G. Warburg & Co. Ltd. 







































£30,000,000 


The Industrial Bank of Japan — 
Finance Company N.V. 


(Incorporated in the Netherlands Antilles) 








115% per cent. Guaranteed Bonds Due 1995 





Unconditionally guaranteed as to payment of principal and interest by 





The Industrial Bank of Ja apan, Limited 


(Kabushiki Kaisha Nippon Kogyo Ginko) 
(A Japanese Corporation) 


issue Price 100 per cent. 


| ‘Samuel Montagu & Co. Limited 
IBJ International Limited. 


S.G. Warburg & Co. Ltd. Banque Bruxelles Lambert S.A. || 
Baring Brothers & Co., Limited Credit Suisse First Boston Limited- 
Deutsche Bank Aktiengesellschaft Hambros Bank Limited 3 
Kleinwort, Benson Limited Manufacturers Hanover Limited 

organ Grenfell & Co. Limited E Morgan Stanley International 
ae Henry Schroder Wagg & Co. Limited . Société Générale i 




























































__ was, he said 
"excitement. Mr Moussa is now expected 
¿ito get back into international finance with 
a company in Luxembourg. As for Pari- 
- bas, Mr Moussa’s worst fears about the 
-effects of nationalisation do not seem to 
“have been borne out. One of the bank’s 
latest initiatives under state ownership 
< has been to set up a fund to finance 
private-sector management buyouts. 


~- 


-Carter Hawley Hale 
Defence unlimited 


NEW YORK 


Carter Hawley Hale, owner of the upmar- 

. ket department store chains Neiman- 
Marcus and Bergdorf Goodman, has 
bought back almost half its own common 
stock in an expensive attempt to block the 
ostile takeover launched by The Limit- 

, a chain of women’s dress shops based 

“in Columbus, Ohio. Carter Hawley has 
spent about $500m of borrowed money to 
repurchase 18.5m of its own shares in less 
than two weeks. It has also given up a 
33% interest in its retail chains by selling 





















Commercial banks are feasting on the 
crumbs that fall as American corpora- 
tions eat each other up. They have 
arranged around $25 billion of acquisi- 
tion-related credits since last autumn, 
‘making the 1983-84 merger boom their 
most profitable ever. The bankers reck- 
» oon that in the last round of oil mergers in 
. the summer of 1981, their tally was only 
$18 billion. And those totals exclude 
loans set up for unsuccessful merger 
candidates. 
Leading the field are California’s 
y Bank of America and New Yorkers 
Morgan Guaranty, Citibank and Chase 
Manhattan, each providing about 10% 
of all loans. In terms of arranging the 
credit lines, however, Bank of America 
wins hands down. It was the lead bank in 
arranging the biggest loan the Euromar- 
ket has ever seen: $14 billion to enable 
Standard Oil of California (Socal) to buy 
Gulf Oil. At the same time, Bank of 
America lined up two big credits for non- 
oil companies on the defensive—$1.4 
- billion for a takeover-shy Walt Disney 
Productions and $1 billion for the Los 
Angeles-based retailer Carter Hawley 
-Hale (see story above). 

Bank of America won the lead role in 
the Socal loan from Chase Manhattan, 
traditionally the star of energy lending. 

> Chase was the lead bank for Atlantic 
q|- Richfield’s $12 billion loan to back its 
-attempt to grab Gulf Oil. Chase officials 
argued that Chinese walls inside the 



















the result ‘of official over- 


Crumbs from the merger feast 





$300m of preference shares to General 


Cinema, a chain of movie theatres and a 
bottler of soft drinks. General Cinema 
also obtained a six-month option to buy 
Waldenbooks (a profitable Carter Haw- 
ley chain of book stores) for $285m in 
cash or preference shares. 

This restructuring of Carter Hawley 
will put heavy demands on its cash flow. 
The dividend on General Cinema’s pref- 
erence shares ($39m) and the cash divi- 
dend on the remaining 20m Carter Haw- 
ley common shares ($24m) add up to 
almost the entire $67.5m net earnings 
Carter Hawley reported for 1983—before 
it borrowed to buy back its own shares. 
And in six months Carter Hawley might 
have to give up Waldenbooks’ profits. 

Carter Hawley’s tactics are being scru- 
tinised by three separate regulators. The 
New York Stock Exchange is trying to 
decide if Carter Hawley’s common stock 
should be delisted because more than 
18.5% of the voting control was granted 
to General Cinema without the agree- 
ment of shareholders. The Securities and 
Exchange Commission is investigating 
whether Carter Hawley’s stockmarket 
purchases of almost half of its equity 
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bank would enable them to handle both 
the Arco and Socal loans. Socal was not 
convinced. It gave Bank of America one 
weekend to set up the credit. In the 
event the loan came easily. It was over- 
subscribed by almost $5 billion. 

Bank of America repeated its fast 
footwork in arranging both the Walt 
Disney and Carter Hawley loans in just a 
few days. However, the Carter Hawley 
loan has led to an investigation by the 
department of labour into the bank’s 
role as trustee for the Carter Hawley 
profit-sharing scheme for employees. It 
has been suggested that Bank of Ameri- 
ca did The Limited’s offer less than full 
justice when describing it to the mem- 
bers of the scheme. 
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Bolivian debt ie 
No earthquake _ 


The secretary general of the United. 
tions, Mr Perez de Cuellar, opined os 
Easter that Bolivia’s debt crisis 
have “catastrophic” repercussions on 
rest of Latin America. Nonsense. Bol 
has been close to defaulting on its de 
for a long time now. Its external debt i 
modest $3.6 billion (of which less thar 
third is owed to commercial banks). Ti 
Bolivia is not about to lead Argen 
Brazil or Mexico into default, 00 
Bolivia’s immediate plight is a result 
two things—depressed tin prices and ; 
gentina’s debt problems. Tin prices | 
been recovering recently. But Arger 
is still paying its bills for Bolivian natu 
gas only sporadically. : 
Since gas sales to Argentina account 
nearly 40% of Bolivia's export receip 
this has landed Bolivia in serious trou 
Its foreign-exchange reserves are 
hausted. Bolivia stopped making a 
payments of principal on its foreign de 
year ago, and last month announced 
it would not be able to make-any inter 
payments either “for the time being”. 
The country’s bankers continue t 
sist that the mess cannot be cleaned up 
until there is an agreement with the IN 
on an economic programme. Talks t 
tween Bolivia and the IMF have dragg 
on intermittently for the past two yea: 
but now show signs of progress. 
The IMF is helping Bolivia prepa 
consolidated budget for the public secto 
It needs one. Until now, spending 
government corporations such as 
state- mining company, Comibol, h 




























































































get yo 
unt for well over half of public spending 
as been out of control: -the public 
or deficit rose to an estimated 18% of 
last year. The new consolidated bud- 
hould be ready in May. 
Another encouraging sign for Bolivia’s 
editors is the reappointment of Mr 
Flavio Machicado as finance minister. Mr 
achicado, a former executive of the 
rAmerican Development Bank 
ADB) lost his job as finance minister 
t year following a squabble in the 
ing coalition. Before that, he had con- 
need foreign creditors that he was pre- 
red to tackle the debt problem. 
Agreement with the IMF would open 
the door to an IMF loan of perhaps 
25m, plus some $30m-40m for uncom- 
leted World Bank projects. Another 
$60m could come from the World Bank 
and the [ADB for new projects. 
e main obstacle to agreement may in 
end be political rather than economic. 
via’s national trade union organisa- 
tion is threatening a general strike against 
the austerity measures already an- 











alomon Brothers, which became corpo- 
tate America’s top merchant bank in 
983, has widened its lead over the 
competition. In the first three months of 
984, the securities arm of Phibro-Salo- 
mon managed $6 billion of debt issues— 
ore than three times that of its nearest 
ival, First Boston. Shearson/American 
: Express, with a much bigger capital 
base, did not even make the top 10. 
Salomon Brothers’ dominance arises 
from its astute use of “shelf-registration” 
financing; from its pioneering of bond 
“issues. backed by mortgages (called 
-CMQs, collateralised mortgage obliga- 
ions); and from its aggressive selling of 
ts- services to American companies. 
More than half the money that Salomon 
rothers raised during the first quarter 
f 1984 was under the aegis of rule 415, 
hich was introduced two years ago to 
flow borrowers to register issues in 
dvance (ie, shelf-registration) and cut 
yut. time-consuming delays at the Securi- 
ties-and- Exchange Commission. Salo- 
“mon Brothers’ traditional skills in block- 
trading. gave ita head start in this new 
_ game. The firm’s share of all debt issues 
tose from 4.9% before rule 415 came 
nto effect to 11.2% after. 
Salomon Brothers has also captured 
‘the lion’s share of the CMO business, 
Wall Street's hottest new financing tech- 
nique. The firm was-lead manager for 
60% (worth $2.5 billion) of all the CMO 
issues in the first quarter of 1984. 

Over the past two. years, Salomon 
_ Brothers has succeeded in soliciting new 




























































nounced: a 







The winnings of Salomon 





from 500 to 2,000 to the dollar, and the 
reduction of ‘subsidies on petrol, trans- 
port and basic foodstuffs. There is already 
talk of another military coup in La Paz. 


The City of London 


Playing 
consequences 


By the end of April, Britain’s department 
of trade will be knee-deep in formal 
replies to Professor Jim Gower’s report 
on investor protection published in Janu- 
ary. But it may not be much clearer about 
how the City of London reckons it should 
be regulated. Though the City is worried 
about the changes in the square mile and 
how best to cope with the consequences 
(like more conflicts of interest), few seem 
sure how to tackle them. 

Among those putting in their penny- 
worth to the department this week was 
the Council for the Securities Industry 
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merchant-banking business from some 
of America’s best-known companies. It 
arranged new financing for the first time 
for, among others, Chemical Bank, Ab- 
bott Laboratories, Sperry Corporation, 
Xerox and United Technologies, Gener- 
al Foods, B. F. Goodrich and Champion 
International. 

Nevertheless, Salomon. Brothers still 
has peaks to scale. In the first three 
months of 1984, Goldman, Sachs and 
First Boston were, lead managers of a 
higher dollar value of common-stock 
issues. And 15 securities firms beat it in 
the value of initial common stock that 
they raised for companies making their 
market debut. 


Underwriting rankings 


Jan-Mar, 1984 $ billion Principal of which 
(Jan-Mar, 1983, amounts, amount*t Debt 
positions in brackets) 
1. Salomon Brothers (1} 6.41 (4.87) 6.03 
2. First Boston (5) 2.19 (2.36) 1.78 
3. Drexel Burnham 
Lambert (7} 4.65 (153 1.51 
4. Goldman, Sachs (2) 1.53 13.78) 0.93 
5. Merrill Lynch (4) 1.37 (2.72) 1.24 
6. Lehman Brothers Kuhn 
Loeb (6) 1.04 (187) 0.97 
7. Prudential-Bache (—} 6.94 (0.17) 0.89 
8. Blyth Eastman Paine 
lebber (8) 084 (i 2) 0.73 
9. Dean Witter (—} 0.77 (0.33) 0.70 
10. Morgan Stanley (3) 0.61 (2.93) 0.39 





+ Full credil.to the manager tunning the books 

$- Comprises debt and equity 

Sources: Abrahamsen & Co, Salomon Brothers ine. Securities Bata 
Company inc. 





aluation of the bolivar De g 
te an overlord. It agrees with the bulk of 
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the Gower: report's recommendations 
(eg, on the need to vet public-offer docu- 
ments-of unquoted companies), but jibes 
atothers. In particular, it dislikes the idea 
of becoming an. “inspectorate” of mem- 
bers of the new self-regulatory agencies 
(SRAs) that would police the City. 

The CSI calls. for-only achandful of 
SRAs drawn up mostly along functional 
lines, a view shared. bythe: National 
Association of. Security. Dealers and-In- 
vestment Managers (Nasdim). The CSI 
privately envisages five or six SRAs: one 
for the stock exchange; one for Nasdim, 
another for investment managers in in- 
vestment trusts, pension funds and fund 
management subsidiaries of merchant 
banks; a grouping of mainstream banks, 
both British and foreign; and, possibly, 
an agency for foreign brokers. 

Though many in the City scoffed at they. 
idea-of only a few SRAs as recently as las 
year, it is now gaining ground—not least 
because many fear that a proliferation ‘of 
SRAs could become too unwieldy and 
encourage the department. of trade to 
take a more direct supervisory role. 

This week the Accepting Houses Com- 
mittee (AHC), whose members come 
from-the City’s top merchant. banks, said: 
it was studying the possibility of a loose. 
amalgam of its members with the British 
Bankers’ Association which represents: 
commercial banks in Britain. Until now, 
the merchant banks have stuck staunchly 
to the notion of having their own tightly 
knit trade association. The CSI favours a 
supervisory body to watch over the 
SRAs, proposing that the job be given to 
a revamped CSI or a new agency charged 
with protecting investors. Part of its brief 
would be to draft rules to cope with the 
conflicts of interest that the new financial 
conglomerates could create. a 

One obvious potential conflict ma 
occur when big conglomerates start issu- 
ing shares, managing funds and acting:as’ 
share dealers all under one«roof. That. 
prospect frightens Mr David Hopkinson, 
deputy chairman of the unit trust group. 
M&G which manages about £2 billion of 
investors’ funds. How, he asks, can fund 
managers be certain that in- -house subsid- 
iaries of big conglomerates are not of- 
fered new issues at better prices than 
outsiders? Companies like M&G should 
have the clout to protect themselves, but 
what of the small investor? 

Britain’s Trades Union Congress 
(TUC) is in no doubt. Only a system of. 
regulation backed. by statutory powers. 
will ensure investors are protected, it said 
this week in its formal reply to Professor 
Gower’s report. The TUC is sure-that self. 
regulation protects. the interests wit the 
ed. not ofthe in Bolas 
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The undersigned acted as financial advisors to 
Arab Banking Corporation BSC and Banco Arabe Espanol S.A. 


in this transaction and assisted in the negotiations. 


Investment Banking Division 
Arab Banking Corporation 
London 


Corporate Finance Department 
Aresbank 


Madrid 
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eh = A high rate 
oy» on US dollar 
75% deposits and your 

1025% own cheque book 


compound 


TYNDALL BANK 
DOLLAR MONEY ACCOUNT 






Now Tyndall Bank offers you an easy way of 
! earning higher interest on US dollar deposits 
whilst retaining complete access to your 
savings at all times. 


Tyndall’s new Dollar Money Account enables 
expatriates and other overseas residents to 
benefit from rates of interest normally only 
available to major investors in the London 
money market. 


In addition the dollar account offers the 
following facilities: 


Security — deposits are placed with major 
recognised banks in the UK or their wholly 
owned subsidiaries. 

@ High interest — paid gross without deduction 
of tax. 


@ Your own dollar cheque book — minimises 
correspondence, simplifies transfers and direct 
payments, and gives you access to your funds at 
all times. 

Interest credited four times a year — means an 
even higher return because interest is earned on 
the interest. The current rate. if maintained, 
equals 10.25% p.a. 

@ No reports to any government authority — for 
non-residents of the [sle of Man. 

Tyndall Bank (Isle of Man) Limited is licensed 
under the Manx Banking Act 1975. 












































“The Tyndall Group is one of the leading investment 
“management groups in the U.K. and is wholly owned 
by Globe Investment Trust P.L.C. Funds managed 

within the Globe Group exceed £1,000 million. 









*Rate at time of going to press. 
Current rate published daily in the Financial Times. 





: Minimum opening deposit is US$5,000. 
Send off now for full details by completing the coupon below. 


yndall Bank (Isle of Man) Limited 


Dept Econ, 30 Athol Street, Douglas, 
“ isle of Man 
Telephone: (0624) 29201 Telex: 628732 


Pleasé send me full details of the Tyndall Bank Dollar Money 
"o decount T anifam nat a customer of Tyndall Bank {isie 
«of Man) Limited. 





Britains answer to 
the Krugerrand 


THE NOBLE. 









One troy ounce of solid Platinum 


— at little more than bullion price 


Y ROYAL ASSENT 
Britain’s Isle of Man Treasury 
has issued a new legal tender 
Bullion Coin to rival South Africa’s 
Krugerrand as today’s most 
attractive investment in precious 
metals. Minted from one troy 
ounce of 99.95 Fine Platinum, the 
new Noble is internationally 
recognised as a true Bullion Coin, 
and is priced, at little more than 
the daily rate fixed by the 
London Platinum Quotation. 
Ayrton Metals Ltd, and other 
authorised distributors, apply a 
minting and handling premium 
comparable to those applied to 
Krugerrands 
Not surprisingly, the new 
Noble is already an outstanding 
success in Europe, where leading 
Swiss financial advisers have 
long been advocating thata 
minimum of ten percent of 
capital be put into tangible, 
tradeable bullion assets. 
An outstanding dollar 
commodity for capital 
rowth 
The Noble is traded 
internationally, and quoted in 
U.S. Dollars; fas well as local 
currencies) in the national press 
and on T.V. data services. 
Platinum is a dollar commodity, 
so this offers valuable protection 
against a falling £. In recent 
years, Platinum has performed 
well in the market, and with 
world demand (notably in the 
automotive and other high 
technology industries) rising 
steadily, the outlook for capital 
growth looks sbi! 
promising at this time. Obviously 
Platinum prices can fluctuate in 
the short term, but because 
production costs are high, prices 


are cushioned against falling toa ~ 


level too low to maintain a viable 
mining and refining operation. In 
fact, with the total output 

reaching the Western World at 
barely 70 tonnes a year (less than 
one fourteenth that of gold)a long- 





term surplus of Platinum is 
unlikely. 

The growth that has seen the 
new Noble appreciate by 5.3% in 
only three months seems poised 
at least to continue, if not to 
accelerate. 

Unlimited Buy-Back 
Guarantee 

Because the Platinum Noble is 
an official Manx Government 
legal tender issue, accepted in 
financial markets worldwide, 
Ayrton Metals Ltd guarantee to 
re-purchase Nobles, at any time, 
at not less than the full Platinum 
market price. 

How to buy at the right price 

At present there are no 
government restrictions on the 
sale of Nobles, and you or your 
clients are free to buy and hold as 
few, or as many, as you wish. 
Coins purchased and held within 
Great Britain are, of course, 
subject to VAT but you may, by 
arrangement with aes Metals 
Ltd, have Nobles held for you ing 
the Charterhouse Japhet vaults 
Jersey, where VAT does not 
apply. Other Tax considerations 
are fully explained in the ~ 
Price and Tax Guide, 
included in the A 
Free Information 
Pack available 
on request. 


FOR THIS. < 
FREE aw, 
INFORMATION PACK 
which will include details of 
our special introductory offer 
and ail the detailed 














































c/o Ayrton Metals Ltd, Dept.71, 
30 Ely Place, London, 
ECIN 6RT, or telephone 


201-404-0970 


Telex: 883908 
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Babel 


specific vocabularies: 
acquire the skill to con 


rom the Rosetta stone to subway graffi- 
language is the vehicle of human 
lture. It is, if you like, the DNA of 
civilisation, the code in which man accu- 
mulates and hands down knowledge from 
generation to generation. Once the teach- 
ing was confined to the spoken word. 
Then language was written down. Now it 
“is being put in computer memories. The 
form does not matter; deaf users of sign 
language achieve much the same profi- 
- ciency and creativity as speakers. 
Although used to communicate, tan- 
guage is more than just communication. 
A howling wolf or a posturing robin can 
communicate. its territorial instincts with- 
Out difficulty. A wolf can conceivably 
indicate to a fellow wolf “I am cold”. He 
cannot say “‘it is a cold day”, let alone “I 
will. therefore stay at home”. What no 
animal but man does—as far as- is 
known-—is to encode remote or abstract 
ideas in the actual structure of 
ommunication. 

In this lies a paradox. Structure implies 
‘aiscipline; it implies rules. The rules that 
govern language are known as grammar. 
There are rules about how to combine 
and order words: syntax. And there are 
rules about inflection: eg, the way in 
which a verb changes tense. In the spoken 
language,. stress and intonation can 
change meaning. Yet the rules are not 
stifling. They are at times disconcertingly 
flexible. In short, although rule-gov- 
erned, language is creative. There is still 
an untapped infinity of English sentences. 

How, then, do you know the rules? 
How does a child extract language from a 
babble of sounds? There are three possi- 
bilities. Grammar may be a set of arbi- 
trary instructions that is laboriously 
dearned: in childhood. Or it may have 
_ always been written in your brain, waiting 

‘for a raw. vocabulary to work on, in the 
ame way that part of. your ability to 








Order from the tower of 


Twas brilli j, and the slithy toves did gyre and gimble in the wabe.” 
That is Lewis Carroll nonsense. And, yet, it sounds like sense. The 
reason is that it has that hallmark 


of all languages whatever their 


it is grammatical. Where did you (and Carroll) 
vey sense through the structure of language? 


interpret visual information is in your 
brain—there even if you never open your 
eyes, Or, perhaps, fike the fact that two 
and two make four, the underlying rules 
of grammar are abstract Platonic truths, 
which are unavoidably true whether dis- 
covered by man or not. 

Most people, if asked, think the first is 
true: that their grammar, like their vocab- 


EEN ACETATE TTT NEED ITS I EERE 


“Then you should say what you mean,” the 
March Hare went on. 

“I do,” Alice hastily replied; “at least—at 
least I mean what I say—that’s the same thing, 
you know.” 

‘Not the same thing a bit!” said the Hatter. 
“Why, you might just as well say that ‘I see 
what I eat’ is the same thing as ‘I eat what I 
see’! 


Illustrations by Sir John Tenniel from Lewis Carroll’s 
Alice books. 


arrive at the right answer only jf it starts 




































ulary, was simply picked up by imita 
Until the 1950s, most psycholog 
agreed. An American, Leonard Bl 
field, dominated the field with his the 
of learning: by analogy. Consider wor 
order. A child hears, say, cat in front ¢ 
sat in front of mat and tentatively hypo 
esises the rule agent-action-object: Whe: 
he next hears a sentence, he tests his id 
and, lo, it works. 
Then Professor Noam Chomsky 
America’s Massachusetts Institute o 
Technology challenged this view. He 
gued that there was too much that i 
simply could not explain. For example 
different languages are remarkably con 
sistent in their basic structure. Yet withir 
each language there are endless mino 
idiosyncrasies. Especially when speaking 
people break rules all the time, neve: 
more so than when talking to youn 
children. As computer programmer. 
know only too well, everyday English i 
far too inconsistent for anything but 
highly sophisticated computer to :und 
stand. Likewise, Professor Choms 
maintained, it would be impossible for an 
infant to generalise from the varied, ye 
limited, examples he hears, None 
less, a child is capable of learning 
tongue with equal fluency. iE 
How can one explain this? A learning 
strategy, Professor Chomsky argued, can 
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with a predisposition to make some gen- 
eralisations and to reject others. In other 


English or Eskimo with equal ease be- 
DE cause certain fundamentals of grammar 
2E are common to all languages—and these 
__ are innate universāls. 
a Two points must be made clear about 
E Professor Chomsky’s theory. First, it 
_ does not postulate that all of language is 
“hard-wired” in the brain, let alone any 
_ individual language. Innate universals of 
= grammar constitute the basic underpin- 
= ning of the structure of language. The 
Be pe abuloy that is plugged into the frame- 
work must be learned. So must the idios- 
_ syncrasies of syntax and inflection of 
_ individual languages. Moving from innate 
grammar to the specific grammatical rules 
_ of an actual language involves what Pro- 
dead Chomsky calls a process of “‘trans- 
formation”, and it is here that the superfi- 
cial differences between, say, the word 
_ order of German and English creep in. 
=: Second, the theory does not try to 
= reduce Lewis Carroll to his genes. To say 
ag that there are innate ground rules—or a 
_ genetic predisposition—is not to postu- 
_ late something immutable. Language it- 
3 self and any individual’s use of it are 
= products of both nature and nurture. Like 
intelligence, the capacity for language can 
_ be moulded. 
= Notall experts in language accept Pro- 
fessor Chomsky’s theory. And some, 
while agreeing that something about the 
human capacity for language is probably 
-~ innate, suspect that, rather than a list of 
at ammatin universals, it may consist of 
some simple set of rules by which univer- 
sals are acquired. 
-One point is beyond dispute, however. 
A f Professor Chomsky’s challenge has been 
_ fruitful. It stimulated an enormous 
-amount of research aimed at testing his 
am propositions. Scientists set out to try a 
number of approaches: to compare differ- 
= ent languages; to watch normal children 
4 on the first rungs on the linguistic ladder; 
_ to study the spontaneous development of 
_ language among deaf children deprived 
_ of training in sign language; to attempt to 
_ teach apes, dolphins and even parrots to 
use language; and*so on. The rest of this 
= article looks at the fruits of some of this 
_ Tesearch 


a _ Learning to speak 
_ Begin with the helpless infant, deluged by 
: ; = crooning relatives and admirers. How 
= does he first grasp the fact that this noise 
is structured communication? Professor 
~ Jerome Bruner, working at Britain’s Ox- 
ford University in the 1970s, believed that 
- to discover the answer one must examine 
_ how mother and child communicate be- 
fore the child can talk at all. A mother 
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often reports that the first moment she 
feels that her child is a person is when 
their eyes meet. And from eye contact 
develops joint attention. By looking 
where the mother looks, he sees what she 
is seeing. 

At about seven months of age, the baby 
progresses further. He starts to under- 
stand what it is that is holding his moth- 
er’s attention and simultaneously to grasp 
that her insistent voice is an attempt to 
draw his attention to that object, ‘‘birdie, 
birdie”. When a year old, he often points 
at the birdie and repeats, inexpertly, the 
name. He has grasped the rudiments of 
“naming”—of putting labels on things 
(and, eventually, on abstract ideas, too). 

Dr John MacNamara of McGill Uni- 
versity, Montreal, believes that the actual 
capacity of naming is not learned, though 
the labels themselves are. For one thing, 
it appears much too young. For another, 
deaf children whose parents do not use 
sign language develop their own ‘“‘names” 
or symbols. Dr Susan Goldin-Meadow at 
the University of Chicago studied the way 
such children dealt with a clockwork 
duck. The symbol the children used ini- 
tially was paddling feet. At a later stage, 
it suddenly changed into the action of 
turning a key to wind up the toy. Still 
later, it was simplified into a brief and 
economic little twist of the hand. 

The symbol had been transformed by 
the children—without outside help—into 
an abstract form. This is taken to its 
extreme in spoken words, which are rare- 
ly onomatopoeic. Cuckoo is obvious but 
in what way can pigeon be said to have 
some direct bird-like quality? 

Most words are not, like sentences, 
composed of sub-units. There are obvious 
exceptions, like antidisestablishmentar- 
ianism in English, and Turkish and Ger- 
man both amalgamate words frequently. 
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But, on the whole, a word is a single 
concept, understood as a package and not 
opened. 

Well, yes . . . but words normally oc- 
cur in a phrase or sentence. How are they 
differentiated from the babble of sound? 
At one level, this remains a mystery: it is 
impossible to design a rule that picks out 
the end of each word by looking for 
particular combinations of sounds, for 
example. Segmenting speech is clearly a 
very deep-seated capacity; infants show a 
preference for speech-like sounds over all 
others at the age of one month. 

There is evidence that, in certain lan- 
guages at least, people pay a lot of 
attention to stressed syllables. Young 
children speak as if dictating telegrams, 
omitting the small, unstressed words; 


they also simplify words to omit the 


unstressed syllables: for example, they 
say e’fant for elephant, raff for giraffe. 

Likewise, they omit suffixes like -ing andy 
-ed at first. Se 

According to the work of Professor 
Dan Slobin of the University of California 
at Berkeley, this leads to an interesting 
difference between languages. In Turkish 
and Serbo-Croatian, for instance, a word 
is changed from subject to object by 
adding a suffix. Children learn this at a 
later age in Serbo-Croatian than in Turk- 
ish. The reason seems to be that Turkish 
suffixes are bold, long syllables which do 
not deform the sound of the words to 
which they are attached—in effect, they 
are extra words. Suffixes in Serbo-Cro- 
atian are unstressed and small. Tending 
to ignore unstressed syllables, the child 
does not pick these up so quickly. 

A word, then, is a label, firmly rooted 
in a single concept. (The fact that words 
such as lap, like and scale are ambiguous 
need not trouble you; it is usually obvious 
from the context which single meaning is 
intended.) What about a phrase? Tt 
subject of a sentence may be denoted by 
single word like he. It may need a string ot ~ 
words—for instance, the quick brown fox. 

Dr Charles Read and Dr Peter 
Schreiber of the University of Wisconsin 
did an experiment in which seven-year- 
old children were trained to pick out a 
particular subject phrase from a spoken 
sentence. They did much better when the 
phrase was longer. The two scientists 
argue that this reflects the fact that short 
phrases do not have time to develop the 
pattern of intonation that is used to 
bracket a phrase. 


In search of universals 
What evidence is there of universal lin- 
guistic structures? Take four examples. 

@ Tell-tale mistakes. Children sometimes 
use rules governing word order or inflec- 
tion which are different to those their 
parents use. In some cases, they seem to 
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We streamlined our structure. 
We strengthened our management. 


You can read in our Annual Report about our 
strategy and the successes we achieved in 1983. 
To receive your copy, please post the coupon. 

















To: The Registrar (CAP 3/4) S. Pearson & Son plc, Lloyds Bank, Goring-by-Sea, West Sussex BN12 6DA 
Please send me your 1983 Annual Report. 
Name _ = ne 
Address 2 a SS 
P L Publishing Fairey Lazard Brothers Royal Doulton Midhurst 
INFORMATION AND ENGINEERING MERCHANT FINE CHINA OIL AND 
ENTERTAINMENT BANKING OIL SERVICES 








Illustration from ‘Chariots of Fire’ by courtesy of 20th Century Fox. © Enigma Productions Ltd 1981. 
Goldcrest — a part of Pearson — provided the development finance. 














For foreign exc 
‘ome to the pro 
Swiss Bank Corpi 





General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwid 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlant: 
Calgary, Chicago, Houston; Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver, Latin America: Bogotá; Buenos Aires, Caracas, Limi 
Mexico, Panama, Rio de Janeiro, Sao Paulo, Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asit 


: Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. : 
2 i — Y x is Lintas Zurich SBV 118 


“Foreign exchange is one area 


where the need 

for professionalism at every 
stage is glaringly obvious. 
We like to think that’s why so 
many customers come to us. 
And we're pretty sure that’s 
why they stay with us.” 

Arno Semadeni, 

Senior Vice President 


ge, 
Ssiona 
ation. 


If foreign exchange is 
important to your business, 
you already know how 
much you need professional 
advice as well as pro- 
fessional execution. The 
ability to anticipate sudden 
swings on the currency 
markets, and to protect your- 
self accordingly, can be 
just as important as the 
split-second timing and vast 
network of contacts required 
F to conduct the actual 
transactions. Our worldwide 
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experience and 
organizational depth are big 
advantages on both counts. 
There's a historical aspect, 
too. We developed our 
foreign exchange expertise 
in response to our customers’ 
needs. And our customers 
have been internationally 
oriented, and very exacting, 
for more than a century. 


So when you have a question 


involving foreign exchange, 
we're pretty sure we can help. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
societe de Banque Suisse 


The key Swiss bank 


It’s not impolite to ask the age 


of a Lufthansa plane. 
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be “correcting” the-language in line with 
their own instincts. In. Russian, for in- 
stance, the subject is often distinguished 
from the object not by word order as in 
miglish but by a suffix on the end of the 
ject. Yet Professor Slobin found that 
“¥Oung Russian children ignore this at 
first; they leave. off the suffix and change 
word order when they wish to change the 
role of a particular word or phrase: ' 
In some ways, the relation between 
word order and meaning'seems'to go very 
deep: Subjects nearly always start señ- 
tences, even in the spontaneous. sign 
languages of Dr Goldin-Meadow’s deaf 
children. Children show a reluctance to 
reverse the order of words when posing 
questions. They prefer to say “you are 
_ well?” and indicate that it is a question by 
intonation. So, often, do adults. Al- 
though’ President Mitterrand has been 
complimented for his purist tendency to 
shift word order in posing questions, most 
_ Frenchmen do not: they use intonation or 
: at” by putting est-ce que in front of a 
atemient, 
Of course, word aides is not an iron 
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“When I use a word,” Humpty Dumpty said, 
in rather a scornful tone, ‘it means just what I 
choose it to mean—neither more nor less.” 

“The question is,” said Alice, “whether you 
can make words. mean so many different 
thin 

ie question is,” said Humpty Dumpty, 

sowie is to be master—that’s all.” 





rule in adult language: witness worlds his 


mighty voice obeyed, odd but allowable - 


English. And there are cultural conven- 
tions—though they sometimes seem to go 
against the grain. For example, in En- 
glish, split infinitives are supposed to be 
taboo. Especially in the spoken language, 
people use them all the time. 

@ Overgeneralisation. Young children of 
about two or threé years old happily learn 
unusual English past tenses (eg, brought) 
and plurals (eg, feet). But, at about age 
four, they correct themselves for a peri- 
od. They start saying bringed and foots. It 
appears that a-child tries to make the 
exception conform to the rules, and rea- 
lises only later that exceptions there must 
be. 

© Creolisation. The European colonial 


‘empires spread their languages around 


the tropics in the nineteenth century and 
left a legacy of new tongues known as 
Pidgins or Creoles, with vocabularies de- 
rived partly from local languages. These 
languages often share grammars that are 
more similar than would be expected 
from the variety of European and native 
languages that go into them. 

Technically, the languages are known 
as Pidgins when learned and spoken by 
adults only; as Creoles when learned by 
children. The interesting point is the 
change that occurs when children learn 
them. Creole grammar is at least partly 
invented by the children, and its consis- 
tency is evidence for universal grammar. 

Consider the language known as Tok 
Pisin that is spoken in Papua New Guin- 





brief prefix to the 






ea. The first speakers of Tok Pisin, who 
learned it as adults, had no future tense; 
they used the word baimbai (from the 
English term by-and-by) at the beginning 
of a sentence. Later generations, still 
learning the tongue as adults, moved the 
word to beside. the 4 verb. And that 
was that. BOG tei 

Now, children: 
and they have short 
















widely learned by childr 


who learnt it ‘as 
Intriguingly, too, many 
children introduce ar 


ble negatives like are n't 
@ Isolation experiments. In 18 
less and dumb young man wa 
Nuremberg’s main square, 
prayer book and a letter. Ne 
Hauser, he was thought to have b n ke 
in total isolation since: birth. There hav 
been a handful of such cases in r : 
years. How do they cope with language? 
(They do not, as King James I of England 
thought, turn out to speak fluent 
Hebrew.) 

The most studied case was that © 
young American woman named Geni 
who was kept in a small room’ in Lo 
Angeles between the ages of 20 month 
and 13 years. Released, she had littl 
difficulty with vocabulary and with some. 
grammatical rules (word order, joining | 
clauses with words like and, but, and- 
which). However, she had extraordin 
trouble with others—the plural “s 
example. 

It is tempting to suggest that Genie’. 
difficult areas correspond to learned co: 
ventions, and her easy ones to inn 
universals. But such a conclusion is pre- 
mature. Her deprivation must have had _ 
effects on her.mind in many unseen ways 

































































and she is, like everybody else 
idiosyncratic. 
Transformation 


Suppose, for argument’s sake, that a chil 
naturally uses innate grammar: If 80, | 
must radically change his grammar a 
some stage. Why? Take the examp! 
word order in a simple sentence. An adi 
may say in English John eats a crocodile 
he may also say John is eaten by 
crocodile. In both cases, he begins th 
sentence with the subject followed by t 
verb but his meaning has changed utterly 
The concept of subject is a purely linguis 
tic idea. : 
So is real grammar merely a set o 
conventions about syntax and inflect: 
Professor Michael Maratsos of the U 









versity of Minnesota points out that Ger- 
man genders sometimes have little to do 
with the sex of the words to which they 
tefer, For example, the neuter gender is 
given to words.that.end in -chen like 
Madchen (young woman). This rule looks 
rather like an arbitrary collection of facts: 
the use of the words das and es rather 
han die and sie, for instance, and of 
Deuter endings on adjectives. Maybe, 
ays Professor Maratsos, all grammatical 
rules are the same. 
Or maybe not. One promising ap- 
proach to grammar in recent years has 
been the so-called “learnability” theory 
developed by Professor Kenneth Wexler 
„and his colleagues at the University of 


And, as in uffish thought he stood, 
The Jabberwock, with eyes of flame, 
Came whiffling through the tulgey wood, 
And burbled as it came! 

One, two! One, two! And through and through 

The vorpal blade went snicker-snack! 

He left it dead, and with its head 
He went galumphing back. 
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California at Irvine. Learnability at- 
tempts to work out what innate knowl- 


edge a child must bring to bear on the, 


language that he hears in order to extract 
its rules. It is based on two ideas: no 
description of syntax should use rules that 
are not learnable; children cannot devel- 
op rules that do not turn up as syntax in 





, th actual spoken language. That sound: 


‘conclusions ‘that flow from it are les 


-them as a child progresses, the better to 





like common: sense. But some of th 



















obvious. 

Take “motherese”, the simplified! 
speech of a mother to her child. An adult: 
uses motherese to make statements easier” 
to. understand, gradually elaboratin 











teach him. But some of asmother’s re- 
marks to her young child are ungrammati- 
cal. Also, most are imperatives or ques- 





‘tions; only about a third are statements, 


the commonest form of utterance made 
by the child. According to the learnability 
approach, this i$ actually counter- 
productive. l 

Professor Wexler has shown mathe- 
matically that complicated sentences are 
actually easier to learn grammar from 
than simple ones because there are fewer 
ways of interpreting them, Johnnie play is 
open to myriad syntactical interpret 
tions. Johnnie can play with the toy to 
is not, 


Problem solvers : 

So far, we have discussed the way chil- 
dren acquire language in isolation. In 
practice, of course, a child is simulta- 
neously acquiring other knowledge and 
skills, Jean Piaget, the Swiss psychologist, 
who was opposed to Chomskian ideas, 
argued that language is acquired gradual- 
ly along with other skills, in a series of 
cumulative mental discoveries. 

Some psycholinguists carried this fur- 
ther. to develop the. idea. of so-called 
conceptual underpinnings of language. 
To make the statement /f it rains, I will 
take an umbrella requires comprehension 
of one future event. being dependent on 
another. In Russian; such remarks are 
grammatically simple.to express but chil- 
dren. produce them relatively late. Could 
this be because their ability to "D 








future interdependent events has not 
arrived? 

Most language experts think not. Chil- 
dren are keen to use words they do not 
understand, for example, the query. why 
(which they apparently usein an attempt 
to. discover its: meaning). Genie, the iso- 
lated child, learned language much more 


slowly than -other mental skills. When 


equivalent to a two-year-old in language, 
she was thinking like a child of at least six 
according to-standard cognitive tests. Re- 
tarded children sometimes show the op- 
posite: a rich linguistic, buta poor cogni- 
tive, ability. 

So language is a separate skill. Howev- 
er, that is not to say that children set 
about learning it in a. way that-is com- 
pletely. different from the way they learn 
other skilis. 

Dr Annette Karmiloff-Smith of Brit-. 
ain’s Medical Research Council's Unit of 
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(Cognitive Development in London has 
analysed the behaviour of children learn- 
‘ng language and solving other problems. 
She suggests that not only do the two 
activities have much in common but that 
(they also shed light on motive. She be- 
flieves that a young child does not regard 
(language merely as a tool (to express his 
fideas and to communicate with his fel- 
flows) but rather as a set of intriguing 
problems to be solved. 

She found that, when asked to narrate 
ja simple story from a series of pictures, 
children of different ages show three 
\different phases. In the first, a child tells 
the story as a series of little stories, one 
for each picture; his language is correct 
but simple. In the second, he tries hard to 
tell the story as one whole, and, in doing 
so, neglects to give much detail. In the 
third, he combines both approaches to 
achieve detail and flow. She ran an ex- 
ee to see how that compared with 





phases a child passes through in 
ving a problem: balancing a variety of 
blocks on a narrow bar. 

In Dr Karmiloff-Smith’s experiment, 
some of the blocks were normal ones that 
balanced easily; some had conspicuous 
weights on the side; others had weights 
hidden asymmetrically inside. In phase 
one, the child tried each block in turn 
and, by trial and error, balanced it. He 
learned nothing and began afresh for each 
block. In the second phase, the child 
would try the geometric centre of each 
block and, if it failed to balance, give up. 
In the third phase, trying the geometric 
centre first, he then discovered the true 
centre of gravity by experiment. After 
solving the problem for one block, he 
looked for others of the same type before 
trying a new type. 

Conclusion: a child begins by trying to 
solve each problem as an isolated case; he 

en overrides this with a general rule— 
è successful but more consistent; finally 

e learns to modify the rule to make it 
more realistic. Recall the process of over- 
generalisation when children say bringed 
instead of brought, or the example of 
Creolisation. At a certain stage, it seems, 
what is important to the child is that his 
strategy is organised (rule-governed), not 
that it is successful. This, perhaps, is what 
most distinguishes man from beast. 


Animal farm 


Can animals use language? There are 
some examples of structured communica- 
tion among creatures: bees, for instance, 
use an abstract code to convey to their 
fellow workers the exact distance and 
direction from the hive of a source of 
nectar. And the whistles and squeaks of 
dolphins may conceal fairly sophisticated 
talk. But, for the most part, animal “lan- 
guage” is communication without ab- 
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ees 
Intelligence without grammar? 


straction. A nightingale or a blue whale 
may soliloquise for hours, but what im- 
presses the females of their species is the 
virtuosity not the structure or meaning of 
their songs. 

One exception is alarm calls. It has long 
been suspected that some birds and mam- 
mals have different “words” for different 
enemies; in African vervet monkeys this 
has now been proven beyond doubt. 
According to recent research by Dr Rob- 
ert Seyfarth and Dr Dorothy Cheney 
from the University of California at Los 
Angeles, a vervet monkey has one alarm 
call for leopard, one for snake, one for 
eagle and so on. This makes sense be- 
cause the appropriate response depends 
on the type of predator: going out on a 
thin branch of a tree may help to elude a 
leopard but not an eagle. By playing the 
right recording, the scientists were able to 
elicit the expected reaction. But words, as 
we have seen, are not language; to vocab- 
ulary, you must add grammar. 

Like children, many animals have to 
learn to communicate and, again like 
children, go through a “critical period” of 
learning. Birdsong is like human lan- 
guage in this respect. A white-crowned 
sparrow or a chaffinch will learn the 
correct song only if exposed to adult 
examples in its first few months of life. 
Without this exposure, it does sing, but 
feebly. 

Nor is there any doubt that animals can 
be taught to do clever “linguistic”’ tricks. 
Dr Robert Epstein and his colleagues at 
Harvard University have trained a pigeon 
called Jack to play a little game with 
another pigeon called Jill. Jack presses a 
button on which is written what colour? 
In Jill’s cage, one of three colours is 
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illuminated in a tube which Jack cannot 
see. Jack then sees Jill name the colour by 
pecking a key marked with the right word 
(in English). He pecks a thank-you key 
and names the colour Jill indicated by 
pecking the key with the appropriate 
English label on it in his own cage. Both 
then get a reward of food. 

This is rather like talking to a cash 
register. Indeed, the point of teaching the 


trick was to show that a simple pattern of 


rewards can produce phoney language. 
Some researchers think that, willy nilly, 
much the same phoney results have been 
produced by work with apes. 

There have been many attempts to 
teach apes language. The most influential 
was by Professors Allen and Beatrice 
Gardner at the University of Nevada. 
They taught a chimpanzee called Washoe 
132 signs from American sign language in 
four years. Nobody doubts Washoe’s 
ability to make particular signs on seeing 
particular objects. The arguments con- 
cern two further claims. One was that 
Washoe (and her successors) could un- 
derstand that a symbol was somehow an 
abstract unit which could be used in 
combination with others to make new 
signs. The second was that she could put 
together signs grammatically—that she 
realised that order affected meaning. 

The original enthusiasm for these 
claims has been badly dented by criti- 
cisms, especially those from Professor 
Herbert Terrace of Columbia University. 
He trained a chimpanzee called Nim 
Chimpsky in much the same way as 
Washoe had been but then analysed his 
own and others’ results to conclude that 
the apes were doing little more than 
copying rote sequences. 

For instance, he said, when Washoe 


called a radish a cry-hurt-food, she may 


have merely been combining the signs for 
the three effects of the experience— 


rather than consciously inventing a name ~ 


for the radish. More generally, Professor 
Terrace claimed there was evidence that 
the apes in the experiments were nearly 
always being cued by their trainers’ signs 
(albeit unintentionally). 

He pointed out, too, that, unlike ba- 
bies, the apes showed no pleasure in the 
experience of language. It remained a 
means to an end. In a famous incident, 
Washoe responded to a doll in her cup by 


signing baby in my cup, and this was — 


hailed as a complete sentence. But a film 
of the incident shows that she may have 
merely copied her trainer; as she finished 
her performance, she grabbed the toy, 
knowing she had to make the signs before 
she could do so. For babies, the fact of 
having encoded an idea in structured 
language seems often to be reward 
enough. You teach an ape; you watch a 
child learn. 
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Whe woman in Joyce’s 
way 


YLVIA BEACH AND THE LOST 
{GENERATION 
By Noel Fitch Riley. 
souvenir Press. 447 pages. £14.95. 
"Available from W. W. Norton, New York. 


What were all those Americans doing in 
aris between the wars, anyway? The 
tory of Sylvia Beach helps to answer the 


uestion. 
p- daughter of a Presbysterian minis- 
from Princeton, New Jersey, she was 
not a writer or an artist. She was a 
bookseller. But she was inventive, ener- 
ketic, ambitious, tolerant, interested in 
experimental literature—and homosex- 
jal—at a time when America was isola- 
tionist, racist, philistine and puritanical. 
Like Hemingway, Fitzgerald,. Macleish, 
George Antheil, Gertrude Stein and the 
whole American cast of exiles in Paris of 
the 1920s, Sylvia Beach exemplified some 
of the best American qualities abroad 
when America was at its worst at home. 
It took American determination, opti- 
mism and impatience with obstacles to 





Lady of letters 
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publish “Ulysses”. And to put up with 
James Joyce. Sylvia Beach had the good 
(or mis-) fortune to meet Joyce one 
afternoon in 1920, eight months after she 
had founded her Shakespeare and Com- 
pany, the first English-language book- 
shop-cum-lending library in Paris. He was 
round at her shop next morning, to put in 
his claim for the comfort and sympathy 
she was dispensing to all avant-garde 
writers in English. A few months later, 
after an obscenity trial in New York, it 
was clear that “Ulysses” could not legally 
be published anywhere in the English* 
speaking world. Sylvia asked for the hon- 
our to bring it out in France. 

Joyce granted her more than that: the 
right to let him, and his children, dip into 
the till of Shakespeare and Company 
when they were short of cash (which was 
always), to write almost a full third of 
“Ulysses” in the form of author’s correc- 
tions in the margins of the proofs—and to 
give him 66% of the profits. Also, to help 
him find flats, doctors, taxis, reviewers 
for his books and even other money- 
lenders. Also, to live on short rations 
while he and his family dined out nightly 
on the Champs Elysées. (Thanks largely 
to another spinster, Harriet Shaw Weaver 
of London, who devoted her money to his 
art.) In return, he withheld any rights to 
the American edition of “Ulysses” from 
her. 

By 1931, the disparity between Joyce’s 
living standard and Sylvia’s own caused 
her lover, Adrienne Monnier, to writé 
bitterly to Joyce. Miss Monnier also put 
pressure on Sylvia to demand a large 
share, $25,000 (about $200,000 in today’s 
money), from the American publishers 
when the way was finally cleared for 
“Ulysses” to be published in the United 
States. But when she tried to insist on her 
rights, Joyce dispatched one of his Paris 
Irish mafia, Padraic Colum, to shame her 
out of them. “You are standing in Joyce’s 
way,” he said. She caved in and demand- 
ed nothing. By the late 1930s, Shake- 
speare and Company kept going thanks 
only to the gifts of friends. 

Sylvia Beach has not had a proper 
biography until now for two reasons. One 
was her reticence. She laundered her 
memoirs, “Shakespeare and Company”, 
through many drafts until not a shred of 
bitterness or revelation remained in it. 
(Except enthusiasm, that is. She could 


never conceal that.) The other is that 
lesbianism has until recently been good 
only for a giggle. 

This painstakingly researched book by 
an American professor of literature is 
becoming one of the standard texts for 
anyone interested in Paris of the 1920s. 
Unfortunately, it has a curious, irritating 
flaw: anarchic paragraphs which never 
lead in the direction they promise. 

It disappoints also in not giving any 
more insight into the emotions of Sylvia 
Beach than did her own prim words. “My 
loves were Adrienne Monnier and James 
Joyce and Shakespeare and Company,” 
she said. But she lost all three. The drama 
will have to be imagined, as documents 
do not exist, of what happened on the day 
in 1936 when Sylvia returned from her 
first visit in 22 years to America to find 
that Adrienne Monnier had installed a 
younger woman in her place. 

Sylvia was not butch in the Stein 
mould, or flamboyant. She was girlish— 
Hemingway commented that she had 
pretty legs—brisk, friendly. And mother- 
ly. She scolded Hemingway for not eating 
properly and invited him and his wife 
round for a good meal. She let Ezra 
Pound and others receive their mail at her 
shop. She had a corner for their toddlers. 

To all the writers she lent books (which 
they did not always return), called the 
newest T. S. Eliot poem or little review to 
their attention—and made her shop the 
centre of English literature in exile. Her 
rewards came in strange ways. Hemingway 
personally liberated the rue de l’Odéon in 
1944 and gave Sylvia a big hug. 

The current fascination with the period 
may end with a movie of her life. Is she a 
plausible character today: a saint with 
bobbed hair, the patron of starving art- 
ists? “I shall think of her,” said Samuel 
Beckett when she died, “when I think of 
goodness.” And Joyce, monomaniacal 
but not heartless, would not disagree. © 
“All she ever did,” he said when someone 
disparaged her, “was to make me a gift of 
the 12 best years of her life.” 


Rescue mission 


GRENADA: Revolution, Invasion 
and Aftermath 

By Hugh O'Shaughnessy. 

Hamish Hamilton. 258 pages. £12.95. 


What President Reagan called his ‘‘rescue 
mission” in Grenada was, according to 
Mr Hugh O’Shaughnessy, the action of an 
imperial power consolidating its regional 
hegemony with the shameful complicity 
of neighbouring island-governments. Mr 
O’Shaughnessy, veteran correspondent 
on Latin American and Caribbean affairs 
for the Financial Times and the Observer, 
was one of the reporters who managed to 
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sail to Grenada at the height of the 
operation. This book describes how Mau- 
rice Bishop’s revolution fell apart and 
what happened afterwards. 

Mr O’Shaughnessy’s sympathies in the 
Grenadian affair lie with Bishop. He is at 
his best drawing a warm portrait of the 
young radical lawyer in London, the rebel 
leader and, finally, the prime minister 
trying to impose revolutionary zeal on the 
favourably inclined islanders. His de- 
scription of how the New Jewel move- 
ment disintegrated, as Bishop’s ideologi- 
cal mentor, Mr Bernard Coard, split with 
the leader and eventually destroyed him, 
is clear and convincing. 

Bishop’s control of the media and his 
refusal to hold elections, however, are let 
off lightly. Mr O’Shaughnessy argues that 
Bishop had a theoretical commitment to 
free speech, and anyway press control in 
Grenada was puny compared with the 
Reagan administration’s anti-Grenada 
press barrage. And though Bishop had 
wrongly refused to hold a referendum or 
poll to formalise his informal mandate, he 
was planning a new constitution, includ- 
ing “some provisions for democratic ac- 
countability”.. Where his New Jewel 
movement went wrong, writes Mr 
O’Shaughnessy, was in its adoption of 
“vanguardism”’, or rule by a self-assertive 
group that was out of touch with reality. 
There is no analysis of the secret arms 
deals with Russia and North Korea. 

Mr O’Shaughnessy has scarcely a good 
word for the United States. Of the wel- 
come which the American intervention 
received from ordinary Grenadians, he 
writes that it was genuine and genera- 
lised, yet it would have taken a foolhardy 
or deeply committed Grenadian to con- 
demn it. He condemns the operation on 
the grounds that the regime which suc- 
ceeded Bishop’s, under General Hudson 
Austin, would have collapsed anyway 
because it was unpopular. With all those 
guns and Cuban advisers? 


No fanatic 


JOSHUA NKOMO: The Story of My 
Life 
Methuen. 270 pages. £9.95. 


What do post-independent governments 
do with African nationalist leaders who 
had a prominent role in the struggle for 
independence, but who emerge as oppo- 
sition leaders afterwards? Just as Harry 
Nkumbula and Simon Kapwepwe once 
embarrassed President Kenneth Kaunda 
in Zambia and Mr Oginga Odinga once 
embarrassed President Jomo Kenyatta, 
so today Mr Joshua Nkomo embarrasses 
Mr Robert Mugabe in Zimbabwe. 

Mr Nkomo, relegated against his own 
wishes to the role of leader of the Nde- 
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Joshua fit the battle, too 


bele and associated tribes, represents far 
too few people in Zimbabwe ever to hope 
to win a democratic election. Yet he also 
represents far too many people comfort- 
ably to be tolerated by a government that 
wants to introduce a one-party state to 
promote national unity and to show who 
is baas (its motives are genuinely mixed). 
In the end, he and his followers will 
doubtless have to come to heel. In the 
meantime, Mr Nkomo is having his say in 
this well-written, though not always per- 
suasive, autobiography. 

Mr Nkomo has, in the minds of tough- 
er-minded African nationalists, too often 
compromised their cause. Why, they ask, 
did he play footsie with the Southern 
Rhodesian government of Mr Godfrey 
Huggins (later Lord Malvern) at the st 
of negotiations for the creation of ine 
fated central African federation in t 
early 1950s? Or come so close to endors- 
ing the constitution negotiated with Brit- 
ain by the government of Sir Edgar 
Whitehead in the early 1960s? Or irritate 
the Arabs by obtaining a visa to visit 
Israel? Or show willingness to talk peace 
before the government of Mr Ian Smith 
was ready to concede all but uncondition- 
al surrender? 

On all of these controversies Mr 
Nkomo tries to convince the reader (and 
himself?) that he was just as ruthless as 
anybody else and that he has been scan- 
dalously misrepresented. He does not do 
himself justice. His strength, and his 
weakness, is that he is at heart an easy 
going, good-humoured sort who finds it 
hard to hate; a clumsy jumbo rather than 
a rogue elephant. 

Though he tries hard to suppress it, this 
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fnerosity of spirit shines through these 
ages. After 10 years of internal exile at 
ponakudzingwa, a hellishly hot place in 
.€ back of the Zimbabwean beyond, he 
fill sees far more good than bad in the 
hites of Rhodesia. And he expresses 
tanks for past favours, even when this is 
politic. Mr Tiny Rowland, the British 
atrepreneur who supported his cause 
iring the civil war, is to Mr Nkomo “‘a 
pn-in-law, what we call the mkwenyana, 
fe of the family by marriage. He made 
tnerous contributions to me”. 

Yet Mr Nkomo is the man the govern- 
vent of Zimbabwe tries to discredit as a 
natic. Whatever else he may be, he is 
ot that. 


Jut of step 


ILAIRE BELLOC 
y A. N. Wilson. 
b Hamilton. 398 pages. £12.95. 


is that oddity, an attractive and 
igaging book about a man who was 
»spicuously—indeed almost as a matter 
f conviction—neither. Hilaire Belloc 
as born into a Franco-British family in 
370, the year France’s war with Prussia 
2gan. He was to keep his sometimes 
<asperated love for France, along with a 
atred of Germany, all his life. 
After his father’s death, the family 
‘ttled in England, where his mother, by 
combination of fecklessness and mis- 
aced good faith, lost the very comfort- 
dle income she had inherited. Belloc, 
laracteristically, was to blame this on 
ie: machinations of financiers, and for 
m that meant the Jews, 
Belloc’s anti-Semitism, Mr Wilson sug- 





fortlessly superior 
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gests, is the real reason he is so little read 
today. He does not attempt to gloss over 
the issue, but it is not enough to argue, as 
he does, that this was widely shared 
among the Edwardian upper-classes 
whom Belloc affected (although it was), 
nor that Jews were over-represented in 
the financial world (although they were), 
nor, as Belloc himself argued in what he 
called “my admirable yid book” (“The 
Jews”, published in 1922), that he at least 
realised the existence of an essentially 
Jewish personality. Belloc’s anti-Semi- 
tism was not reasoned; it was visceral and 
virtually paranoiac. 

The young Belloc tried a variety of jobs 
before the family scraped up enough 
money to send him to Balliol College, 
Oxford, in 1893. And there he found his 
niche, displaying an effortless superiority 
in self-projection and a certain facility for 
history he never lost. The Oxford years 
may have been:happy, but they ended ina 
self-engendered disaster, Belloc’s failure 
to get a fellowship at All Souls’. Dons 
were to join Jews in his private demonol- 
ogy, and, indeed, to become synonymous 
in the sad coda of his senility before his 
death in 1953. 

There followed work as a professional 
man of letters, a marriage (Belloc would 
seem to have preferred masculine com- 
panionship and travel to the society of his 
wife and family, although he made a cult 
of her memory after her early death), and 
a curious period as a maverick Liberal 
member of parliament between 1906 and 
1910. Belloc’s political beliefs, excellently 
described by Mr Wilson, seem to have 
been a bizarre melange of Lord John 
Manners and “Young England” on the 
one hand, and the encyclicals of Leo XIII 
on the other, laced, as always, with anti- 
Semitism. 

Belloc was a prolific writer, particularly 
of history, for the reason, as Mr Wilson 
wryly emphasises, that in his later years 
he was always. writing the same book: 
Belloc should be remembered, the author 
continues, for a few of the more discur- 
sive books like “The Path to Rome”, for 
the marvellously deadpan children’s 
verse, for his talk, and above all for 
himself; “he was more strongly, more 
vigorously, more riotously, more intoler- 
ably himself than almost any other human 
being”. 

But the trouble is that nothing perishes 
more quickly than conversation, and of 
that, sympathetic, entertaining and ele- 
gantly written though this biography is, 
there is only the mute testimony of Bel- 
loc’s long-dead friends to the charm and 
the gusto. 

What remains in the memory is rather a 
purblind pugnacity, the prickly combat- 
iveness of a man for whom the rest of the 
regiment was, always, out of step. 
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Antoine Wiertz 


Ripe for rediscovery 


BRUSSELS 





Who decides whether an eccentric is a 
genius or a fruitcake? In art, as in other 
fields, the gap between them can shrink 
or expand according to the fancy of the 
age. Take Antoine Wiertz, Belgium’s 
nineteenth-century wonder boy, who 
went for immortality at full tilt and is now 
known mainly by visitors to the lonely 
museum in Brussels that houses his ex- 
traordinary works. 

Confronted on one wall with enormous 
pyramids of battling bodies, sinking fang- 
like teeth into vulnerable bare loins, on 
another with fleshy females, lolling or 
raving or repulsing rape, the mind reels. 
For all the exultant manipulation of anat- 
omy, this is horror-comic art—often with 
stern moral messages underneath. 

Initial shock at the young mad woman 
with swivelling eyes, tearing out her hair 
while pot-roasting a limb from the swad- 
dled baby on her lap, is likely to be 
followed by a double-take when the pages 


scattered at her feet decode into an in- — 


come-tax demand. In another painting, a 
ripely nubile young woman sprawled na- 
ked on her bunk-bed reads a novel from a 
supply replenished by an obliging horned 
demon; topping the pile is a book by A. 
Dumas—in Wiertz’s wonky view, the ulti- 
mate moral health hazard to virgins. A 
gruesome painting, with a hand pushing 
up a coffin lid in a dark, bone-strewn 
funeral vault, horrified eye peering out 
from within the casket, seems to carry no 
lesson—unless it hints at doctors who 


One for the pot 









































Pee Pe ee NS 


KS PLUS 





FN 
gee 
E>. se, rmy F 
eiT: BOO 


The Top People’s 
Genealogists now 
at your service. 


Peerage 


Contact The Lord Teviot: 
Burke's Peerage Research Ltd 
Dept 18, 1 Hay Hill 
London W1X 7LF 
Tel: 01-409 1583 


& P.O. Box 618 
Washington DC 20044, U.S.A. 


TheEconomist 
Intelligence Unit 


El 


EIU World Outlook 
1984 


There is general agreement that 1984 will 
be a year of modest global economic 
recovery; but, does that mean Europe as 
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forecasts together with an introductorv 
statement of the international 
assumptions made on trade, interest 
rates, currencies and oil prices. 
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cannot tell a corpse from a coma. 

By 1850, when he was 44, Wiertz had 
mesmerised the newly independent state 
of Belgium into providing him with a 
studio home for life (to remain a museum 
after his death) in return for ownership of 
all his work. Belgium has kept faith— 
though, after well over a century, the 
upkeep of this temple to one man’s crack- 
pot art has become a financial chore. 

The Wiertz museum in the rue Vautier 
is a reminder of the fantasy streak in 
much Belgian art, sometimes tamed into 
whimsy, sometimes loosed with a snarl. 
Ensor’s fanciful ferocity, Magritte’s bent 
for the macabre, Delvaux’s bland and 
blank-eyed female nudes, dreamily pa- 
rading the indiscreet charms of the Bel- 
gian bourgeoisie, share a family affinity. 

The romantic novelist Ouida, born 
shortly after Wiertz died, was a great fan, 
appealing to all, as passionately as only 
she‘could, to visit “the temple of Wiertz, 
ofebare plaster and- rude timber and 
sorrowful solitude in a by-street of Brus- 
sels”. Today damp has seeped through 
the plaster, obliterating a mural strad- 
dling one corner, rain leaks through the 
glass roof and relatively few still find their 
way to this by-street of Brussels. Among 
those few, however, are worldwide 
Wiertz addicts, who keep coming back. 

In a small way, he even seems to be 
staging a comeback. Japan recently bor- 
‘towed paintings from the museum for a 
Tokyo exhibition; and a concert was held 
in the studio, beneath the monster battle 
scenes and the lickerish goings-on. 


Sadler’s Wells 
Double firsts 


The Royal Ballet’s Sadler’s Wells season 
this spring includes brand-new works by 
two young dancers resident in the compa- 
ny. Both show an encouraging inventive- 
ness and promise. Both, too, have the 
unforced quality produced by a choreog- 
rapher who knows from experience not 
only what a dancer’s body can do, but 
also the strengths of individual dancers. 

The slighter work is Miss Jennifer Jack- 
son’s “Common Ground”. It is-an ab- 
stract ballet, whose sets and costumes 
hint at a Japanese influence, and it uses 
the sensuous music of Lennox Berkeley’s 
Serenade for Strings. Thirteen dancers 
interpret the four movements closely: 
there is a seductive pas de deux for Samira 
Seidi and Michael Batchelor and a satisfy- 
ingly exuberant ensemble finale. It is 
essentially an elegant homage to Lennox 
Berkeley, and he was right to look so 
pleased. 

Mr David Bintley’s latest ballet for- 
sakes the abstract for the narrative mode. 








Father and daughter 


He has taken “Metamorphosis”, Fr 
Kafka’s bizarre and chilling parable o 
man who awakes one morning to find! 
himself transformed into an insect, andl 
given it the dimension of dance. At first. 
crouching, all elbows and knees, the man, 
Gregor, seems about to become an ento- 
mologist’s nightmare on stage, but he is 
banished to his room and seen thereafter 
only as a weird, writhing back-projection, 
more like a bat than a spider. The action) 
centres around his family. 

Looking scarcely adolescent, Gregor’s 
sister; Grete, carries the main narrative 
thread. The mother, danced by Margaret 
Barbieri, is pliant with anxiety, the fa- 
ther, a cross between Leonard Rossiter 
and Basil Fawlty, is given a tense and 
brilliant energy by Desmond Kelly: Bryl- 
creemed, moustachioed and nattily-suit- 
ed, he drums his fingers, taps his heels 
and all but begs the boy to pull himself 
together. There is a general. sense 
relief, not least to himself, when h 
given his briefcase and sent packing. 

Miss Leanne Benjamin as Grete ex- 
presses the complex reactions one feels 
when confronted with inexplicable suffer- 
ing. At times, she is a frightened child, 
swinging timorously round her father’s 
neck, at times an age-old peasant per- 
forming a solid, straight-faced Slav 
dance. Ultimately, it is she who marches 
into the brilliantly-lit doorway and re- 
leases her brother from his hideous form. 
Miss Benjamin’s is a masterly per- 
formance. 

Praise, too, must go to the music. The 
young Peter McGowan has put together a 
score that unobtrusively, but insistently, 
underlines the action. In the third part of 
the ballet, a sibilant string section strong- 
ly suggests the sound of a cricket, or even 
of a trapped fly, dispelled magically first 
by a harp, then by saxophones. 
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are not convinced it's the fastest, 
easiest, most painiess way to learn 
Spanish, return it and we will refund 
every penny you paid. 

YO ORDER, JUST CLIP THIS AD and 
it with your name and adi 









capital markets. This is a result of economics degree with a minimum 
not only the outstanding size of our of three years’ relevant experience. 
funds under management, around Our terms and conditions of 
£15,000m, but also the level of our employment are first class and 



























a money order. Or. “i 
arge ito your cre sard American activity backed by an extensive additional benefits include such 
enclosing card number, expiration date, in-house research team. things as a non-contributory 






and your signature. 

Volume t Basic. 12 cassettes (16 ht). 
instructor's manual. 464-page text. 
£89.50 (or $150 US). 

Volume Ii: intermediate. 8 cassettes 
{42 br), instructor's manual. 614 . 
“page text. £79.50 {or $132 US}. 

JAIL prices are inclusive . 

“For shipment outside Europe. 
uplease include £6 (or $15 US) 
ditional postage: 

= Many other FSI language courses also 
vailable. Write to us for free catalogue. 


A vacancy has arisen for an experi-  pension.scheme and subsidised 
enced and capable economist to mortgage facilities. á 


work within a small team of Please write in confidence, with a 
economists and financial analysts. curriculum vitae, to:- Mark Fielder. 
You would shoulder considerable — Personnel Executive Prudential i 


responsibility for monitoring and - Corporation, 142 Holborn Bars 
forecasting developments in the London EC 12NH. / 


U.K. economy with particular 
emphasis on implications for . s 
domestic capital markets and the g Prudential Portfolio 
investment strategies required for saa nee | iaitar 
our funds. A creative approachis — Managers % mited 3 


A miembér at the Prudential Group). 



















































POINTMENTS 


R LECTURER/LECTURER 
NURABLE) IN ECONOMICS 


wours or higher degree, with special - 


ience in Macro-economics (pref- 

‘including expertise in economet- 

Teaching duties will include main- 

<. macroeconomic theory 

There are opportunities for 

hand supervision of honours 
higher degree candidates. 

_ ointment not later than 31 January 


al information and application 

re obtainable from the Secre- 

‘al, Association of Common- 

i ës (Appts), 36 Gordon 

London WC1H OPF. Closing 
June 1984., 


aries: Senior Lecturer $A31,390-- 


585 per... annum; 
,734 per annum. 


isiversity of the 
atersrand, 
annesburg F 
Yartment of Business Economics 
ications are invited from suitably 
“persons regardless of sex, 
colour or national origin for ap- 


Lecturer 


NIOR LECTURER/LECTURER IN 
SINESS ECONOMICS. The suc- 
‘ applicant will be expected to 
in at least two of the areas of. 
nancial Management, Industrial Re- 
ions, Marketing, Managerial and In- 


NIOR. LECTURER/LECTURER IN 
PERTY ECONOMICS. The suc- 
sful applicant will be expected to 
mach inthe, area of real estate 
nomics. 


salary range is: Senior Lecturer: 
7-R22,173 per annum. Lectur- 
§57-R24,045 per annum. 


addition a 12% pensionabie allow- 

is payable. The initial-salary and 

‘el of appointment will be determined 

eeording to qualifications 
perience. 

ff benefits for full-time permanent 

ff include pension - medical 

+ an annual bonus - generous re- 

rch leave privileges - 75% remis- 


of tuition fees for dependants at- 


ing the University - a housing 
bsidy (if. eligible). A travel, removal 
1 settling-in allowance may be pay- 


Consideration will be given to any | 


licants who prefer to be considered 
a short-term contract rather than a 
rmanent appointment. 


lications should be lodged by. 30 
y 1984. 


a detailed information sheet con 
Mr Geoff Henning, South African 
arsities Office, Chichester House, 
High Holborn, London WC1V 7HE, 
land. 


and | 


University of Exeter 


TEMPORARY LECTURESHIP IN 
ARABIC 


Applications are invited for the post of 
Temporary Lecturer in Arabic, tenable 
from 1 October 1984 for a period of 
three years. The post would be particu- 
larly geared to modern Arabic studies 
in any of these fields: Arabic Literature, 
or the Economics, Politics and Sociolo- 
gy of the Arab world. 

Salary will be within the Lecturer scale 
£7,190-£14,125 per annum (under re- 
view), with placement appropriate to 
age and experience. 


Further particulars. available from the 
Personnel Office, University of Exeter, 
Exeter EX4 4QJ, to whom applications 


` (six copies) giving the names of three 


referees, should be sent by 28 May 
1984, quoting reference no 3375. 


University of Waikato 
Hamilton, New Zealand 


JUNIOR LECTURER(S), 
LECTURER/SENIOR LECTURER 


“MANAGEMENT STUDIES 


Applications are invited for positions at 
the junior.Jecturer, lecturer/senior lec- 
turer levels in the Department of Man- 
agement Studies. The Department cur- 
rently has an establishment of 28 
posts. The staff are involved in the four- 
year BMS undergraduate degree with 
its distinctive programmes of study, 
related graduate study and other asso- 
ciated research and professional train- 


_ ing activities, 


The Department is interested in suit- 
ably qualified persons with a preferable 
minimum of a good Master's degree or 
its equivalent. Positions are available 
for persons with expertise in differing 
aspects of management but in particu- 
lar in: 


Accounting/Financial or Management 
(possibly associated with law) 
Marketing 

Business Policy 
Management/Production Systems 

or some combination thereof. An inter- 
national perspective in these areas 
would be an advantage. 


The current salary range for Junior 


Lecturers is -NZ$16,123-NZ$18,732 
per annum, for Lecturers NZ$21,660- 
NZ$25,684 per annum and for Senior 
Lecturers NZ$27,088-NZ$30,127 
(bar)-NZ$34,387 per annum. 


Inquiries of an academic nature should 
be referred to. Professor R. W. Hopkins, 
Head of Management Studies. 


Interested applicants should obtain fur- 
ther details on the method of applica- 
tion and conditions of appointment from 
The Registrar, University of Waikato, 
Private Bag, Hamilton, New Zealand, 
or from The Secretary General, Associ- 
ation. of Commonwealth - Universities 
(Appts), 36 Gordon Square, London 
WC1H OPF. 


Applications close with The Registrar 
on 31 May 1984. 


University College 


-of North Wales 


Coleg Profysgol 
Gogledd Cyne 


LECTURER IN BANKING 


Applications are invited for the above 
post in the College’s Department of 
Economics. The person appointed will 
be expected to teach undergraduate 
and postgraduate banking courses with 
special reference to~ Comparative 
Banking and Financial Systems and 
Banking in Developing Countries. Ap- 
plications will be considered from econ 
omists, bankers and other specialists in 
related fields who are genuinely inter- 
ested in these areas. 


The person appointed will be encour- 
age to undertake some research within 


LC 


Export 


the institute of European. Finance 
which has its own staff and speci 
research facilities; consequent 
search potential will be.one of the 
criteria for selection. 


This will be a permanent app: 

and salary will be on the Unive 
Lecturer Scale £7, 190-£14, 128 (under 
review). 


of PETR and experi 
gether with the names uid Be 


tant, University College of North V 
Bangor, Gwynedd LL57) 
whom further ‘particul 
obtained, 


Closing date for application 
1984. 


Development © 


Officer 


£5,137-£8,190 


This new post has been created as a result of the 
decision by the Commission to.set.up.a small. Export 
Development Department, which has the responsibility a 
of co-ordinating and developing MG s services provid- 


ed to meat exporters. 


The Export Development Officer wili act as an assistant 
to the Head of Export Development, deal with queries 
from exporters and assist in the preparation of a regular 
monthly bulletin for exporters. There will also be a.. 
variety of other-functions:.related to MLC's export 


activities at home.and abroad.. 


Candidates should have a degree in Agriculture, Agi. 
cultural Economics, Agricultural Marketing or one of the 
Sciences allied to food and should preferably have had 
some experience of working in the meat industry. A... 
knowledge of French or German will be an advantage. © 


Commencing salary will be within scale £5,137-£8,190 
according to qualifications and experience. Excellent 
conditions of service, contributory pension scheme. 


Further particulars and application form from the Per- 


sonnel Officer. 


MEAT AND LIVESTOCK COMMISSION 


PO Box 44 Queensway House Bletchley 


MK2 2EF 


Telephone Milton Keynes (0908) 74941 Telex 82227 





[APPOINTMENTS _ 









University of Newcastle University of - 

upon Tyne Newcastle upon Tyne 

“NE N BLOOD" LECTURESHIP The Medical Schooi 

_ Department of Politics Health Care Research Unit 
Applications are invited for a Lecture- | TEMPORARY LECTURER OR 

ship in the Department of Politics tund- | RESEARCH ASSOCIATE IN HEALTH 
-ed under the- UGC- New Blood” | ECONOMICS 

scheme. Applicants should normally be | applications are invited for appoint- 
under 35 years of age. The post is | ment as a Temporary Lecturer or Tem- 
available from 1 October 1984. porary Research Associate in Health 
The successful candidate, who willbe a | Economics in the Health Care Re- 
“Specialist in Japanese government and | search Unit. Applicants should be grad- 
“politics, will be expected to undertake | uates with experience in health eco- 
search and teaching in Japanese | nomics and an interest in the 
government and public policy. Prefer- | economics of general practice. The 
ence is likely to be given to candidates | appointment will be tenabie until 31 
with. research interests in Japanese | March 1990. 

government-industry relations. An ad- | Salary will be at an appropriate point on 
ditional interest in other aspects of East penal the elas onei 
Asia, or comparative public policy will | scale: £7,190-£14,125 per annum or 
be án- advantage. the Range 1A scale: £7,190-£11,615 
Salary will be on the Lecturers‘ scale: | per annum, according to age, qualifica- 






















Further particulars, quoting post Ref | from the Senior Assistant Registrar 
may be obtained from the Senior | (Establishments) (FP), The University, 
Assistant Registrar (FP); The Universi- | 6 Kensington Terrace, Newcastle upon 
6 Kensington: Terrace, Newcastle | Tyne NE1 7RU, with whom applica- 
Tyne NET 7RU. Applications | tions (three copies), together with the 
hree copies), giving the names and | names and addresses of three refer- 
esses of three referees, should be | ees, should be lodged not later than 12 
received not later than 25 May 1984. May 1984. Please quote reference EC. 








































LC 
SE 


Economist/ 
Assistant 
Economist 


This vacancy i$ in the section of the Commission's 
Economics Department which is responsible for the 
compilation and dissemination of UK Market Informa- 
«tion: The successful candidate will be responsible for 
developing and looking after the butchery costing and 
outlook work, deadweight sheep prices and wholesale 
meat prices. In addition, he/she will participate in the 
compilation and writing of the UK Market Review and 
> UK Market Survey etc. 


Condidates should have a degree in Economics, Agri- 
cultural. Economics or ‘similar discipline. Excellent 
































‘Application form, returnable by 14 May 1984, from 
Personnel Officer. cn 
| MEAT AND LIVESTOCK COMMISSION 


ni PO Box 44 Queensway House: Bletchley MK2 2EF 
< Telephone. Milton Keynes (0908) 74941 Telex.82227 













,190-£14,125 per annum, according | tions and experience. hee = a ee 
age, qualifications and experience. Further particulars may be obtained | TENDER m 




















Oxford Oxford 
European School European School of 
of es Management Studies 


Management Studies l 
RESEARCH ASSISTANT 


Applications are invited for a two year 
appointment, tenable from 1 Septem- 
ber 1984, : 

It is likely that the successful applicant 
will be invoived in several research 
assignments during the period, which 
may include European or internation- 
al projects: ~ 
As all works will be in the field of 


TUTORS 


1 Mani nt Accounting 
2, Human RevoureesOB > 
These two new- posts become available 
September 1984 and will appeal to profi 
sionals wishing to work in anexciting, bu 
| demanding. European. Managemen, 
| School environment, 

Candidates of at least Masters degres 
level will ideally be able to offer teach) 
and tutoring skills, coupled with busine: 
experience. Research, in a European a 









business and management, a relevant 
first degree is essential. 

Salary on scale: £6,250-27,500. 

Further details from: UK Director, 
EAP—European School of Manage- ` 
ment Studies, 

12 Merton Street, Oxford OX1 4JH. 


international context, will be encouraged 
Salary range: £12,000-£16,000 {dependi 
ing upon qualifications and experience)... 
Further details may be obtained by writ) 
ing to: UK Director, 

EAP-—European School of Management 
Studies, ioe 

12 Merton Street, Oxford OX1 4JH. 













Announcement 
SALE of SKINS of SACRIFICIAL | 
SHEEP | 
**AL-HADI’’ and “AL-ADAHI”’ 
at the : 


AL MOAISIM MODEL 
ABATTOIR 


in Mena 
for the benefit of poor Muslims 


The Sacrificial Meat Utilisation Committee announces thamy 
sale of approximately 200,000 sheepskins, ‘skinned 
expert butchers at the Moaisim model abattoir set aside at 
the disposal of the Sacrificial Meat Utilisation Committee 
(for the year 1404H HAJ season). 
Bids should be addressed in closed envelopes to: 


The Director of the Office for the 
MENA DEVELOPMENT PROJECT 
PO BOX 6172 

JEDDAH 

KINGDOM of SAUDI ARABIA 


Bids should be submitted not later than the end of working 
hours on Wednesday 16 May 1984, specifying the quantity ` 
the Bidder can undertake to purchase at the price listed in . 
the Bid. G8 y 

The Purchaser shall be ‘responsible for the immediate 
removal of the skins from the abattoir at his own expense. 
A Bank Guarantee representing 1 per cent of the value of, 
the Bid shall be attached. eS. 


Committee Supervising the ; 
Sacrificial Meat Utilisation Project... 





APPOINTMENTS _ 


RESEARCH 
PERSONNEL 


Israel 


Due to the deteriorating economic situation in israel, we have had 


CDI (limited), a company specialising in Fagincenh and Ay 
draulics, is seeking candidates for the following overseas pe 
Macro Economist specialising in mid/short te 
excellent knowledge of developing economies 
Civil Engineer (Resource Management). 
Geophysieist, Drillers, Diesel Mechanic, Hyd: 


any recent applications from highly qualified and very experi-. 
need specialists in all aspects of medical, scientific and industrial 


_research and development, who wish to live and work abroad. 
We will gladly Supply further details. in. response to .a-specific 
Write in. strictest confidence to: Shalom International, 


language Ponce “este or Arabic) Bete 9 
salary commensurate with qualifications and expe 
Inquiries should be submitted to: Mr R.A. A 


nnel ecruitment, PO Box 5608, Beersheba 84155, Israel. 


CHAIR OF MANAGEMENT 
DIRECTORSHIP OF THE 
og 101. OF MANAGEMENT 

P AND FINANCE 


The Senate- of the University invites 
applications for the Chair of Manage- 
ment/Directorship of the Schoo! of 
Management and Finance tenable 
from: 1 October 1984, or such other 
date as may be arranged. The suc- 
cesstul candidate will be expected to 
make a contribution to the teaching 
programme of the School, particularly 
in post-experience/postgraduate 
courses, depending on his or her 
specific interests and expertise within 
the field of management. 
Salary £19,416 per annum with con- 
ous. pension rights under FSSU 


‘Further particulars may be ob- 
‘tained from the Personnel Officer, 
‘The Queen’s University of Belfast, 
_BT7.ANN, Northern ireland. Closing 
date 22 June 1984. (Please quote 
Ret 84/E.) 


UNIVERSITY OF TRANSKEI 


Applications are invited from suitably qualified persons regardless of sex, race, colow 
appointment to the following post: ; 


SENIOR LECTURER/LECTURER: 
____ ECONOMICS 


Master's degree in Economics with specialisation in Southern African Economie History and Interna ni 
Economics. Preference may be given to candidates with a PhD degree in Economics with some teaching: 
experience at an African University. 

Ability to teach one of the following courses at Honours level will be an advantage: Economics of Education 
Labour Economics and Transport Economics. 

Closing date for applications: 15 May 1984 

Assumption of duty: July 1984 

Salary scale: 

Senior Lecturer+-R15,777 x 780-16,557-x 936-23, 109 + 12% 

Lecturer--R12,657 x 780-16,557 x 936-22,173 + 12% : 
Additional benefits include payment of removal of furniture and personal effects, assistance towards University 
education of children, accident insurance cover, study leave. leave gratuity on ‘retirement and membership of ~ 
Group Insurance, Pension and Medical Schemes. ; 
Applications should be sent to The Personnel Officer, University of Transkei, Private Bag X5092, Umtata, 
Republic of Transkei, Southern Africa. Applicants must furnish their telephone number(s) and a detailed 
curriculum vitae as well as full postal addresses of at least three (3) referees. 


NTERNATIONAL PROPERTY 


TRY LIVING IN PORTUGAL—THE FRIENDLY COUNTRY 


T FAW NY SS. 


s a a 


Api p Aa A n Ly « 
Akt 4 i 


SENG Mv: 
SRV. 


ae oe il 
LLM A aS 


“Advancing age compels English owner to offer this magnificent home, e, situated under one hour from Lisbon airport. Meticulously 
maintained, the property comprises-five bedrooms, each with bathroom en suite, spacious reception and dining areas, plus 
interior patio alk dae charm and other attractive features. Interior decoration incorporates use of Portuguese traditional hand 


painted tiles a 


Relay for staff (in.a count 
«Price US$360,000 includes 


marble floors, side by side with modernity in bathrooms and kitchen areas. in addition there are separate 
where they are still available at reasonable cost). 
ortuguese handwoven popas and much valuable furniture, plus three hectares (8 acres) of lan 


An allowance can be made if a purchaser takes less lan 


Interested parties please write to: 


_ Owner: Quinta Lagoa do Sol Posto, 2070 pari Portugal. 












AUTHORS WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher seeks manu- 
scripts of all types: fiction, non-fiction, 
poetry, scholarly and juvenile works, 
etc. New authors welcomed. For com- 
plete information, send for free booklet 


_. CUT THE COST OF 
_ YOUR STAY IN LONDON 
‘Take á furnished, self-contained service 
apartment in Knightsbridge, near Harrods. 

Fully equipped kitchen-dinette, bathroom, 
c phone, colour TV, central heating, elevator. 
‘Suit 1-2 persons. Brochure by airmail. 





- Knightsbridge Service Apartments 8-92, Vantage Press, 516W, 34 St. 
| 4S Enniamore Gardens, LONDON SW7 New York 10001. 
oe Tel: 01-584 4123 

















CHIROPODY AS A PROFESSION 


‘The demand for trained chiropodists in the private sector is increasing. 

Most of the training necessary to qualify for a Diploma in Chiropody may 
be taken at home by specialised correspondence lessons. Full practical 

< raining is additionally provided. 

- Write for the FREE BOOKLET from The Secretary, The School of 

“Chiropody, SMAE Institute (Established 1919), New Hall, Maidenhead, 

Berkshire S16 4LA, UK. Tel: Maidenhead 32449. 




















Dunn & Hargitt 
Experts in International Portfolio Management 
have attractive investment opportunities in their "commodities 
| and currency & gold pools 
ot 25 years of experience 
e long-term track record 
e successful computer-tested trading systems 
e monthly performance statements 
s all assets deposited with major international investment banks 
Investments in commodities are subject to market fluctuations. 


WRITE TODAY AND INCLUDE 
YOUR TELEPHONE NUMBER! 









Dept. B417 

6 Avenue Lloyd George 
Box 5 

1050 Brussels - Belgium 
Tel.: (2) 640.32.80 

Tx: 64978 dunn b 






DUNN 
"HERGITT 


PORTFOLIO 
MANAGEMENT 


Restricted in Belgium and U.K 







Send inthe coupon for 
more information to: 


G. W Joynson & Co. Limited. 
(E417)14 Trinity Square. 
London EC3N 4ES. | 
Please send me details of 
your Computer Managed 
Commodity Fund. 


@Joynsons new computer 
managed commodity fund has 
- been tested over a 10 year 
period: it generated an average 
capital growth of 82.5% per 
annum. 





















© @ In just 33 months since the 
fund began, the audited return 
was 72.1%. 





Name 


Address. mo | 


[4 Minimum investment of 
£2,500 over 12 months. 








© Unicue limited liability 
guarantee. 





> commodities: copper:tin. lead. 
| zinc, coffee. cocoa and sugar. 





The fund invests in7 major | 





@ Joynsons are members of | 
every UK Commodity 
Exchange. | Commodity Brokers since 1890. | 





o 





















FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3811.-Telex 89551 12, ; 


Readers are recommended to ti 
ihe appropriate professional adv 
‘before entering into any bind 
‘commitment. 





EXECUTIVES UNDER PRESSURE! 
Dynamic workshops. help eliminate 
stress, create high energy drive. Week- 
ends, London/Previnces. Brochures 
from: Executive Seminars, 88 Copse. ] 
Hill, London SW20. 


BARGAIN HOLIDAYS and many f 
concessions. Europe or North Ameri 
Join Medway Tours international Ci 
Southbank House, Black Prince Ro 
London SE1 7SJ. Limited memberst 





UK PROPERTY /FINANCE 


or ¢ 


HIGH TECHNOLOGY 
SECURITY SYSTEMS 


Complete installation for civil 
and public anti-nuclear shel- 
ters, with projects, financial as- 





ATTENTION € 
BRITISH 
EXPATRIATES! 






















sistance, construction and i 
Suppias d direct from HNO USE 
witzerland. 

For further information write . 





GIBBS 


in strictest confidence to: 
GBE Inc, 19 Academy Street, 

















+ Advise over 12,000 
Inverness. Telex 75406. UK ex-pats on their 
investment position 
COURSE o If YOU are an ex-pat 
and have a regular 
oa eG quarterly income to invest 
CHATEAU LA VALOUZE (minimum £300 or 


US$500) send full details 
in. confidence 





LEARN TO to: JOHN.G. ROBINSON, 
SPEAK FRENCH RSG INTERNATIONAL 
BY TOTAL (Licensed dealers in securities) 
NATURAL 10 Grosvenor Gardens, 
ii IMMERSION London SW1W 0BD 


Live and learn 
with French participants 
tar 7 intensive days ~ 
in the Dordogne 
Tel: 010 33 53 914428 


Representative in London 
P. Nielsen 01-634 4411. 


Tel; 730 2545 Telex: 8813371 
FOR IMMEDIATE RESPONSE. 
FREE ADVICE @FREE . 
QUARTERLY NEWSLETTE] 
CONTINUOUS UPDATE. ; 


itli 









INTERNATIONAL PROPERTY 









GUERNSEY..For your confidential ac- 
commodation address or complete off- 
shore company administration. No reg- 
istration fee. No VAT. Write to Dupre 
Associates Ltd, Church Lane, St Samp- 
son, Guernsey, Cl. Tel: 0481 49773. 









NEAR MONTREUX 
Foreigners can buy: Lots of 800sq m fron 
SFr48,000, LUXURY CHALETS fror 
SFr220,000, VILLAS from SFr325,000 
APARTMENTS from about SFr10g,00¢ 
oh oy rae 70% at 8j% interest. Ask: F 
SEBC SA, Tour-Grise 6, CH-100 
Lausanne. Tel: 21/25 26 11. 


SWITZERLAND 
ATTENTION FOREIGNERS 


On MAY 20th it wil be decided by relerendum whether or sot foreigners may continue to gurchase 
apartments and chaiets.in Switzerland. It is very likely thal aller that date they will no tonger be 
available for foreigners, excepi forthe limited projects previously authorised. We still fave a 
number of apartments and chalets on Lake Geneva and in the mountains available fot foreigners 
Prices from SFr123.008 with liberal mortgages at 6)%inlerest. oi 

Make your deposi sow. Retiod güarantem ii purchase is not. completed... 2 

Contact: Globe Pian SA. Av Mon-Repos 24, CH-1005 Lausanne Switzerland. Tel (21) 2236 42. 
Telex: 25185 MELIS CH... ERER EE i bok 





2 

























































TPUT i DEMAND AND JOBS America’s economic recovery accelerated again in 
rst quarter, with gnp rising at an annual rate of 8.3%. This took it 7.7% higher than 
ad been a year earlier. But the boom in American retail sales may have peaked, with 
ia rise of 10.7% in the year to February, compared with 11.9% in the year to January. 
_Jnemployment rates increased between March, 1983, and March, 1984, in Holland 
rom 16.4% to 17.9% of the labour force), France (from 8.9% to 9.8%), Italy (from 
1% to 13. 3%), and Belgium (from 13.8% to 14.0%). 
iw change at annual rate 




































































Industrial production gnp retail sales unemployment % rate 
3mihst.. 1 year 3.mthst 1 year 3mthst {year latest year ago 
420.3 -+141 (1) +79 +6.1(12) + 21 =- 0.5(12) 9.3 (3) 101 
+ 26 + 2.3(12) na na + 3.6t ~_9.4(10) 14.0 {3Y 13.8 e 
+130- +146 (1) +36. +6602 + 7.8 +65 (1) 11.4 (3) 125 
ae +52 + 16 (1) + 24 +0502) + 3.7 ~ 05 (i) 98 (37 89 
Yy + 88 + 8. + 53 +3.2(12) nil + 2.1 (2) 9.0 (3) 9:2 
+21.1 + na na — 5.8t — 4,0(12) 17.9 (3y 16.4 
ESTN 16 -0.6021 +13.0¢ + 1.6(10) 133 BY 121 
+125 + 3.1 +3,6(12)  - 2.5 +. 3.8 (1) 27 (2). 27 _ 
+ 5.2 + 9.2 43702 -754 +1102) 31 (3° 34 
-71 +14 +4.42 _~12.8} ~ 2.2 (2) 4.2 (2 09 
+63 +3.3(12) . +25 (3) 12.6 (3) 12.2 
“+ 8.3 +7.7 (3) +10.7 (2) 7.8 (3) 10.3 





£ value index deflated by CPI 


EEE SARASOTA SE OT EE I a EEEE SI CEL i TEI EEE LEESON, DOLE REPLI ELE 
PRICES ANO WAGES Consumer prices in America went up only 0.2% in March, 
‘ushing the 12-month rate up from 4.6% to 4.7%. Canada’s rate of consumer-price 
inflation fell to 4:7% in March, but the annual growth in Canadian hourly earnings 
rose to 7.0%. in the year to January. The 12-month increase in wholesale prices fell 
in France in February (to 15.3%), went up in Holland in December (to 2.5%), and 
was steady in Sweden in January (at 8.5%). 










































% change at annual rate 
wholesale prices* wages/earningst 
1 year 3 mthst 1 year 
+ 6.7(11) +15.0 +_7.3(12) 
+10.4 (2) +13.8" + 3.3(12) 
+ 4.4 (2) +10.6" + 7.0 A) o 
+15.3 (2) + 8.0" +12.3(40) 
+ 2.6 (2) + 06 + 3.1 (1) 
+_2.5(12) nil nil (2) 
+10.9 (2) +10.4* +12.8(12) 
= 1.2 (2) +55 +46 (1) 
+ 8.5 (1) + 7.7" + 2.5 (1) 
+ 3.0 (2) -143 + 6.1(12) 
+ 6.4 (3) + 8.0 + 7.8 (2) 
+ 3.1 (3) + 34 + 3.5 (3) 
i earnings; Japan and Switzerland, monthly earnings; Belgium, 
bernie’ Sutton iio and USA, oh aano IK month postr tet a i employees. my saa 

















k : . STRIKES Since 1979's 
“winter of discontent” Britain has lost 
its appetite for strikes. By 1983, days 
lost were roughly on a par with 
America's, even though from 1982 
the American figures recorded only 
those disputes which involved more . 
than 1,000 workers. (That change in 
definition, if applied to 1981, would 
have cut American days lost from the 
246 shown in the chart to 168.) But 
Britain's stoppage rate was still twice 
¿that of France, and the latest (1982) 
| figures for Germany and Japan are 
negligible by comparison. The aver- 
age number of days lost was lower in 
1978-82 than in 1973-77 with the 
‘main exception of Britain (and even 
: there, excluding 1979). 


Labour stoppages 
Days lost per thousand 
employees 


4,276 
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i 
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Footnotes applicable to all fables. All figures seasonally adjusted exce 
compared with average of previous 3 months, at annual rate. n.a. Not avai 
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grinding in 





1980=100 


Dollar index 
Allitems 
Food 
industrial 
All 
Nta 
Metals 
Sterling index 
All items 
Food 
Industrial 
All 
Nia* 
Metals 





SDR index 
Ali items 
Food 
Industrials 
All 
Nfa* 
Metals 





Gold 
$ per oz © 


Holland a 


unexpectedly ri 
first quarter. Coffee 
high at 143..cen 
Brazilian crop will 
bags; and readily a 
is still scarce. 


nei = 


89.1. 


96.2 


82.6 
90.6 
76.5 


145.7 
157.4 


135.1 
148.2 
126.1 





109.6 
118.3 


101.5 
11.4 
94.1 


380.25 383.75 
Crude oil (spot) Arabian light 


"Non food agicullarals 


Be 


89.2 
76.2 


147.8 
161.9 


134.9 
147.1 
125.7 





110.7 
121.3 


101.0 







110.2 
94.1 


Sources -UK Department af Employment: ‘O8eD « Change in definition t Provisional 1983 figures not available for Japan and W Germa 


sre otherwise stated. *Not seas. adj. rAverage of lal 
Small figures in brackets denote month of indicator. 

































OCUS: TAXES Between 1971 and 
1981 the proportion of gnp paid in 
taxes and social-security contributions 
owent up in all industrial countries; a 
sample of them is in our chart. Swe- 
den and Norway struggled under the 
heaviest tax burden, while Switzer- 
land and Japan skipped along with the 
lightest. France, Italy and Australia felt 
“| Some of the sharpest increases in the 
taxman's demands, an extra 8%, 8%, 
| and 7% of gnp respectively. Note that 

the rankings would alter dramatically if 
social-security contributions were not 
counted along with taxes. Australia, 
for example, would move from ninth to 
fourth most heavily taxed, because it 
has no separate social-security sys- 
tem. France, with 44% of its tax bur- 
| den in the form of social-security con- 
| tributions, would go from fourth to 
Taxes as % of gnp 
|| (including social security contributions) 


page. Sweden D 


Norway 








Holland — A 
France n4 
WGermany GD 


Britain 


italy 
ae) 
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Australia- {TY 
United States 


m Switzerland 
. Japan D 


(L861 Saxe e103 JO % Se) 


sernnguuoa Árunaas e105 



















RVES The dollar's trade 
erest rates. The yen also rose, sterling was Steady, the D-mark fell. The French deficit on visible trade narrowed to $350m ir 
March, from $552m in February; Switzerland's trade deficit was also trimmed in February to $38m, compared with $53m ir 
January; Holland’s surplus fell to $177m in January from $570m in December. ee 








WORLD BOURSES Post-Easter lethargy kept trading volumes down on mc 
bourses. Wall Street fretted about interest rates and the pace of America’s boom, al 
the mood spread across the Atlantic, adding to London's worries about strikii 
miners. Hongkong dipped after Britain and China held more talks. 












































Stock price indices < A Change. on 

Apr 1984 one . one... record ; 

24 high low week year High. | - 

ee 3 turtency 

London 876.2 901.4 770.3 -04 +26.0 eB 4 : 
New York 1162.9 1286.6 1130.6 -01 39o 9.7. 
Canada 2321.5 2585.7 2315.9 -0.5 nil =10.8 
Australia 759.1 787.9 718.3 -05 +25.9. =83,.7 
Japan 845.4 876.6 735.5 zit a $36.4 78.6 
Hongkong 1070.0 1170.4 871.1 a1? 4 40.9 
Belgium 154.9 154.9 135.3 +03 +26.8 woo 
France 173.4 175.1 155.6 +13 +47.2 1.0 
Germany 1021.6 1096.5 998.8 -1.0 +73 -88 
Holland 125.7 147.2 125.7 +22 +20.1 51g 
italy 216.8 229.6 192.1 +1.2 +13.5 25.8 
Singapore 993.3 1071.9 980.1 -0.1 46.5 -73 
South Africa 1065.1 1105.3 962.6 +11 414.9 ~3.6 
Sweden 1523.2 1594.5 1401.0 +0.4 $96 o 45 oo 
Switzerland 371.6 388.7 360.0 -0,5 +154 20,9 9 


MONEY AND INTEREST RATES Long-term interest rates firmed in America an 
Britain, but eased in West Germany. Holland’s monetary growth slowed sharply i 


January: the 12-month rise in M1 fell to 5.5% from 10.1% in December, the 12-mont 
rise in M2 to 7.4% from 10.6%. 


Money supply Interest rates % p.a, (Monday, except bonds which are previous Friday) 






































% rise on year ago. Money market Commercial banks Bond yields. Eurocurrency 

Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 

(M1) lending 3 months long-term 3months ` 
Australia +11.3 +15.1 (2) 13.50 1435 15.25 1410 1415 15.15 13.47 1318 
Belgium + 57 + 58 (9) 12.00 11.90 14.75 11.00 12.16 12.33 11.50 13.37 
Canada +56 ~ 1.6 (3) 10.38 10.65 11,50 10,70 13.33 13.46 10.66 12:72 
France + 86 + 9.6(11) 11.75 12.63 12.25 12.63 12.86- 14.26 13.00 10.15 
WGermany + 33 +33 {3) 5.55 5,85 8.00 5.32 8:00. 7.95 5.63 7.81 
Holland +55 +74 (1) 5.63 6.13 7.50 6,13 8.44 8.94 6.94 12.21 
italy +10.9 +13.2(11) 17.25 17,60 17.50 11.50 15.71 15.09 13.63 12.17 
Japan +13 + 7.8 (2) 5.75 6.22 5.50. 3.50 7.06 7.30 6.25 8.07 
Sweden na + 68 (1) 9.75 10.90 11.00 - 106.50 11.00 11.50 10.75 11.07. 
Switzerland + 16 + 66 {1) 6.25 3.75 7,50 3,00 4.63 4,95 3.69 11.73 
UK +12.8 +98 (3) 781 8.88 9.50 8.88 10.86.: 11.45 8.84 11.52. 
USA +78 +91(3) 963 10.38 12.00 10.38 12.78 13.75 11.00 12.97 


Other key rates in London 3 mth Treasury Bills 8.4%, 7-day interbank 8.5%, Clearing banks 7-day notice 5.4% 
Eurodollar rates. (Libor): 3 mths 11.1%, 6 mths 11.4%. : 


+ M2 except Australia, Canada, ety bea U.S.A., W. Germany, M3, Japan M2 + C.Ds, UK EMA, Lora of interest rate, 
N nhattan, 7 um}, 





-weighted exchange rate rose by 0.8%, helped by highe: 











































































Trade batance** current- currency units per $ 3mth forward rate Trade-weightedt currency units foreign reservestt 
$bn account exchange rate $br 
balance Discount 
latest latest 12 $bn premium el i 
month > months latesti2 mths latest year ago per$ %pa latest: yearago perf  per$DR February . year ago 
wi (3) + 0.4 z555 (3). 1.09 1.15 1.09 Disc 1.52 84.9 77.2 1.54. 1445 86 5.7 
= 0.4410). = 3.0 - 63 (9) 54.7 48.8 54.7 Disc 0.18 90.1 34.2 77.1 875. 51 4.2 
0.86 (2) +12.6 + 14012 1.28 1.23 1.28 Prem 0.23 89.0 91:0 1.80 1.34. 3.4 = 3.9 
35 (3) = 4.4 - 4342) 8.24 7,34 8.28 Disc 2.06 66.4 70.5 14.60 868 20,0" 19.5 
66 (2) +16.4 + 3.2 (2) 2.68 2.45 2.64 Prem 5.23 125.9 130.0... -3.78 282 451 < 47.8 
18 (1) + 38 +40 (9) 3.02 2.76 2.99 Prem 4.84 145.1 118.1 4.26 318. 10.4 11.5 
56 (1): ~ 82 = 4.1 (9) 1659 1459 1678 Disc 4.71 485 52.0 2336 1747 19.6 14.9 
.06:{2) +33.2 +23.1 (2) 225 237 223 Prem 4.63 160.8 146.6 318 237° 251 23.9 
0.34 (1) +49 = 22 (9 791 7.49 7.91 Disc .0.03 674 675. hi 8.34 4i 36 
=.0.38 (2) - 3.8 + 3.0(12). 222 2.06 2.18 Prem.7.06 147.1 151.0 3.13. 233 -129 132 
Ta ae 82 (2) = 03 + 35 (2) 0.71 0.65 0.71 Prem 2.25 79.9 ; O74 ii? 11.8. 
eS ; “23.7 : 
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Prize 
Schedule 
75. Lottery 
May 12, 1984 
to 
Nov. 3, 1984 


s 600.000 


ticket numbers 
in the game 


z 291.650 


ticket numbers 
are drawn 







Your chances — better than ever 
to win Deutsch Marks 


® increase of prize money more than 37 million 
@ Increase of winning chances by 50.000 
© A must to play 


Sep./Oct/Nev. 84 Draw. 


1x2.000.000 DM 

1x 1.500.000 DM 

4x 1.000.000 DM 
24x 100.000 DM} 


80.000 DM 
60.000 DM 
50.000 DM 
40.000 DM § 
25,000 DM 
10.000 DM 





5. Class 
Sep. 84 Drawings 


4. Class 4x 750.000DM 
3. Class Aug. 84 Drawings 4x 100.000 DM 


duly 84 Drawings 4x 500.000 DM 4x 86,0000M 
June 84 Drawings 4x 500.000DM 4x 60.000DM Bx  60.000DM 
4x 250,000DM 4x 50.000DM 4x §0.000DM 8x 50.000 DM 


4x 40.000 OM 4x 40.000 DM 4x 40.000 DM 8x 40.000 DM 
ax 25.000 DM 4x 25.000 DM 4x 25.000 DM 8x 25.000 DM 
44x 10.000 DM 56x 10.000 DM 68x 10.000 DM 84x 10.000 DM 





























2. Class 





1. Class 
Mayllune 84 Draw. 








4Bx 
240% 
2400x 
12000x 
18000x 


$. 000 OM 
1.000 DM 
500 DM 
240DM 
120DM 


72x 5.000 DM 96x 5.000 DM 120x 
240x 1.000 DM 240x 2.000 DM 240x 
2400x 700 DM 2400x 1.000 DM 2400x 
12000x 360 DM § 12000x 480 DM @ 12000x 
18000x 240 DM § 18000x 360 DM § 18000x 


32728 = 
8.140.000 DM 


32768 = 
12.620.000 DM 


32808 = 
18.620.000 DM 


32848 = 


These are the figures. Where else are the chances this good? 
They are almost 1in 2. Being a state lottery, the Sueddeutsche 
Klassenlotterie (South German State Lottery) can offer these 
extraordinary odds with large prize money. That is why its 
participants come from all corners of the globe. Join the 
group. Within each lottery, almost half the ticket numbers are 
drawn for prize money. 


Look at the facts: 


The lottery runs over a period of 26 weeks with each class 
covering 4 resp. 6 drawings. Besides the Jackpots, as shown 
above, the middle-class prizes ranging from DM 5,000 to 
DM 80,000 have increased by almost 40%. Of course not to 
mention the numerous amount of smaller prizes. 


The drawings are publicly held in Munich, West Germany, and 
are supervised by state auditors. The German government 
guarantees all prizes and is responsible for the orderly 
conduct of the lottery. 

Anonymity is guaranteed. If you win, no one but you will ever 
find out about your winnings; thatis, unless you tell them. It’s 
as though you’d have a numbered account at a Swiss bank! 


How to participate: 


Fill in the coupon below with the number of tickets desired 
“and your complete mailing address. 


@ PLEASE INCLUDE PAYMENT WITH YOUR ORDER. Pay- 
ment may also be made upon receipt of our invoice. Personal 


Pil join the lottery! 





For all classes of the Sueddeutsche Klassenlotterie, 
Starting May 12, through November 3, 1984 


Please fill in number of tickets you want to order. 


DM or US$* 
747.00 © 292.95 @ 
387.00 © 151.80 @ 
207.00 © 81.20 © 


e* 
199.20 
103.20 

55.20 


1/1 ticket 


1/2 ticket 


1/4 ticket 





Prices cover all 6 classes and include airmail postage and 
winning tist charges. No additional charges. 


*US $ and £ prices are subject to rate of exchange. 


nunun. VALID ONLY WHERE LEGAL ma ee 


Valid only where legal. Not available to residants of Singapore 


23.420.000 DM 








Over 225 Million 

5.000 DM DM 
2.500 DM 
1.250 DM 
600 DM 
480 DM 


5.000 DM 
2.500 DM 
1.500 DM 
1.000 DM 

840 DM 


168x 
480x 
2400x 
18000x 
18000x 


5.0900 DM 
2.500 DM 
1.500 DM 
720 DM 
600 DM 


in prize money 


Almost every 
2. number is 


76 = 121322 = a winner 


35.360.000 DM 127.180.000 DM 





checks, travellers checks, bank transfers or cash sent (at 
your own risk) via registered mail can be accepted. Payment 
must be made in DM, USS, £ Sterling, Swiss Francs or any 
other currency convertible in West Germany. 


@ Within days you will receive ypur ticket, an invoice or 
statement of account, and the official drawing schedule with 
rules and regulations. 


@ After each class, the official winning list together with 
your ticket for the next class will be sent to you by airmail. 


@ if your ticket is drawn you will immediately be sent a 
winning notification, since it is our business and obligation 
to check all drawn numbers. 


@ You may determine how your winnings are paid out. 
Transfer will be made anywhere in the world within one week 
either by check or according to your instructions. Of course, 
jackpot winners may personally collect their prize money in 
cash. 


@ If you are already one of our customers, your ticket for 
the next lottery will be mailed to you automatically. 


@ You can be sure you'll receive rapid, honest, confidential 
service. If you like the odds, try your luck. Order today. 


Good luck! Ory, | 
ey w% 
Boppstr. 20-24 
D-6500 Mainz, 
E. Gehle W-Germany 


Te D 


Kà 


Return couponto E., Gehle 


APES. Boppstr. 20-24 
D-6500 Mainz, W-Germany 











On the strong probability 
you will find your destination is part 
of the Swissair network. 


GGK 








Swissair’s two fat 
newest destina- ie 
tions: Riyadh 
and Larnaca. 
That makes 
some 100 cities 
all over the world 
which Swissair 
flies to. 


You'll fly with the 
world’s most 
modern aircraft: 
DC-9, Airbus 
A310, DC-10-30 
or B-747-357. 





wadom The truly international airline not only flies 
vran large cities like London, New York, Rio a 
ie Sukattme Tokyo, but also to the less frequented li 
ii Genoa, Linz, Oporto, Salonica and Toulou 








The Swissair 
route network in 
Africa: Abidjan, 
Accra, Algiers, 
Annaba, Cairo, 
Casablanca, 
Dakar, Dar-es- 
Salaam, Douala, 
Johannesburg, 
Khartoum, 
Kinshasa, Lagos, 
Libreville, 
Monrovia, 
Nairobi, Oran, 
Tripoli, Tunis. 


The Swissair 
route network in 
the Near 

and Middle East: 
Abu Dhabi, 
Amman, 
Baghdad, Beirut, 
Damascus, 
Dhahran, Dubai, 
Jeddah, Kuwait, 
Larnaca, Riyadh, 
Tehran, Tel Aviv. 





before you book your next flight, a glance _.-__. 
our timetable may well prove that your swissair 4y 
rney affords you the possibility of enjoying isss ez 
ight by Swissair. To some 100 destinations. “°"“"“°" 


-COME FITO THX 
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CITI OF TOMOR 


WwW a ee 


Where electronic banking connects you 
with people, not just computers. 


The Citi of Tomorrow. Where the key to electronic 
banking is the people behind it: Citibankers in over 2,300 
| worldwide offices. These professionals bring you some of 
the most flexible, easy-to-use electronic banking services 
in the international financial community. 

For example, Citibank’s electronic cash management 
system. This system went from six international customers 
to almost 500 in just a few years. 

The reason: Citibankers like Ingrid Weidner and her 
colleagues. These financial experts work in Citibank’s 
operations center in New York, assisting customers around 
the world. Read on to learn how. 








© 1983 Citibank, N.A. Member FDIC 


The Citi of Tomorrow and Global Electronic Banking 
are service marks of Citibank, N.A 
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Where Citibankers tailor electronic 
services to meet specific needs. 


From automating repetitive processes such as funds 
transfers, to providing up-to-the-minute reconcilement 
details, Citibankers can adapt electronic banking servic 
to meet the demands of your organization. 

Citibanker Ingrid Weidner points out: “We're the only 
bank that gives customers direct access to a work station 
professional. We correct problems on the spot and support 

services that meet individual financial needs. We are the 
system.” 
To learn how Citibankers like Ingrid Weidner car 
help you use the latest electronic banking services, 
contact your local Citibank account manager. 









Citibanker Ingrid Weidner and her 
colleagues provide personal service 
for electronic banking customers. 


CITIBAN(S® CITICORP: 


GLOBAL ELECTRONIC BANKING 





2-18 May 1984 UK £1/USA $2.50 
§2.50/HK$ 15/India Rs22/Y850/M$5.50/NZ$3.25/Pakistan Rs26/S$5.50/NT$125/Baht 60 
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Dresdner Bank worldwide 


O Total assets DM 160 billion 
O Capital and reserves DM 4.5 billion 


O Operating results exceed 
DM 2 billion 
O Net income DM 380 million 


The Dresdner Bank Group operates 
1400 offices in more than 50 countries 
and employs a staff of 34 000. 


Dresdner Bank 
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Policing the City 


Competition is sweeping 
healthily through London's 
ecurity markets, but they will 
ed a new watchdog against 
raud, page 13. America's 
financial giants can now sell 
almost anything, but are 
uncertain about how to, page 
85. 





De-ostracised 


When, and why, it’s right to talk 
to South Africa, page 15. 





Frost in May 
The “German spring” ends, 
page 17. 





ritain’s local polls 
corecard and portents, page 


Underdog with bite 


Israel's prime minister hasn't 
lost his election yet, page 23. 
Two Swiss gnashes, page 38. 


US interest rates 


Government 
bond yields 
Prime rate 


3-month 
commercial 
Paper 

1984, Jan 





Feb | Mar , April 


Dearer money 

In America, page 86, amid 
dissension, page 41. And in 
Britain, page 53. Solutions for 
third-world debt, page 89. 


M.C. (P) 49/8/83 KDN 0903/84 








Omple robit 

Why, and what to do, page 14. 
Grudge-bearers in Moscow, 
page 34. Los Angeles can 
bear it, page 49. 


Time to make up 
Jackson and the Democrats 
need each other, page 16. The 
sting in the campaign's tail, 
page 41. Texas's two contests, 
page 48. The Democrats’ 
economic policies, page 42. 
Vote to buy cheap Japanese 
cars?, page 18. 





They could choose 


And the Salvadoreans got it 
right, page 17. Other Latin 
democratic buddings, page 
26. 





Growing game 

Why Asians are quicker than 
Latins, page 75. Nigeria 
squeezes, page 71. The 
Philippines squirm, page 80. 
Hongkong laments, page 86. 
Poland stalls, page 90. 
Jugoslavia in a mess, page 72. 


North Sea oil 
More of it, pages 82-83. 


Better trees 
Coaxed by man, page 94. 
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World politics and current affairs 


13 Policing the City of London 

14 Olympics in flames? 

15 The limits to ostracism of South Africa 

16 America's Democrats need to get together 

17 The German spring that wasn't 

17 El Salvador had a choice 

18 Protectioneering in Detroit 

23 International: Underdog bites back in Israel; Libya; Gulf 
war; PLO; Egypt; Chile; Latin America; India; Taiwan; 
Hongkong 

33 Europe: Forgiveness for Kohl's friends is ammunition for 
his foes; Olympic boycott; France; Baikal-Amur railway; 
Switzerland; Turkey; Spain; Polish punks. European Com- 
munity: Will Europe take a small pace to the left?; Wine; 
EEC passports 

41 American Survey: The desperate hope that the last shall 
be first; Martin Feldstein; Candidates’ economic policies; 
Texas; Los Angeles Olympics; Agent Orange; Minnesota 

53 Britain: Miners, steelworkers, train-drivers: the cripple 
alliance; Libyan embassy murder; /nterest rates; Nurses’ 
pay; NHS managers; Aviation policy; Women and femi- 
nism; Pensions; GLC; Local elections 
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Business, finance and science 


69 Business this week 

71 World Business: Major-General Buhari calls Nigeria's 
economy to attention; Jugoslavia; Georges Pébereau; Gaz 
de France; 35-hour week; British business schools; Allied 
Corporation; World economy; Designer clothes; Taiwan; 
Malaysia; Philippines 

82 Business Brief: The North Sea's second wind 

85 Finance: Will American shares be sold as loss leaders?; 
Hongkong stockmarket; American interest rates; Develop- 
ing countries’ debt; Canadian securities firms; Satellite 
insurance; Polish debt 

93 Science and technology: Miniproblems, maxipromise, for 
megabit memory chips; Origin of life; Tree breeding; 
Aspirin 

113 Economic and financial indicators 





Books Plus and letters 


101 Books Plus: Children’s literature; Roger Casement; Rigo- 
letto in Florence; Zhu Shilin; London's Chinese film society 
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Health care 


Sirn—Having recently had a 
chance to update on the affairs of 
Kaiser-Permanente, Fm con- 
< firmed wholly in your survey's 
‘enthusiasm for Health Mainte- 
`: nance Organisations (April 
28th). The HMO is the nearest 
non-state equivalent to an NHS, 
but having within it built-in in- 
` centives to reasonable economy 
by staff, with the safeguard of 
having to get enrolments re- 
newed in a market situation. It 
. must be efficient, but may not 
skimp. It is surely the road to be 
: explored in Britain, at least until 
“someone produces a more feasi- 
ble proposition. What the NHS 
needs, so desperately, is some- 
thing to counteract the growing 
feeling within it that its basic role 
is to provide jobs; its secondary 
‘role to care for the community. 


_ London Davip GULLICK 


StR—Norman Macrae bravely at- 
tempts to evaluate the efficiency 
of health care services in five 
“rich” countries. after six weeks’ 
study. Simple illustrations with 
most impact are inevitably used 
to cover what is one of the most 
complex “industries” in these 
countries, but they support a case 
hat seems to have been some- 
what preconceived. 

The paper underemphasises 
fundamental differences between 

TheEconomist 
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_ duit published: EIU Special Report No 164 


Management 
Buy-Outs 1984 


These have become an almost 
institutionalised part of the UK 
economic scene. This report, a 
revised and updated version of one 
published in 1982, is a guide to the 
various aspects—commercial, 
financial, legal, taxation etc. It 
-includes a survey of institutes willing 
to finance buy-outs. 

‘Price £35 or US$70. Airmail postage £2 

_ {USS4). Payment with order please. 


> The Economist intelligence Unit Ltd (X1) 
P Stdames's Place 137 Avenue Louise, Bte 5 
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the American and British sys- 
tems. The suggestion that pro- 
spective reimbursement of 
American hospitals by Diagnos- 
tic-Related Groupings (DRGs) 
will necessarily bring about ra- 
tioning by queueing is mistaken, 
since the system still contains 
incentives to keep up the number 
of patients treated. Indeed, it is 
capitation systems such as the 
British National Health Service 
and also HMOs that contain 
greater a priori reasons for re- 
quiring queueing as a method of 
control. Competition between 
HMOs will not necessarily do 
anything to reduce the prospect 
of rationing nor bring about 
equable access to care. Once the 
surplus of hospital beds in Ameri- 
ca is reduced, it is quite possible 
to imagine HMOs offering re- 
duced premiums to people pre- 
pared to wait for treatment. 


James M. COLES 


London LINDA JENKINS 


SiR--Your survey rightly shows 
that productivity in the NHS 
could be radically improved by 
regulating the optimum mix and 
allocation of resources. Our ex- 
perience suggests that improved 
money management could enable 
the existing resources to be used 
to treat more people, which is 
what most workers in the NHS 
genuinely want, 

My company makes an electri- 
cal stimulation system which aids 
the healing of problem fractures, 
patients being treated in their 
own homes with portable equip- 
ment. The alternative is an oper- 
ation with between 7 and 30 days 
in hospital. The Economist Intel- 
ligence Unit, in a recent report 
comparing these two procedures, 
concluded that the cost of sur- 
gery, even excluding capital 
costs, was between £1,798 and 
£4,351, compared with £667 to 


~£1,116 for the-use. of.our system. 


Quite frequently the administra- 
tor’s response to- consultants 
wishing to use our equipment is, 
“well we won't save any money; 
the bed will only be filled. by 
someone else”. The fact that the 
patient is spared an operation is 
not even an issue, 

This is not the administrator's 
fault. The NHS system of ac- 
counting simply does not consid- 
er the treatment cost per patient. 
It is no coincidence that our par- 
ent company in the United States 
provides equipment for surgeons 


"Bubletied weekly (oxcont for a combined issue the last wask in Decarmbar and the frst week in January) by The 3 Economist Ne 
Printed Singapore. Betum undeliverable maii to Timas Printers Sdn, Bhd, Times Jurong, 2 Jurong Port , Singapore 2261 
frformaton senig addressed to The Economist Newspaper Department, P.O. Box 190, 23a Si. James 





panies there know only.too well 
that this is a cheaper alternative 
than surgery and hospitalisation. 
The patient might prefer it too. 


E; WALLNER 
Reading Electro-Biology 
Berkshire International (UK) Ltd 


SIR—You suggest the National 
Health Service must have failed 
because the male mortality.ratios 
show that, 
1930s, the gap between our five 


social classes has widened rather- 


than narrowed. 

The mistake is to believe that 
what happens in hospitals, clinics 
and GP surgeries is the key to the 
nation’s health. It isn’t. What the 
individual does for himself is far 
more important. 

The reason why the gap has 
widened is that preventive health 
messages (eat better foods, exer- 
cise more and, most important of 
all, stop smoking) are slowly 
picked up by social classes one 
and two but ignored by social 
classes three to five—particularly 
as they became more prosperous. 

Using Mr Macrae’s criteria, 
there would be an easy solution 
to this NHS defect: provide free 
or subsidised cigarettes to:all po- 
tential readers of The Economist 
but triple their price for Star and 
Sun readers. The mortality rates 
between the social classes would 
quickly narrow, -but that could 
hardly be regarded as a radical 
success. 


MALCOLM DEAN 


London The Guardian 


. $IR—Table 1 of your survey is 


impressive, but the column on 
heart disease deaths is mislead- 
ing. That the Japanese do not 
suffer from heart disease is well 
known. Good medical care is 
almost certainly not the reason. 
Japanese dietary fat is very low 
and, at 11-23% of energy intake, 
it is half the European or Ameri- 
can norm. In a comparison of 
Japanese and American. tele- 
phone executives (top six tiers of 
management in Tokyo and New 
York) the latter were found to be 
considerably fatter. 

Today, if one believes that ele- 
vated fat intake, particularly ani- 
mal fat, encourages heart dis- 
ease, then Japan is heading for 
trouble. Their fat intake has tri- 
pled since 1950, while their meat 
intake (excluding fish) has. in- 
crased ninefold. These changes 
do not speak well of Japanese 
efforts at prevention. 


Southampton PETER BURSTYN 








compared to thet 










Sin: Your article (April 21st) on 
the leakage of western militar: 
technology to Russia repeats the 
oft-made and misleading asser 
tion that the accuracy of Sovie 
missiles comes from high-qualit 
ball bearings.produced on ma 
chinery purchased from the west 
The implication is that withou 
this western technology Russia” 
missiles would not. be as accurats 
as they are. 

This-is not the case. A CIA 
report from April, 1982, makes i 
quite clear that the Russian 
could have made ball bearings € 
the necessary quality with thi 
Soviet grinding machinery simpl 
by making enough of them © 
compensate for the larger num 
ber of duds that their grindes 
would produce. The grinders ax 
only. an example of advance! 
western technology enabling 
Russia to produce military goos 
more cheaply. 

Why is it all right for the 
to sell Russia civilian goods mow 
cheaply than it could produc 
them itself, but not all right tos 
it equipment to make militas 
goods at a lower cost? 

The same CTA report state 
that western  military-relate: 
technology has let the Russian 
“save hundreds of millions « 
dollars. in R&D costs”; but it- h 
been estimated that the parti 
embargo on American grain sale 
forced the Russians to pay abo" 
one billion dollars extra in high 
grain costs. 


London 






Mark E. SCHAFEN 





American foreign 
policy 


SiR--I would dispute your asse! 
tion (April 14th) that bipartisag 
ship in American foreign polis 


“came to an end after Mr $ 
man’s re-election in 1948". R 
er, it lasted for another 20 years, 
From the Truman administr: 
tion’s national security coune 
policy paper justifying usé by th 
United States of “any measure: 
covert or overt. violent or no 
violent, which serve the purpose 
of frustrating the Kremlin di 
sign”, up to the collapse of th 
Vietnam consensus in congre 
during 1967-68, bipartisan agr 
ment on anti-communism as ti) 
pillar of American foreign poli, 
stood firm. The activities of J= 
McCarthy~and the debate ow 
“who. lost China’ actua 
seemed in a somewhat pervew 
way to strengthen the consens 
by making the advocacy of @ 
commodation with Marxism-L: 
ninism politically unthinkable. 
Mr Reagan's cu ua 


































Required by the | 
FOOD AND AGRICULTURE ORGANISATION 
OF THE UNITED NATIONS, ROME, ITALY: 


The FAOW orld Bank Co-operative Programme has responsibilities for assisting the governments of developing 
countries in the identification and preparation of investment projects in agriculture, intended for financing by the 
World Bank. It invites applications for the following appointments in Rome of three years' duration initially. 


1. Agro-Industries Officer 


PRINCIPAL DUTIES: To lead or participate in missions to developing countries taking specific responsibility for 
agro-industry investment proposals, including the identification of needs and opportunities for new agro- 
_ industries, the development of existing industries, assessments of processing technologies and preparation of 
» specifications and cost estimates for agro-industrial plants and equipment. 
ESSENTIAL QUALIFICATIONS: University degree or equivalent in engineering, food processing or food science, 
followed by at least seven years’ relevant professional experience, in at least one developing country (other than 
the applicant’s home country), and ‘involving more than one type of industry. Experience should cover operation . 
aa aching of food, feed or agricultural input processing enterprises, or the design and specification of agro- 
industrial plant. 


LANGUAGES: Working knowledge of English, French or Spanish. 


2. Agricultural Economist (Marketing Specialist) 


. PRINCIPAL DUTIES: To lead or participate in missions to developing countries and to carry specific responsibility 
for the economic and financial analysis, and for the crop marketing and farm input supply arrangements involved in 

so: the project proposals. 
p .o ESSENTIAL QUALIFICATIONS: University degree in agricultural economics or economics, including agricultural 
w economics or marketing studies. At least seven years of relevant professional experience in at least two 
» «developing countries, including experience of agricultural marketing, marketing analysis and the preparation of 
3 feäsibility studies for agricultural investment projects. 
E LANGUAGES: Working knowledge of English; knowledge of either French or Spanish desirable. 


3. Fisheries Officer (Aquaculture) 


| PRINCIPAL DUTIES: To lead or participate in missions to developing countries for the purposes of projects 
involving aquaculture and inland fisheries development. 
ESSENTIAL QUALIFICATIONS: University degree in biology, fisheries science or other relevant disciplines, 
followed by at least seven years’ professional experience in at least two developing countries in aquaculture and 
inland fisheries. Experience should include the planning and execution of aquaculture development projects, the 
design and construction of hatchery systems and familiarity with aquaculture extension services. 
D ~~ LANGUAGES: Working knowledge of English and French. 


SALARY LEVEL FOR THE ABOVE POSTS: Depending upon level of appointment, from US$32,000 to US$44,000 per 
annum, tax-free, including allowances. 


4. Project Analysts 


PRINCIPAL DUTIES: Participating in missions for the identification and preparation of projects for the development 
. of agriculture, forestry and fisheries. Will be concerned principally with the economic and financial analysis of 
proposals. 
ESSENTIAL QUALIFICATIONS: University degree in agricultural economics, economics or a related discipline. 
_ Advanced training in finance or accounting would be an advantage. At least three years’ relevant professional 
“experience in agricultural development or practical experience in financial management and accounting. The 
ability to write good analytical reports and an understanding of cost/benefit analysis are also required. 
Preference will be given to candidates who have the qualities to become mission leaders in due course. 
LANGUAGES: Working knowledge of English, and French or Spanish. 


_ SALARY: Depending upon level of appointment, from US$22,000 to US$26,000 per annum, tax-free, including 
allowances. 



























< Applications for these vacancies can. only be considered from candidates who possess all the essential. 
qualifications stated. A detailed curriculum vitae should be submitted not later than 20 June 1984, to Mr T. R. Short, 
ersonnel Giver, DDC, FAO, Via delle Terme di Caracalla, 00100 Rome, Italy. 
























































sents an appeal for a resurgence 
in “cold war’’ liberalism. Unfor- 
< tunately, this vision has recently 
lost its last senatorial spokesmen: 
Henry Jackson by death; Daniel 
= Moynihan (apparently) by op- 
_. portunistic conversion. 


ALLAN C. CARLSON 





American Catholics 


< SIR—Your correspondent in the 
Vatican provided a useful over- 
view of the Catholic church in 
America (April 14th), but I think 
it only fair to mention some fea- 
«tures of the American Catholic 
‘church which are too frequently 
overlooked. 

The American church reflects 
‘the American nation, which is 
and always has been a rather 
‘loose melange of people and 
“land, states and territories, inter- 
ests and attitudes, often unco- 
< ordinated and contradictory. 

Too many think that the Amer- 
+ „ican church is dying from a short- 
age of priests, whereas priests 
abound in Poland. In fact, there 
: are 34m Catholics in Poland to- 
day, and 51.2m in America. 
America has about twice the 
number of priests per Catholic 
population as does Poland, three 
times the number of nuns and, in 
spite of the decline in vocations, a 
-better ratio of seminarians. 

., Even with the decline in mass 
attendance since 1963, twice as 
many American Catholics, per- 
--centage-wise, attend mass on 
“Sundays as French Catholics. 

<: No mention was made in your 
“article of the fact that there are 
over 650 general hospitals still 
run by the American Catholic 
‘Church. It also supports and 
Maintains the largest private 
school system in the world, with 
7.8m. students under religious 
- instruction. 

` "No national community has re- 
-Sponded as actively to the Vati- 
ean Council’s call to the laity as 
the church here. Today, there are 
34,000 members of the St Vincent 
de Paul Society, one of the un- 
sung but most impressive world- 
wide forces in the Catholic 
_ Church. There are 7,550 deacons, 
and 40,000 couples each year at- 
tend’ Engaged or Marriage 
_ Encounters. 

- | Finally, the American Catholic 
is the most generous contributor 
_ to the church. In this parish the 
800 active families give over 
$350,000 each year to the parish’s 
works, and this is typical of the 
American church as a a whole. 

: Spokane, 

- Washington 


- “bipartisanship” actually repre- 


M ICHAEL ALLSOPP 


olivia 
SIR-It seems a pity that the au- 
thor of the article on Bolivian 
debt (April 28th) did not first 
verify exactly what the secretary- 
general of the United Nations 
said about Bolivia before quoting 
him out of context and dismissing 
his views as “nonsense”. 

The secretary-general did not 
speak in the specific context of 
the Bolivian debt, but rather of 
the need for the international 
community to assist the govern- 
ment of President Siles to over- 
come the desperate economic 
and social problems confronting 
the country if democracy is to 
survive there. He mentioned the 
efforts of the United Nations in 
this respect and referred particu- 
larly to the urgent. need to ar- 
range a short-term financial 
bridging operation to help the 
government withstand the politi- 
cal and social impact of the strin- 
gent economic stabilisation mea- 
sures it adopted on April 12th. 
Since your correspondent, imme- 
diately after reporting these same 
measures, goes on to say that 
“there is already talk of another 
military coup in La Paz”, I as- 
sume that The Economist would 
agree that these concerns are 
well-founded. 


MARGARET JOAN ANSTEE 





New York United Nations 
Quickstep, Matilda 
SiR—Your leader “Quickstep, 


Matilda” (March 17th) falls into 
the trap of accusing Australia of 
“debilitating protectionism” 
without properly considering all 
the facts. 

Australia’s protection is all “up 
front”, consisting almost entirely 
of tariffs, or quotas for some 
industries. Most other countries 
have resorted to a whole collec- 
tion of non-tariff barriers, includ- 
ing voluntary restraint or trigger- 
price mechanisms; various 
subsidies, bounties, cheap loans 
and tax exemptions for local in- 
dustries; and licensing and ex- 
change controls. 

The truth is that Australia’s 
record in terms of imports per 
capita compares well with other 
industrial countries, being well 
above that of the United States or 
the EEC and nearly four times 
that of Japan. Imports account 
for 40% of the Australian market 
for textiles, 20% for clothing and 
motor vehicles, and 30% for foot- 
wear. By contrast, on recent esti- 
mates, shares of the United 
States, Japanese and EEC mar- 
kets held by imports vary from 
2% to 14% for textiles, 8% to 
13% for clothing and 1% to 31% 





equates to fast growth and vice 


versa. The highly successful Japa- 
nese and South Kerean econo- 
mies have developed behind’ ex- 
tremely tight trade barriers, 
which in the case of the Japanese 
are still in place, much to. the 
anger of the United States. 


It is also interesting to note 


that, despite Australia’s farmers 
being as efficient as any, it is 
increasingly difficult to export 
our rural products, primarily be- 
cause of the dumping of highly 
protected and assisted European 
agricultural products in many of 
Australia’s traditional markets. 


St Ives, 


New South Wales J. N. BARBER 





Currency swimming 
lessons 


SIR—You give an unqualified en- 


dorsement to the McKinnon pro- 
posal for exchange rate-oriented 
monetary policy (March 31st): a 
country’s money growth ‘should 
be expanded whenever the cur- 
rency appreciates and contracted 
when the currency depreciates. 
Discomfort with excessively fluc- 
tuating exchange rates makes.al- 
most any policy move appear 
attractive, but this particular 
scheme is especially unsound. 

Consider two examples. In 
1980-82 the dollar sharply appre- 
ciated as the Fed set out to bring 
double-digit inflation under con“ 
trol. Following your advice, the 
Fed should have responded to the 
dollar appreciation by turning 
around immediately, boosting 
money growth and not even try- 
ing to stop inflation. In 1983, with 
a strong dollar, your advice 
would have been to lower Ameri- 
can interest rates, monetising the 
huge current and prospective 
budget deficits. Symmetrically, 
you would have advised Germa- 
ny to cut money growth rather 
than to seek recovery through 
lower interest rates. 


These examples are not pecu-» 


liar exceptions to a basically 
sound rule. On the contrary, the 
McKinnon rule is poor policy 
advice except in those rare in- 
stances of portfolio shifts from 


one country’s M1 to another's. If. 


exchange rates are to be stable 
there is no subsitute for co-ordin- 
ated monetary and fiscal-policy, 
and incomes. policy on top- But 
that is pie in the sky. In the 
meantime, exchange rates will 
stay flexible because Mr Paul 
Volcker knows better than to 
monetise the Reagan deficits. 


Cambridge,  Ruvicer DORNBUSCH 
Mass MIT 





SiR—Are not the aims of | 
British government. and Mr / 
thur Scargill the same—higl 
energy prices? 

Wasit not this government tl 


-increased the price of gas al 


greater cost to the consumer th 
the. National Coal Board's lo: 
There-doesn’t seem to be much 
choose: between them, and c 
tainly not enough to justify 1 
uproar and disruption. 

Once Scottish oil has be 
completely squandered, it 
doubtful if Britain will be able 
afford. more imports. And wha 


= the United States, Australia, ] 


land and China form a co 
equivalent of Opec? 


Bangkok Davin Rot 





Vouching for Sir Keith 


SIR—You welcome (April 14 
the arrival of Sir Keith Jo: 
who “is turning into Britain’ 4 
secretary of education since t 

r”, I would not dissent. E 
you also, rightly, say that “t 
proper role for the education s 
retary is to ensure that the voi 
of the consumer of education 
heard wherever policy 
determined”. 

In this crucial respect Sir Ke 
has been quite as bad as all 
predecessors. For, despite 
original “philosophical conv 
tions” as to the desirability 
parent power through educati 
vouchers, he has allowed hims 
to be persuaded to abandon a 
such consumer concern. He } 
capitulated to all the education 
supply side interest grou] 
These, from Department of Ee 
cation officials: to those in lo 
education authorities and the N 
tonal Union of Teachers, are s 
of course „opposed to any su 
tion of their yielding power 
consumer. 


Ontario 






ANTHONY FL! 





Rented housing 
SIR—As an expatriate recen 
retired I cannot say how please: 
was to see your report on rent 
housing (April 14th). 

The whole process of buyiny 
house is an immense incom 
nience to many people, and ne: 
ly as enslaving as tied cottages. 

If there were an adequate sı 
ply of modern rental property, 
there is in the United Stat. 
owners would not have to fe 
being unable to get rid of tenan 
they would welcome a let of t 
or three years. 


_ Winchester 


Hampshire 3. D. M. Horta 





























“Ciemnia Methanol 
Production Company 


New Zealand 


Petralgas Chemicals N.Z. Limited, which has 
recently commissioned production and associated 
port load-out facilities for chemical methanol in 
Taranaki, New Zealand, is seeking to appoint a 
Chief Executive and General Manager. 
‘The company is jointly owned by the 
Petroleum Corporation of New Zealand Limited 
(Petrocorp) and Alberta Gas Chemicals Limited of 
Alberta, Canada (AGCL) and operates in New 
Zealand as part of the Petrocorp Group which has 
wide interests in oil and gas exploration, 
development, processing and marketing, and in 
petrochemical industries, 
The position of Chief Executive and General 
Manager has become available through the planned 
withdrawal at the end of 1984 of the present 
incumbent, when production from the 1200 tonne 
per day plant will be well established. The new 
appointee will be supported by a group of managers 
who have been associated with the development of 
the company through the commissioning of thé 
plant and with the marketing of the product. 
“Fhe position calls for a-Senior Executive with 
prover business ability to undertake the 
management ofan industry designed to produce 
petrochemicals in bulk, principally for export 
markets, A wide range of job skills is required 
appropriate for a top. management position in a 
competitive industrial environment, including a 
good understanding of financial/cost accounting. 
Line experience in manufacturing of petrochemicals 
is desirable although not essential. The remuneration 
package will reflect the responsibility and 
accountability of the position. 
: Additional background information can be 

obtained from the Group General Manager of the 
Petroleum Corporation of New Zealand Limited, 
Petrocorp House, Wellington, P.O. Box 5082 or 
telephone 729-092. 

All applications will be treated in the strictest 
confidence and no-information will be disclosed or 
enquiries made without the permission of the 
applicant. 





Applications should be 
forwarded to: 

Mr F W Orr, 

Chairman of Directors, 
Petralgas Chemicals N.Z. 
Limited, 

P.O Box 1568, Auckland, 
New Zealand 








MAJOR US BANK 


INTERNATIONAL 
BANKER 


We have been retained by a major US International 
Bank which requires an international banker to 
consolidate and develop: its marketing activities i in 
the Indian sub-continent. 


Supported by the small existing team, the successful 
candidate will have responsibility for market 
assessment, customer development and credit 
proposals; he will act as the focus for the Bank's 
activities with multinational and institutional clients 
in the area. 


The candidate, with a strong credit background, will 
have had at least four years international experience 
probably with a US bank. This position requires a 
sensitivity and understanding of local conditions 
combined with the determination to complete 
transactions, 


Based in London with overseas travel the job offers 
an attractive remuneration package together with 
excellent benefits. 


For further details please write or telephone 












































Rochester Recruitment Ltd., 21 College Hill, London EC4R 2RP 
Telephone: 01-248 8346 













MANAGING DIRECTOR 


Economic Consultancy 
London W1 


National Economic Research Associates, a Marsh & Mclennan 
company, is a leading international firm of consultants specializing in 
the application of economics to a wide range of commercial issues, 
including: pricing policy, competition law, energy, telecommunica- 
tions, cable television, environmental studies and international trade. 














NERA economists for over twenty years have assisted government 
agencies, private corporations and their legal counsel and merchant < 
bankers in interpreting and presenting complex economic data. 










Our recently established London office will serve as headquarters for. 
UK and European operations. The person we seek will be responsible 
for the management of the London office and for directing and: 

expanding consulting operations in the UK and on the Continent. 
Working with resident NERA officers at the outset, he/she will assume 
responsibility for business development and management of economie. 
research. A wide reputation as a leading consultant in the areas 
firm’s expertise is the essential prerequisite for this appointmen 
the position affords the opportunity to participate. in public’ polic: 
debates at high levels, it is expected that the managing director be an 
experienced and excellent speaker and author. 























We emphatically do not restrict our search to any age range. although 
the breadth of experience required for success in this position limits our 
search to senior members of consulting, merchant banking. and 
accounting firms. 














Please reply to I. M. Stelzer, President, in strictest confidence ati, 1i 
National Economic Research Associates, 


nera London WIY 3WD 


England 


























seeks qualified candidates for its Secretariat. Priority will be given 
to candidates from countries which are currently unrepresented or 


underrepresented on the staff of the Organization (see list below). 
Women candidates are encouraged to apply 


CHIEF, INTERNATIONAL 
COMPARISONS UNIT 


(P5) in New York (Refer to No: 84-0716) 


Functions: 

responsible for the development and promotion of an integrated 
and co-ordinated programme of work in price statistics at national 
and’ international jevels and for the International Comparison 
Project. (ICP). designed to establish a global system of annual 
quantitive. comparisons of national product and purchasing power. 


` Qualifications: 
advanced university degree in economics or economic statistics; 
thirteen years experience in national statistical service, research or 
planning institution or international organisation, preferably in 
national accounts or prices. Fluency in English or French with 
drafting ability; knowledge of the other, Spanish also desirable. 


Salary: 

depends on qualifications and number of dependants, minimum 
net base ue per annum of US$30,776 and a minimum post 
adjustment of $14,726. 


Deadline for applications: 24 May 1984. 


ECONOMIC AFFAIRS OFFICER 
(P4) in Geneva (Refer to No: 84-013) 
UN Conference on Trade and Development; Manufactures Division 


Functions: ; l 

co-ordinates operation of the UNCTAD data base on trade mea- 
sures; conceptualises, prepares and co-ordinates analytical and 
policy-oriented reports on tariff and non-tariff measures; makes 
recommendations for national and international action concerning 
trade and barriers to trade; represents the Secretariat in consulta- 
tions on the data base. 


Qualifications: 

advanced university degree. in. economics with specialisation in 
international economics, eight years experience in research and 
quantitive analysis of trade and trade measures; fluency in English 
or French, knowledge of the other desirable. 


Salary: 

depends on qualifications:and number of dependants, minimum 
net base salary per annum of US$25,671 and a minimum post 
adjustment of $18,277. 


Deadline for applications: 24 May 1984. 


Please send detailed résumé to: 
Professional Recruitment Service, 
United Nations Secretariat, 

ney York, N.Y. 10017, 


: Countries currently unrepresented or underrepresented on the staff of the 





Albania, Antigua & Barbuda, Bahrain; Bhutan, Cape Verde, Czechoslovakia. 
Djibouti, Dominica, a rae Guinea, Federal Republic of Germany, Gabon, 
German. Democratic Republic, Guinea-Bissau, Israel, Italy, Japan. Kuwait, 
Luxembourg, Maldives, Mongolia, Mozambique, Norway, Oman, Papua 
New Guinea, Qatar, Saint Christopher and Nevis, Saint Lucia, Samoa, Sao 
Tome and Principe, Saudia Arabia, Seychelles, Solomon islands, Suriname, 








~ Swaziland, USSR, United Arab Emirates, Vanuatu 




























































































The London office of an 
international research organisation 
/ hasa vacancy foran 
- : graduate in economics: 
"at least three years practical 
~ experience including a working 
knowledge of the Swiss and 
German. economies and financial 
markets: Knowledge of the 


German language would be 
useful. 


good remuneration 
commensurate. with the. 
responsibilities: of this position. 

The position involves following. the Swiss and Germar 
markets, occasional travel to Europe and preparing reports 
etc. An understanding of the U.S, and Japanese economies , 
would also be an integral part of the assignment. 


Please write with full C.V. to: 


Qualifications = 
Experience ` —_ 


Salary — 


Miss Ruth Schneider 

European Communications Ltd. 
Kappa Delta House 

4 Crowland Terrace 





STRATEGY 
CONSULTING 
AUSTRALIA P 


Pappas Carter Evans & Koop is a specialist consulting firm, providing 
businesses in Australia and its region with advice on business. strategy. 
The analytical work supporting our recommendations involves rigorous 
assessment of our clients’ competitive positions and ability to achieve 
competitive advantage. 


Established in 1979, we have offices in Melbourne and Sydney and a staff 
of 16 professionals. Our staff is of top calibre, with strong academic 
qualifications and consulting experience in demanding environments. 

Eight have prior international experience with The Boston Consulting: 
Group, McKinsey & Company or Bain & Company. . : 

We are committed to being the best strategy consulting group.in the 

region as weil as.providing.an environment in which personal and family 
lifestyle aspirations can be satisfactorily balanced, af BS 
We seek extremely capable and successtul people who have 1 to 2 years. 
of consulting experience with a top international tirmand.whoare =. 44 i 
attracted to joining avery professional and rapidly growing strategy 
consulting group. Sees ‘ 

Please write in confidence, enclosing A current résumé, to Maurice Koop 

at the address below. We reserve the right to reply only to applicants who. 
fit the above description. we ; r 
RERE Carter Evans & Koop Pty ttd Level 52, MLC Centre, Sydney, 
N.SW. 2000, Australia. 


pappas carter evans & koop 


















—WIMBLEDON SW1i9——_——_ 
AN OFFICE BUILDING FOR TODAY 


w A major new office building, 
constructed and finished to the 
S Me: ~ highest specification, incorporating the 
* W228 latest technology in environmental, 
; climatic control and energy 
conservation. 


85,000 sq. ft. 









A Development by 


Commercial Union Properties Ltd. 





CHARTERED SURVEYORS / 
70 Jermyn Street 


LondonswiyepeE 01-9301090 
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What 





Po service is more than 

just a tradition at TDB — it’s 
one of the basic reasons for our 
success over the years. And it 
makes an important difference to 
our clients, in a number of ways. 

In fast decisions, for exam- 

ple. At TDB you don’t have to 

< waste time going through endless 

“channels.” The executive you talk 

to makes sure that your require- 

: ments are brought directly to the 
people who decide. We make it 

a point to avoid red tape and 

~ bottlenecks. 

We assign an experienced 







bank officer to your account and 
he is personally responsible for 
seeing that things get done on 


your behalf, whatever the service. 


So you can be sure your instruc- 
tions are carried out promptly, 
intelligently and to ihe letter. 

Whether your business 
requires trade and export financ- 
ing, foreign exchange, precious 
metals or any of our fall range 
of banking services, you'll find 
that TDB has something a bit 
special to offer. 

If TDB sounds like the sort 
of bank you would entrust with 















Above all, our personal service. 


your business, get in touch with 
us. Now that we have joined 
American Express International 
Banking Corporation, with its 
64 offices in 36 countries, we are 
even better placed to serve your 
individual banking needs. 


TDB banks in Geneva, London, 
Parts, Luxembourg, Chiasso, Monte 
Carlo, Nassau, Panama City, Zurich. 


TDB is a member of the American 
Express e which bas assets of 
USS 38.6 billion and shareholders’ 
equity of USS 3.7 billion. 


Trade Development Bank 


As TDB has grown, it has maintained the tradition of personal service 


that is one of its major strengths. Experienced account 
officers coordinate the bank’s worldwide activities to serve 
individual clients effectively, wherever they do business. 


An American Express Company 











Mostly for the better, a hurricane of competition is 
weeping through the British securities markets. From 
New York, Tokyo and the financial centres of Europe, 
stronger, better-capitalised banks, brokers and finan- 


tial conglomerates are coming in. Within 10 years, they 


wuld dominate the Square Mile unless British firms 
D. to compete. 

For all its pretensions to fair play and free competi- 
ion, the London Stock Exchange is one of the oldest 
urviving cartels in the world. Its fixed commissions on 
hare deals, its rule that permits members to act either 

as jobbers or as brokers but not as both, and other 
estrictive practices have earned its professionals easy 
money. When last summer the government exempted it 
rom the Restrictive Trade Practices Act in return for 
promises of self-reform, the captains of the London 
btock Exchange knew change was coming. 

They hoped, though, for a planned, gradual, almost 
asual, approach. Instead, the changes are coming fast 

end furious, through market forces, not planned dereg- 
lation. American and Japanese firms now handle most 
pverseas investments by Britain’s top pension funds; 
Alerrill Lynch alone has shanghaied half the business. 
|¢ven trading in British blue chips has shifted, as British 

vestors have avoided stamp duty and circumvented 
Ihe City’s fixed commissions that are supposed to 
p in force until 1986 by purchasing ICI or BP 

res in New York, not London. 

Has the City welcomed the increased competition? 
Well, not exactly. As foreign financial supermarkets 
rammer at the door asking to be let in, London’s Stock 
pene still limits holdings by outsiders in brokers to 

.9%. This, it is said, is to bring order to the chaos. In 
act, it is a piece of old-fashioned British protectionism 

) keep profits up and foreigners out. 


“he birth of 24-hour markets 

‘hree changes in international securities markets 
fareaten to leave London behind. First, New York’s 
market continues to strengthen on the wave of competi- 
fon that followed its scrapping of fixed commission 
ates in May, 1975. This success has put supporters of 
otected financial markets on the defensive almost 
erywhere—in Sydney, Toronto and Tokyo as well as 
London. Second, electronics. Financial markets 
ontinue to thrive on the ideas, gossip and wheeler- 







Policing the City 
































dealing that only close proximity of market makers can 
bring. But the actual deals that emerge from the — 
hubbub can now be performed instantly, anywhere in — 
the world through the video machines that are super- 
seding the telephone and the telex. Third, this, in turn, _ 
has led to 24-hour markets. As London stockbrokers 
board commuter trains back to Surrey, New York 
brokers have already travelled in on the Long Island 
railroad to Manhattan. When the New Yorkers go _ 
home, Singapore and Hongkong traders are on to their 
first cup of coffee and fifth cigarette. ; 
The speed of these changes has forced many firms in 
London into a game of financial blind man’s bluff, _ 
grabbing on to anybody they bump into. In the past six E 
months, five British merchant banks and clearers have — 
pounced on some of London’s biggest jobbers and 
brokers; a City money broker is opening a new stoc 
broking firm, the first for eight years; a Scottish — 
investment trust has taken a stake in an Edinburgh — 
broker; and a life assurance office has recently in- — 
creased its stake in a merchant bank to just under 30%. 
So long as the main blocks to competition—fixed — 
commissions, limits on outside ownership, single capac- _ 
ity rules—are steadily removed, it matters little which 
way the London market develops. It will evolve. If the — 
demand for financial supermarkets is there, the new 
financial conglomerates will prosper. If it isn’t, some of — 
these mergers will have to be unravelled. But for the 
City to prosper and to retain the confidence of overseas — 
investors—confidence shaken by the recent troubles at — 
Lloyd’s of London—the correct regulatory framework — 
needs to be established now. oe 
Policing finance has to be a careful business. It should 
be stern on fraud but not cramp enterprise. It should — 
protect innocent depositors, but not prevent bank 
brokers, assorted wizards and spivs from, if necessary 
going spectacularly bust. Self-regulatory agencies, 
Professor Jim Gower said in his recent report on | 
investor protection, need to be established with statu- 
tory backing to cover each area of the City by function: 
for instance, one for unit trusts, another for pension 
funds, one for investment managers. To succeed, each 
regulatory body needs a closed circle of member 
Those operating outside the circle will either have to 
proscribed or brought under direct statutory control. 
Each agency should be required to set up a comp 





AAN Securities. 


" imburse clients who are pa off by sa ide mem- 

_ bers. Jonahs say that this would encourage the investor 

= to be none too careful with whom he deals. That is 
-~ hokum. It would encourage the agencies to do their job 

Ay of weeding out the weak and the chisellers. 

H = Sensibly, most trade associations, such as the Nation- 
al Association of Pension Funds, do not see themselves 
~ as embryonic self-regulators. It would be too much to 
ee any such association to regulate its own market 
_ without leaning too heavily toward its members. Self- 

. _ regulation would equal self-interest. 

E This is the big reason why the City needs agencies 
= that are truly independent and why the public interest 
4 = needs to be recognised by the appointment of lay 
; members. It is why, above all, there needs to be a 
= separate statutory body—a City commission, if you 
= like, but not necessarily modelled on the lines of 
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‘act a Bachar! ominis haca 
step in when self-regulation fails. The new commis- 
sion—something tougher and more effective, please, 
than the present Council for the Securities Industry— 
should be directly responsible to the minister for trade 
and industry. 

The idea is not particularly revolutionary. Banks, 
insurance companies, unit trusts and building societies 
operating in Britain are already subject to statutory 
controls through the trade department or the treasury. 
The power of the commission would be the product of 
both existing and new legislation. Its job would be made 
easier with tougher fraud regulation. As the distinction 
between financial institutions becomes more blurred, 
conflicts of interest will increase and there will be more 
over-extended bankruptcies in the City of London. 
They should be allowed to happen. Abuses and outright 





fraud should not. 





Olympics in flames? 


Eana an opportunity to replace 
4 ~ them by something better 


= The Russians are staying away from this summer’s 
E Oivrapics because it is not in their interest that these 
a should be a success—watched by more than 1 billion 
_worldwide televiewers gawking into a rich Los Angeles, 
q possibly with some sports at last sufficiently medically 
_ monitored to reveal how many east European athletes 
are stuffed to the eyeballs on drugs, and with impresa- 
rios waiting with cheque books to lure into rich exile 
a some of their golden youth who would win fame at the 
= games. Before lamenting that this boycott could kill the 
= modern Olympics, recognise what they are. 
= _ The Olympics are the once-in-four-years showplace 
f 20-30 sports which have deteriorated from aristocrat- 
c to bureaucratic control. In this television age show- 
case sports are now usually much better run by the sorts 
f entrepreneurial arrangers who have turned the best 
oung golfers and tennis-players into healthy million- 
aires. The organisers in Los Angeles had looked like 
ringing these 1984 games into small profit. Through 
e previous decade it had been assumed that the 
eadweight of Olympic bureaucracy meant the games 
ould be staged only in cities, like Montreal and 
oscow, willing to spend taxpayers’ money like water. 
_ The Russians prefer that. 
= Many of the hangers-on to the International Olympic 
Committee (IOC), and to the more than 150 National 
_ Olympic Committees (NOCs), and to the 20-30 individ- 
_ ual sports federations attached to the average NOC, are 
so appearing on worldwide television this week to call 
this previous spending of taxpayers’ billions on them- 
elves the true embodiment of the Olympic ideal, and to 
astigate the “crudely overcommercial’’ Americans for 
urbing it. They misunderstand what the Olympics’ 
original anti-commercialism meant. When France’s 
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Olympiad in 1896, his main concern was to exclude 
professional athletes, whom he regarded as seedy 
working men likely to be bribed by bookies. He put the 
trusteeship against shamateurism into the hands of a 
self-elected and self-perpetuating IOC, which con- 
tained in its heyday four princes, one archduke, eight 
peers, three knights or ritters, a rajah, a pasha and an 
American millionaire, all concerned to see that young 
athletes were not polluted by getting any money. Today 
Coubertin would be far more horrified by the decline in 
gentlemanliness in his watchdog committees than by 
any decline in it among athletes. The subsidiary com: 
mittees of the Olympic movement now most frequently 
contain western sports bureaucrats with large expense 
accounts, Soviet secret policemen and third-world poli 


ticians’ brothers-in-law with axes to grind. a 
Go like tennis and golf? 


Since 1980, track and field athletes have attained thé 
television exposure where sponsors can make their stars 
into millionaires. Three arguments, of differing mora» 
value, have become entangled with the debate whethe’ 
athletics should go forthwith to the fully commercias 
golf-and-tennis system. 

First, sports bureaucrats say that Mr Carl Lewis, M 
Edwin Moses, Mr Sebastian Coe, Mr Steve Ovett ane 
others should instead preserve Olympic shamateurism 
by putting their high earnings into trust funds until the 
retire at some age like 29, thus enabling them to plougill 
some money back into their sport, including its adminis) 
tration—ie, to finance sports bureaucrats themselves) 
This is a bad argument, because administration im 
Olympic sports is now rather crookeder than in comi 
mercial ones. In tennis anybody taking a drug would be 
barred by his colleagues from thus unfairly pene br 
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rtificial aid towards beatin 
iuropean and American coaches stuff their stars with 
teroids, and—despite rumours that testing in Los 
\ngeles might be tougher—no Olympic body has taken 
ffective counter-action because of the usual Olympic 
ear of igniting another diplomatic row. 

Second, and unfortunately, fears of bought defec- 
ions mean that Soviet and East German stars are not 
illowed by their governments to glitter in tennis or golf, 
though individual South Africans can. Some east 
3uropeans, such as the Czechoslovak tennis players, 
‘ave operated a compromise, belonging to the interna- 
ional jet tennis set while sending a lot of money to their 
amilies and tax collectors back home, although with 
fe really top Navratilovas eventually defecting. It is 

sirable to devise some such system to keep the fine 
young Soviet and East German athletes in world track 
ind field. 

Third, the eyes of those billion televiewers provide 
ine of the Olympics’ remaining sporting benefits and 
ne of its political risks. The benefit is that the billion 


What to say to South Africa’s Mr Botha 


Phe coming visit to Europe by South Africa’s prime 
minister, Mr Botha, will be seen by many South 
africans as a sign that international acceptance of their 
yuntry is on the way. One thing should therefore be 
id from the start. The South African governments 
w constitution, and its agreements with some of its 
ack neighbours, do not constitute progress away from 
partheid, and do not justify any kinder view of South 
frica’s political system. The slap of paint recently 
plied to neo-apartheid does not disguise the things 
at make it offensive—influx control, group areas 
strictions, the racially biased franchise. Indeed, it is 


nded to preserve them. 
nal is not, and never has been, a reason for refusing 
talk to South Africa’s leaders. The purpose of 
stracising a country is not to give the ostracisers a glow 
self-approval, but to effect some change in the 
stracised. South Africa has now been given a cold 
oulder by most of the world since the prime minister- 
ip of Hendrik Verwoerd in the 1960s. This exclusion 
as achieved no advance in black rights. Indeed, to the 
tent that the outside world has helped black advance- 
nt at all—for instance in the strengthening of black 
de unions—it has been partly through the action of 
me locally based foreign companies. 
The one boycott which has achieved a measure of 
ccess has been in the field of sport. But by continuing 
is boycott where it has achieved modest change—in 
icket and soccer—the anti-apartheid lobbyists now 
sk discrediting their efforts by implying that no 
ount of sports integration will make any difference. 
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he limits of ostracism 


th African rugby players have long argued 


Pay. 





viewers may switch on to watch track and field, bu 
become interested in 22 lesser sports. Many more 
people take up archery, canoeing or volleyball after — 
each Olympiad, and human happiness gains thereby. If 
the Olympics die after this year, it will be desirable to 
hold four-yearly world festivals of minor sports, proba- a 
bly in different sites across the world, but co-ordinated 

in the same fortnight of television programmes. The _ 
disadvantage of congregation in the same site is thata 
billion pairs of eyes become a magnet for demonstra- 
tors. These range from chumps waving anti-Soviet 
banners at young Soviet athletes (and probably attract- — 
ing sympathy for them thereby) to Chernenkos calculat- 
ing that they can get their own back for past Carterian 
insults to dear dead Brezhnev by persuading fools that 
the Americans are too commercial. It is against those 
who wail against professionalism and commercial sol- 
vency, thus inviting expensive amateurism and constant _ 
politicisation, that the youth of the world should now be 
summoned to assemble for the overhaul of the old 
Olympic system so long overdue. 2 












against integration on the ground that the world will — 
never play with South Africa anyway. They appear to EU 
be right. > 
The new hard men of Pretoria have similarly argued 
that there is no reform short of black revolution which — 
will gain their country international acceptability. Yet 
the world must take notice when South Africa shoots its 
way to the bargaining table. Two years ago, the South 
African government embarked on a policy of destabili- _ 
sation of its black neighbours which, with help from the _ 
worst drought of the century, has achieved precisely 
that. South Africa has asserted a new domination of its 
region, and wrested unofficial recognition from the | 
countries to its immediate north. This policy has 
achieved more than any amount of diplomatic pleading _ 
for the virtues of apartheid. That is the message of the — 
recent Nkomati and Lusaka settlements. A 


You too need peace 3 
So, if the reason for talking to abhorrent regimes is to 
bring about change, what can Mrs Thatcher say that 
might change Mr Botha’s mind? About South Africas 
internal politics, not much. s 

She can repeat her antagonism to apartheid, and had 
better do so if Mr Botha is not to go home saying he 
won the debate. But he and his predecessors have called 
the bluff of international antagonism. Their programme _ 
of self-sufficiency has emphasised the determination of 
the white government to remain in power for the — 
foreseeable future. It has also undermined the British 
foreign office’s long-cherished view, repeated by Mrs _ 
Thatcher, that the mere fact of white rule is the bigg 
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threat to peace in southern Africa. It may once have 
been so, but other threats have since emerged, notably 
incompetent Marxist economics that has produced 
unstable countries. And the ending of white rule has not 
exactly brought peace to west or central Africa. 
South Africa’s foreign policy is a different matter. 
= Britain does not have the influence that America has 
~ recently brought to bear in southern Africa. But it has 
= strong commercial and financial interests in South 
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Africa, Namibia and Zimbabwe. It is a member of the 
= five-country group that has been trying to negotiate a 
Namibia settlement—which may now be within reach. 
Mr Botha has shown that he has the power to produce a 
= cowed and supplicant Mozambique and a sullenly 
= acquiescent Zimbabwe. He now has to be persuaded 
= — that it is in his own country’s interest for southern 
= Africa to be allowed a period of peace. 
The region is about to enter a time of deprivation. 


— Get together 


It will be better for everyone if Jesse Jackson 
and the Democrats come to terms 


_ For Walter Mondale it is all over bar the doubting. The 
_ doubting is whether he can beat Ronald Reagan in 
November. But that is a problem for later. For now he 
`. can be satisfied that, despite a late flourish by Gary 
Hart in Indiana and Ohio (see page 41), the Democratic 
nomination seems to be his. With just half a dozen 
primary elections to go, only two of them in big states 
__ (California and New Jersey), it would take an earth- 
quake or a robbery to deny him the nomination. 

So it is time for all good Democrats to sink their 
_ differences and coalesce behind Mr Mondale in order to 
= defeat the wicked Mr Reagan in the autumn. A similar 
-= come-to-the-aid-of-the-party message generally goes 
- out at the end of the primary season. This year the 
_ Democratic elders are sending it particularly vigorously 
= because this year’s campaign has produced something 
= quite new in American politics—a highly energised 
= mass of ethnic voters loyal to one candidate, Jesse 
= Jackson. 

= Mr Jackson confuses the party bigwigs. They want 
the votes of his newly registered followers for their 
= chosen candidate, Mr Mondale; but they resist the 
demands he makes in return lest yielding to them drives 
=- whites into the Republican camp. And then there is Mr 
= Jackson’s loyalty to the racist Black Moslem, Louis 
= Farrakhan. His refusal to dissociate himself from Mr 
_ Farrakhan strengthens the impression that Mr Jackson, 
as he has all but admitted, is a black who happens to be 
American rather than an American who happens to be 
black. 

Getting Mr Jackson and his followers through the 
= revolving door of the Democratic party without at the 
same time expelling a lot of others is going to be a 
struggle. It may prove impossible this year. But the task 
is worth attempting. The response to Mr Jackson’s 
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Drought is one cause. Political upheaval, as countrie 
such as Mozambique, Tanzania and Angola wea 
themselves away from inefficient socialism, will b 
another: regimes may fall, and outside intervention b 
invited. South Africa is the only power in the area wit 
the wealth and strength to prevent this process degene1 
ating into starvation and civil war. Using that power i 
clearly in South Africa’s own best interest. 

Europe, like America, has a role to play in pointin 
this out. It can help in various ways: for instance, by nc 
banning South African subcontracts from aid packages 
and by smoothing the way for a Namibia settlemen' 
This does not mean rewarding South Africa for il 
successful pugnacity, any more than talking to M 
Botha means endorsing apartheid. Diplomacy can b 
the art of stating the obvious. The attempt to ostracis 
South Africa has too often proved, over the pa: 
decade, unproductive and self-defeating. 








candidacy shows how many blacks have felt excluded c 
ill served by the politicians presented to them in th 
past. America, never mind the Democratic party 
cannot afford to let such a state of affairs continue. 
Alarm is growing in the United States that people n 
longer aspire to make themselves more like tradition: 
Americans who pay homage to, even if they do n 
share, a common cultural tradition; increasingly the 
retire into semi-exclusive subgroups of one kind «c 
another. Some of this alarm is just annoyance at th 
passing of male Wasp supremacy; some of it, le: 
wistful, is grounded in the fear that a granulated societ 
of interest-groups—feminists, non-smokers, homose) 
uals, anti-abortionists, Spanish-speakers and so on- 
will prove unstable, particularly if these groups ar 
strident in their demands and intolerant of others, ag 
many are. 


Mainstream or backwater? 

America’s blacks have not, in recent years, fitted th 
description. At any rate their leaders have not. With th 
exception of a few Black Moslems like Mr Farrakhai 
prominent blacks have been notably restrained. The 
have also, most of them, opposed the candidacy of M 
Jackson. It cannot be assumed that Mr Jackson speal 
for his voters on all issues, but he has certainly brougl 
many blacks into the political process for the first tim 
and won the support of most black voters, both old an 
new. He is uniquely influential. The question he no 
has to face is whether he will lead his followers on int 
the mainstream, via the Democratic party, or wheth: 
he will take them into a backwater of exclusiveness ar 
impotence. If he chooses the backwater, blacks will n 
be the only ones to suffer. The Democratic party ar 
America as a whole will also be losers. 
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The spring that wasn t 
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Still chill between the Germanies 


Many Germans and others have lately been arguing 
that something new was happening in central Europe. 
The two Germanies were moving closer together, it was 
said; maybe there were hopes of at least a local thaw in 
the general winter of east-west relations. Alas, events 
are now proving otherwise. This year’s flood of 25,000 
refugees from East Germany has suddenly slowed to a 
trickle, from around 400 a day at its peak to 75 in early 
May. The shrapnel-firing anti-escape devices removed 
from the East German border have been replaced by 
other means of keeping the frontier shut. The “German 
spring? was just a brief mild spell. The political 
barometer still reads: no real change. 
‘The misunderstanding happened because too many 
st Germans misread what was happening in East 
Germany. The West German chancellor, Mr Helmut 
Kohl, has long wanted to prove that talking to the East 
Germans is not a monopoly of the rival Social Demo- 
zrats. But that sensible idea got trampled under foot in 
a scramble to shake East German hands. The improba- 
ble chief scrambler, Mr Franz Josef Strauss, is a right- 
winger whose real aim is to upstage the West German 
foreign minister, because he would like the minister’s 
job. To East Germany’s delight, Mr Strauss has talked 
up German-German relations so that they look better 
than they are. 

In fact, the aims of the East German leader, Mr 
Honecker, were strictly limited. The East German 
economy needs all the West German help it can get. By 
opening the door to let out a few refugees, Mr 
Honecker has earned some hard cash (West Germany 

“compensates” East Germany for each refugee’s depar- 
ture) and encouraged the otherwise hard-nosed Mr 





Kohl to put more government-backed credits on the — 
negotiating table. Mr Honecker is also spiking his own 
opposition: many of the people who have left East — 
Germany since February had been irritating the regime — 
by their activities in the country’s churches and its — 
unofficial peace movement. And Mr Honecker no | 
doubt calculated that the more glasses he clinked with — 
visiting West Germans the better he would look him- _ 
self. His planned visit to West Germany later this 
year—the first by an East German head of state—could 
add a touch of pomp to the grey circumstance of this — 
appparatchik’s previous career. bs 


Divided they stand a 
But the Honecker gamble never went farther than that. — 
Mr Honecker was trying to strengthen his own position, — 
and that of the state he leads. He was not exploring the 
possibilities of German reunification, as some people _ 
hoped, because that would have put his own regime at 
risk. That is why, at the first sign that the reservoir of 
would-be refugees inside East Germany was being — 
swelled by new applicants, the East German police _ 
moved in to stem the flow. A 
The only benefit of this brief excitement is that it may 
have led to a little more realism about the German 
question. Most of West Germany’s Christian Demo- 
crats, who for years clung doggedly to the hope of — 
reunification, are now starting to accept that the two — 
Germanies will go their separate ways for along time to _ 
come. Mr Honecker has helped by pointing clearly to — 
what divides the Germans. This is not what the — 
“German spring” was held to portend; but a false hope 
is always better laid to rest. 
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They had a choice 


The next things El Salvador’s chosen Mr Duarte 


has to do 


Let it stop being said that the people of El Salvador 
have been given a vote but not a choice. The second 
round of El Salvador’s presidential election, on May 
oth, was a notable step forward along a difficult road. It 
was notable, given the history of Central America, for 
jour reasons. There was no “official” candidate; the 
army did not interfere; the outgoing president (an 
avuncular banker, Mr Alvaro Magaña) was neutral; 
d there was little or no vote-rigging. 
Although there was no Marxist candidate, the voters 
ave had a clear choice. In the first round, they could 
ick between Mr Napoleon Duarte, a left-of-centre 
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Christian Democrat, several middle-of-the-roaders, — 
and Mr Roberto d’Aubuisson, the darling of the far — 
right. In the run-off Mr Duarte, the man of political — 
realism, beat Mr d’Aubuisson, the man of extremes, yy a 
55% to 45% on the midweek unofficial count. > 
The next step depends on Mr Duarte’s political skill; ] 
on the endurance (or otherwise) of the Salvadorean 
army; and on the help they both receive from democrats 
abroad. Mr Duarte has a mandate for his first big j 
the elimination of the death squads that sicken so man) 
of the Salvadorean government’s potential supposte 
Previous non-elected governments, including the junta 
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weak to attempt a crackdown. The new president has a 
chance to get these random murderers under control. 
His defence minister and his chief of staff are said to 
upport a purge of the most notorious army and police 
sfficers involved with the squads. 






you’re going to help, help 
-The killers will not easily be shunted off to jobs where 
they can do no harm. The killings will not stop 
overnight. But Mr Duarte cannot move on to the main 
objective of his presidency until he has restored some- 
-thing more like law and order to the part of El Salvador 
he controls. That main objective is to split the rebels 
fighting his government. El Salvador’s only chance of 
-peace with democracy is to separate those members of 
_the left-wing insurrection who would be willing to live 
- under a democracy, provided democracy did something 
to right El Salvador’s injustices, from the straight 
_Leninists who propose to take the country from right- 
wing frying pan to left-wing fire. 
For this, a Duarte offer of amnesty and- possible 
gotiations is necessary, but not sufficient. The guer- 
las will not come out of the hills until and unless it 
ecomes more uncomfortable for them to stay there. El 
Ivador is still too. vulnerable to rebel raids which kill 
soldiers, damage the economy and put thousands of 
people out of jobs. Its army needs more help. 

“The worst possible policy is to provide just enough 


ag 
ary. The Salvadorean arm 


successfully”, 


troops quickly about the country and bring its wounde: 
in from the battlefields; aircraft to attack the guerrillas 
fast patrol-boats to stop arms arriving from Nicaragua 
and better communications. It is. doubtful whether th 
guerrillas can be wholly eliminated from El Salvador’ 
rugged terrain. But with better equipment the arm 
should be able to keep them on the move, and graduall 
squeeze them towards. a settlement. 

This week’s successful election put. President Reaga’ 
in a stronger position to.ask the American congress fo 
more military aid, which he duly did in a speech o 
Wednesday. It may also buy more time for his attemp 
to make Nicaragua’s government stop providing a hom 
for the rebels’ headquarters, and arms and ammunitio 
for the guerrillas in the field. 

The military part of the assistance to El Salvador’ 
experiment in democracy has to come from the Unite: 
States. But the experiment also deserves another sort o 
help: the help of sympathetic. understanding. T. 
sceptics and the fence-sitters in-western Europe hi 
now been able to watch an election that was admitted 
incomplete—though not by the wish of those who tool 
part in it—but also gave most Salvadoreans a genuin 
chance to show what they wanted. There is an alterna 
tive in Central America to dictatorship of right or iot. l 
should be supported. 













































-Mr William Brock, America’s chief trade negotiator, 
marched the Reagan administration’s free-trade forces 
up the hill in saying import quotas on Japanese cars 
would go next year. Mr Donald Regan, the treasury 
secretary, and Vice-President Bush have now marched 
them down again. With the Republican party needing 
every blue-collar carworker’s vote it can get come 
November, Mr Reagan’s free-traders are likely to stay 
ownhill—where they should not be. 
In fact, Mr Brock did not go far enough. In seeing a 
k between the “unbelievable new management bo- 
nuses” at American car firms and the agreement that 
tops Japan from selling more than 1.8m cars a year in 
he United States, the trade negotiator said the quotas 
ought not to be renewed when they expire on March 
31st next. This is too timid. The time to remove the 
_ quotas is not next spring, when most soothsayers expect 
-a post-election slackening of demand in America. It is 
now, when car buyers could benefit from the Japanese 
‘Car companies using their cost advantage of $1,500 a car 
to increase their share of the American market. 
-Mr Brock has none the less hit a-bull’s-eye in Detroit. 
Witness Mr: Philip Caldwell, the chairman of Ford, who 
_ protested that the idea of limiting executive pay is 


Protectioneering in Detroit 


mport quotas allow car industry executives to pay 
themselves bonuses at their customers’ expense 





Total net profit/ s (Sbn) of: 





“repugnant to the American system”. That was not M 
Brock’s point. Mr Brock would doubtless agree that iti 
a Good Thing for an executive’s pay to be linked to 
company’s profits. He was pointing out that Ford wa 
able to pay 6,035 managers an average bonus of ab: 
$13,000 each last year, and General Motors pay 5, 
managers an average of about $31,000, because curb 
on Japanese competition allowed American car compa 
nies to charge their customers higher prices. In a 
unprotected market, car prices and profits and bonuse 
would all have been lower. l i 

To provide those executive bonuses, America’s ca 
buyers are being taken for a ride that will get bumpie 
as the year goes on. With the buying boom and th 
restriction on Japanese imports stretching the capacit 
of Detroit’s car factories, both American and Japanes 
car companies will now again be able to raise. prices 
Whereupon negotiators for the autoworkers’ union wi 
cite the inflated profits and management bonuses t 
help win large increases on their members’ present $2 
an hour in wages and benefits—increases that th 
protected car companies will then pay for by, agair 
putting up prices. The best thing for most America 
voters would be to olet Japan’ scars backin: 
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‘Thats the difference’ 


The fast-growing markets 
and economic potential of the 
Pacific Basin may be news to 
many — but they're hardly new 
to Standard Chartered. 

In fact, we've been part of 
the local economic and business 
scene for more than a century. 

And that's good news for 








our subsidiary Union Bank in 
California) we can provide faster, 
more efficient service. 

And because our range of 
facilities covers everything from 
the financing of individual 
shipments, through foreign 
exchange dealing in all the local 
currencies, to major project 





our customers. finance and merchant banking, 
Because we know the we can offer you a genuine 

markets in more detail, we can give sounder advice one-stop financial service that few other banks can 

and more constructive help on doing business in match — in the Pacific Basin, or elsewhere. 

them. Find out more about the Standard Chartered 
Because we've got a stronger branch network, difference at any of our 1900 branches in more than 

with more than 250 offices in the area, (including 60 countries. It could make all the difference to you. 


Standard % Chartered 
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Direct banking, worldwide 


Standard Chartered Bank PLC Head Office: 10 Clements Lane, London EC4N 7AB 
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Fujitsu Computer system 
brought daddy home 
to Setsuko 


Setsuko Nomura is the most 
precious possession of her father 
Tetsuo, a young office worker in 
the shipping division of the mam- 
moth (over 23,000 tons/day output) 
Chiba Works of Kawasaki Steel. 
And he is her precious possession 
too. 

There was a time when 
Setsuko seldom ever saw her 
father, because he had to work 
many of his evenings — and mid- 
nights too — to keep up with the 
24-hour pace his factory had to 
maintain to guarantee the quality 
of its products. But one day Fujitsu 
stepped in, and brought Setsuko’s 
daddy home. 


‘Optical-Communicating 
Computer’ 


Fujitsu accomplished that 
miracle by installing a large- 
scale factory automation system 
at the Chiba Works to automate 
such tasks as inventory control, 
quality control, and billing and 
shipping control. It was no ordi- 
nary system, but a futuristic ‘opti- 
cal-communicating computer’ 
system incorporating three very 
large-scale computers and hun- 


FUJITSU 


Fujitsu Limited-Tokyo, Japan 


dreds of terminals, linked together— 
over an area the size of a small 
city — in an optical fiber local area 
network. The system tied into the 
Works’ existing computerized 
manufacturing control system and 
so utterly streamlined operations 
that it almost totally eliminated tons 
of tedious paperwork, days of in- 
ventory/order delay, and night shifts 





Continuous casting mill at the huge 
Chiba Works of Kawasaki Steel. 
Kawasaki boasts a highly auto- 
mated plant, with most processes 
computerized. Its recent installa- 
tion of a totally integrated Fujitsu 
computer system brought most of 
its clerical tasks on-line. 





in the shipping department. For 

the first time Setsuko’s father could 
go home before dark every night. 
He is a man who, understandably 
enough, thinks very highly of Fujitsu. 


Who is Fujitsu? 


Fujitsu is Japan’s number one 
computer maker. It makes every- 
thing from one-chip micro-com- 
puters to extremely large-scale 
systems. Fujitsu is also one of the 
world’s leading makers of telecom- 
munications systems and equip- 
ment, with projects completed in 
dozens of countries. 

Because of its unique dual 
computer-communications exper- 
tise, Fujitsu is ideally positioned to 
play a major role in the information 
revolution that is now gaining force 
in the world. It will be helping to 
put a computer on your desk, and 
to tie your telephone into a mind- 
expanding network of information 
services. It will be helping to lift you 
beyond the age of the computer 
to the era of the communicating 
computer — to remarkable systems 
that can do miraculous things. 

Like bring a young father home to 
his little girl. 


Japan’s number one computer maker. 
And a world leader in telecommunications technology. 








PEOPLE ARE TO IRELAND 
AS CHAMPAGNE IS TO FRANCE. 





The Irish. — d 
Europe's youngest and fastest-growing population. Educated, talented, 
flexible, innovative. 

Ireland. 

A member of the European Common Market. Noted for its favorable 
government attitudes towards business. The most profitable industrial 
location in Europe for U.S. manufacturers. 


Ireland. Home of the Irish. The young Europeans. 


IDA ireland & 


INDUSTRIAL DEVELOPMENT AUTHORITY 


The Irish government's industrial development agency has offices in DUBLIN (Head Office), ’ 
Tel:(01) 686633, LONDON (01) 629 5941, TOKYO (03) 262 7691, HONG KONG (5) 939637, i 
SYDNEY (02) 233 5999, Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 


i J FPR 4 
Copenhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, ' ý ý 
o nN z nan pas icago, Houston, Los Angeles, Cleveland, San Francisco, ‘WE RE THE YOUNG EUROPEANS’ 


Shamir and Peres reach for the centre 





Underdog bites back in Israel 


FROM OUR ISRAEL CORRESPONDENT 


He looks like a loser, but he may not be. 
Israel’s prime minister, Mr Yitzhak Sha- 
mir, ought to be throwing up his hands 
about his chances in July’s election. The 
opinion polls put the government miles 
behind the opposition Labour party. Isra- 
el’s army is stuck in south Lebanon. 
ices are rising at a current rate of nearly 
% a year. And now the West Bank 
settlers, whose super-Zionism has been 
winked at if not encouraged by the ruling 
Likud coalition, have been tarred with 
the brush of terrorism. 

Yet Mr Shamir, unabashed supporter 
sof the settlement movement, seems to 
have turned the arrest of 25 Israeli would- 
Ibe bombers to his own advantage. The 
eapture of the terrorists, who were sus- 

cted of planting bombs in Arab buses in 
Werusalem, provided a neat opportunity 
or him to distance himself from right- 
wing extremism and to pose as a champi- 

om of law against the violent, vigilante 
ringe of settlerdom. In the usual election 
‘ompetition to command the middle 
round, he has thus stolen a large march 
on his Labour rival, Mr Shimon Peres. 

Mr Shamir has also used the affair to 

_ urn the tables on his chief rival within the 
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Likud, Mr Ariel Sharon. Hero of the 
settlers, Mr Sharon, who was forced to 
resign from the defence ministry after the 
invasion of Lebanon, had recently 
seemed to be making a comeback. On 
April 12th, the central committee of 
Herut, the main party in the coalition, 
gave him 42 votes for the party leadership 
against 56 for Mr Shamir. But three 
weeks later, after the terrorist round-up, 
the prime minister managed to-draw up a 
candidates’ list for the election containing 
only a single Sharon supporter. 

A challenge from the former army 
chief-of-staff, Mr Rafael Eitan, has also 
been deflected. Mr Eitan, having taken 
over the ultra-nationalist Revival party, a 
part of the government coalition, was set 
to compete with Mr Sharon for the votes 
of the 300,000 under-21-year-olds, the 
“Lebanon war generation”. But he, like 
Mr Sharon, is identified with the do-or- 
die settler cause and may now be regret- 
ting it. In addition, Herut has consolidat- 
ed its partnership with its main ally, the 
Liberals, and the two parties may even 
merge. 

All this puts Mr Shamir in a much 
better position from which to woo the 


third of the electorate who are still don’t- 
knows. It has unsettled Mr Peres who is 
finding it hard to match Mr Shamir’s leap 
for the centre. Not a few voters think the 
Labour leader is too beholden to the left 
wing of his party, which is regarded as 


soft on the Palestinian issue and on na- _ 


tional security in general. It does not help 
him when Jordanians and Egyptians hint 
that they would like a Labour win. 

So Mr Peres has to try to look tough. 


While Mr Shamir was cracking down on ~ 


right-wing terrorism, the Labour leader 
was declaring that he would never uproot 
the West Bank settlements. He has even 
pledged Labour to put the Jordan valley 
area under formal Israeli sovereignty. At 
the start of the election campaign Labour 
congratulated itself that a dogfight for the 
leadership among its big three—Mr 
Peres, Mr Yitzhak Rabin (a former prime 
minister) and ex-President Navon—had 
been avoided. Mr Peres’s comments on 
West Bank settlement and Israeli sover- 
eignty could now set off a row within the 
party. 

His promises are unlikely to win over 
the hardline nationalist vote. And they 
could lose Labour votes on the left and 
among Israeli Arabs. In the 1981 election, 
out of 281,000 Arab voters, 48,000 voted 
Labour—four useful seats’ worth in the 
120-member Knesset. The largest block of 
Arab votes went to the Communist party. 
Today many one-time Communist sup- 
porters feel resentful that the Russians 
have been fair-weather friends to the 
Palestinian leader, Mr Yasser Arafat, and 
are looking elsewhere—but not to Labour. 

No Israeli party has ever won an out- 
right majority in the Knesset. That is why 
mini-parties tend to become power-bro- 
kers. The most striking newcomer this 
time is the Yahad (Together) party of Mr 
Ezer Weizman, the ebullient former de- 
fence minister, which may win three or 
four seats. Mr Weizman says he could go 
into coalition with either Labour or Li- 
kud. The religious camp is so fragmented 
that its four or five splinters look like 
winning only seven or eight seats—but 
could still hold the balance of power. 

The one issue where Labour is scoring 
heavily is the economy, which most voters 
reckon has been gravely mishandled by 
Likud. Practically everywhere else, Mr 
Peres has headaches. The opinion polls 
put Labour 15 seats ahead of Likud, but 
with two and a half months to go the 
contest is wide open. 




















t 


- Libya 


Foiled again 
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Sorrows come not single spies 





The more Colonel Qaddafi’s hitmen and 
diplomats let off revolutionary steam and 
bullets at dissidents abroad, the more 
tension rises at home. On May 8th troops 
loyal to the “Great Guide” put down 
what could have been either an assassina- 
tion bid or a would-be insurrection near 
the barracks where Colonel Qaddafi 
lives, three miles from the centre of the 
capital, Tripoli; the firing lasted five 
hours. Colonel Qaddafi does not appear 
to be on the brink of falling, but he is 
more unpopular and more vulnerable 
than ever before in his 15-year reign. 

In the past six months there has been a 
series of acts of arson and sabotage 
against the government. On March 25th, 
a large ammunition depot in Benghazi 
was blown up. According to some re- 
ports, as many as 200 people may have 
been killed. The same month, assassins 
are reported to have nearly killed Mr 
Ahmed Qadafadam, a cousin of the Liby- 
an leader and now regarded as his most 
powerful aide. Last month arsonists set 
fire to the university auditorium and one 
of the new state-owned supermarkets in 
Tripoli. One of the half-dozen under- 
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ground opposition groups, the National 
Salvation Front, claims to have launched 
a guerrilla attack early in May, 40 miles 
south-west of Tripoli. 

Colonel Qaddafi’s countermeasures 
have become increasingly harsh. About 
50,000 Libyan exiles live abroad. The 
colonel is frank about his intention to 
“liquidate” their leaders; his men have 
killed at least a score of them since 1980. 
Dissenting students have been publicly 
hanged over the past year in Benghazi 
and Tripoli, two of them on April 16th, 
the day before the Libyan “people’s bu- 
reau” in London opened fire on a crowd 
of anti-Qaddafi Libyan demonstrators, 
wounding 11 of them and killing a British 
policewoman. 

It is only in the past few years that 
hostility to the Libyan leader inside his 
own country has become a serious prob- 
lem for him. His zealotry, often portrayed 
as comic or frightening abroad, once 
struck a chord with many of Libya’s 3m 
people, especially the poor. He has 
poured billions of dollars into housing, 
health services, education and agricultur- 
al development. He is not corrupt. 

But since 1980 Libya’s oil revenue, 
which provides almost all the country’s 
income, has been halved. Shops often run 
out of consumer goods. Some civil ser- 
vants have had their pay cut. Revolution- 
ary ardour has cooled. However, the 
colonel’s lavish spending on weapons 
continues. 

His grandiose foreign policy has largely 
failed. Two years ago, he failed to secure 
the chairmanship of the Organisation of 
African Unity because most Africans 
think he is a troublemaker, if not mad. 
His plan to plant a client regime in Chad 
is not working, because France moved in 
to block him. In the Middle East moder- 
ate Arab states are lining up against him. 
Even the Russians, who sell him most of 
his arms, are baffled by him. 

Who runs Libya? According to Colonel 
Qaddafiit is the revolutionary committees. 
These often consist of the young and ill- 
educated, whose contribution to govern- 
ment is to prod and nag the professional 
bureaucrats. Likewise, the people’s mili- 
tia, to which all men, and most women, 
between 16 and 54 have to belong, is 
threatening to undermine the army. 

In theory, Colonel Qaddafi wants a 
militarised society of zealots, a “people 
under arms”, as a new law puts it. The 
army itself is supposed gradually to “with- 
er away”. The Green March, the ranting 
ideological journal of the revolutionary 
committees, attacks the army, especially 
the officers, who are accused of being 
corrupt, treacherous and fascist. Very 
hurtful for the morale of Libya’s 90,000 
soldiers. Libya’s remaining professional 
diplomats are increasingly frustrated by 





having to work under the direction of the 
committees that now run all Libya’s “‘peo- 
ple’s bureaus”, once known as embassies. 

The army brought Colonel Qaddafi to 
power, and he still needs it. He may be 
able to cope with the enmity of students 
and the middle class, most of whom are 
too cowed to stand up to him. But reports 
of dissent within the armed forces are 
multiplying. Last week’s would-be coup, 
or whatever it was, may have been put 
down. It is unlikely to be the last. 


Gulf war 


What happened to 
that offensive? 





Iraq has shifted its main effort in the war 
against Iran to the economic front. By 
attacking ships in the Gulf, it hopes to 
dissuade other countries from using Iran; 
main oil terminal at Kharg Island. 
May 7th, the Iraqis damaged a tanke1 
near Kharg Island, probably with an 
Exocet missile. They have hit three ships 
in the past two weeks. After the latesi 
attack, Lloyd’s underwriters raised the 
insurance premium on ships passing 
through the war zone from 1.5% to 2% é 
week. There’s the rub: two of the at 
tacked ships have been Saudi-registered 
and the Saudis, Iraq’s principal paymas: 
ters, are not pleased. 

Meantime, Iraq and everybody else ar¢ 
still waiting for the “massive new Iraniar 
offensive” that has been threatened fo) 
the past two months. The preparation: 
seem to be in place. Satellite photograph; 
show about 500,000 Iranian troops—th« 
biggest concentration yet seen in the 
war—assembled at the southern end o 
the Iran-Iraq border. Iran’s leaders con 
tinue to make sporadic references to thi 
final push that will fell the Iraqi regi 
Yet such talk has been going on sind 
March. So what 
offensive? 

March would have been the best monti 
for the Iranian attack. The winter flood 
had subsided, and the marshes were rela 
tively dry. The Iranians held back, i 
seems, because of a dispute between thi 
regular army and the revolutionar 
guards. The revolutionary guards, wh 
usually get their way, were in favour of 
new attack. The regular army’s com 
manders argued that, since the Iraqis ha: 
repulsed the previous offensive wit 
heavy casualties in late February an 
early March, it would be a mistake t 
have another go in the marshes. Bette 
for troops to be redeployed for an offen 
sive on either the central or the norther 
sector. 

While this debate went on, the Irac 


happened to th 
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army was improving its defences. The 
marshlands were a weak link, lying be- 
tween the areas defended by the third and 
fourth corps. A new corps, called the East 
of the Tigris Force, was formed under the 
command of the competent General Hi- 
sham Fakhri, who also runs the fourth 
corps. The Iraqi defences in the marsh- 
lands may now be up to the standard. of 
those in the rest of the southern sector. 
Since the beginning of April, melting 
snow in the north of Iraq has filled the 
Tigris and caused heavy flooding in the 
marshlands on the Iraqi side of the border 
in the south. This makes it harder for the 
Iraqis to bring up supplies. It is also likely 
to bog down any Iranian advance. As the 
weather gets hotter, the water level will 
fall. By the end of May, it should be fairly 
easy again for the Iranians to cross the 
marshes. But a few weeks later, when the 
marshes dry out altogether, the Iraqis, 
who have more tanks, will be able to use 


5 PLO 
Is Arafat about to 
shed the heavies? 


(FROM OUR LEVANT CORRESPONDENT 





Mr Yasser Arafats diplomatic elbow- 
room has long been cramped by a seem- 
ingly obsessive desire to maintain consen- 
šus-at-all-costs within the scattered and 
squabbling Palestinian movement. Now, 
sack from a morale-building trip to Pe- 
‘ing, he is poised to shed his militants 
once and for all. 

Ever since he and the battered loyalists 
of his own Fatah faction—the largest of 
the eight groups that make up the Pales- 
line Liberation Organisation—sailed out 
pf the Syrian-besieged Lebanese port of 

įpoli last December, Mr Arafat has 

n striving for reconciliation with his 
#ssorted rivals. He accepts that a rap- 
prochement with the Syrian-backed PLO 
Ibels who tried to overwhelm him in 
“ripoli last year is at present impossible. 
But he has been trying to come to terms 
“ith Mr George Habash’s Popular Front 
Wmd Mr Naif Hawatmeh’s Democratic 
tont, the PLO’s two main leftist groups. 
‘hey stayed neutral during the Tripoli 
fattle, but turned against Mr Arafat 
(terwards. 

In March and April, reconciliation at- 
»mpts in Aden and Algiers failed be- 
Ruse the two lots of left-wingers refused 
\» forgive Mr Arafat for going to visit 

ypt’s President Mubarak after escaping 
Ee Tripoli. They also object to. Mr 

rafat’s talks with King Hussein of Jor- 
jan about a possible joint approach to 
jwael. Mr Arafat and the two groups say 
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they will make a last-ditch attempt to 
make up in Algiers on May 16th. If that 
fails as well, Mr Arafat is expected to call 
a meeting of the Palestine National Coun- 
cil, the nearest thing to a PLO parlia- 
ment, where there would have to be a 
showdown with the hardliners. 

The PNC consists of about 300 Pales- 
tinians from the diaspora and 180 from 
the Israeli-occupied West Bank and 
Gaza. Mr Arafat is eager for the West 
Bank contingent to attend, because most 
of its members support his line on moder- 
ation towards Israel and co-operation 
with Jordan. His opponents can probably 
muster about 100 PNC members, though 
they represent a much smaller fraction of 
Palestinian opinion than that figure im- 
plies. But if they were to stay away, or if 
the Israelis were to prevent the West 
Bankers from attending, the PNC might 
lack the two-thirds quorum it needs to 
take big decisions—such as agreeing to 
negotiate with King Hussein. 

Mr Arafat might be able to circumvent 
that problem by summoning a congress of 
5,000 Palestinians from the diaspora to 
Algiers at the same time as the PNC 
meeting. This congress, picked largely 
from the middle class scattered across the 
Middle East, especially in the oil-rich 
states and Jordan, could then elect a 
batch of pro-Arafat people to bring the 
PNC membership up to strength. It has 
also been suggested that the 180 West 
Bank and Gaza members could somehow 
express their pro-Arafat views to the PNC 
without leaving home. 

For years, Mr Arafat’s freedom of 
action has been limited by his insistence 
on Palestinian unity. After the siege of 
Tripoli, it was said that he would at last 
conclude that unanimity was no longer 
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either possible or desirable. Yet he went 
on seeking compromise. If he were to cut 
free of the militants now, it would proba- 
bly be good for him and good for most 
Palestinians. Has he the courage? 


Egypt 
Desert dreams 


FROM OUR EGYPT CORRESPONDENT 


The country which was the granary of the 
Roman empire and only 10 years ago was 


feeding itself now imports half its food. In _ 
the Nile valley the density of population is — 


among the highest in the world. Every 10 
months Egypt gains another million peo- 


ple: 46m could become 70m by the endof _ 


the century. 

Politicians looking for a panacea talk 
about reclaiming the desert. Expand into 
the 96% of Egypt that is desert, so they 
say, and the extra millions of people on 
the way will be a resource, not a burden. 
Egyptian newspapers have, at times, 
talked enthusiastically about 6m acres 
waiting to be reclaimed in the western 
desert—which would double the size of 
Egypt’s arable land. 

Alas, such optimism is a pipedream. 
Reclamation in the nineteenth and early 


twentieth centuries made sense because 


the areas being reclaimed were of clay, 
low-lying and close to the Nile. Most of 
the desert planned for development today 
is above the level of the Nile and sandy. 
Successful reclamation needs high invest- 
ment, good management and sophisticat- 
ed farming techniques, none of which is 
easily available in Egypt. Even on the 
first generations of reclaimed land, luxury 
crops need to be grown to fetch the prices 
to pay for the cost of pumping up irriga- 
tion water from the Nile. 


The experience of the past 20 years . 


shows how easily reclamation can go 
wrong. Nasser set out to reclaim 1m 
acres, using the Nile water provided by 
building the Aswan dam. So he did, on 
paper, but by the 1970s, 40% of the 
reclaimed land had gone back to desert. 
Only 200,000 acres were being farmed at 
a profit. The new lands grow only 5% of 
the country’s agricultural produce. 

Partly things went wrong because so- 
cialist-style state farms ran more than half 
the reclaimed areas as models of ineffi- 
ciency. Technical knowledge was also 
lacking. The wrong crops were grown. 
Salinity overtook badly-drained areas. 
The farming methods of the Nile delta 
were unsuccessfully transposed by peas- 
ant smallholders to sandy soils. “‘Tradi- 
tional” reclamation techniques, which in- 
volved shovelling delta topsoil on to 
levelled desert, proved inappropriate for 
high, sandy soils. 
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It won’t work here, folks 


Anwar Sadat, inspired always by the 
American dream, encouraged Arizona 


Farmers to set up a joint venture in 1980 


with Egypt’s giant construction company, 
Osman Ahmed Osman, to bring high- 
tech agriculture to the Egyptian desert at 
Salhia, near Ismailia. (In return, Arizo- 
na’s parent company, PepsiCo, got a lu- 
crative licence to operate locally.) 

Within 18 months, Arizona Farmers, 
unable to see a profit at the end of the 
project, had pulled out its expertise and 
half its capital. Osman Ahmed Osman 
went on alone to colonise the desert with 
roads, pumping stations, a new city and 
irrigation systems. The company says it 
has planted crops on 50,000 acres of the 
showcase project, although independent 
observers say the figure is closer to 
17,000. Salhia does not, however, point 
the way to a bright future for Egyptian 
land reclamation. The cost of the pro- 
ject—mostly borne by the government— 
works out at nearly $9,000 an acre. 

Mr Mubarak’s government is cutting a 
few losses by allowing private developers 
to step into Nasser’s failed schemes. 
Chunks of abandoned land on the west- 
ern edge of the Nile delta are being sold 
off to companies which see a possible 
profit in growing high-cash crops for 
export. With prime delta land costing up 
to $22,000 an acre, reclaimed land at 
$3,500 comes as a bargain. Like Sadat, 
Mr Mubarak is also encouraging gradu- 
ates in agriculture to go forth and culti- 
vate desert plots. 

The government is still mainly interest- 
ed in big schemes, although money is 
hard to find. Aid agencies, which pour 
millions into many other areas of devel- 
opment, are reluctant to move into risky 
reclamation. America’s Agency for Inter- 
national Development, in particular, up- 
sets Egyptian officials by insisting that 
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reclamation is uneconomic, and that the 
money would be better spent increasing 
crop yields in existing land. According to 
American estimates, yields of many crops 
could be increased by 50-400%. But rec- 
lamation policy is motivated less by rea- 
son than by the need of the Egyptian 
government to be seen to be doing some- 
thing about the population problem by 
providing more space. 

Unfortunately, the most that Egypt can 
reasonably hope to reclaim by the end of 
the century is around 1m acres. This 
would be enough to settle 500,000 fam- 
ilies and feed 2m extra mouths a year, but 
will not be much help in sustaining the 
expected extra 20 or 50 million on top of 
that. Even more depressing is the fact, 
admitted by Egyptian officials, that the 
acreage of land reclaimed is more than 
matched by the amount of prime quality 
farming land lost every year to the growth 
of cities, towns and villages. 


Chile 
Not so austere 


FROM OUR CHILE CORRESPONDENT 





Opponents of General Augusto Pino- 
chet’s regime in Chile think they have 
uncovered a scandal which could prove 
the general’s undoing. He is already rat- 
tled enough to have asked his most senior 
military colleagues, on May 7th and 8th, 
to declare their loyalty. 

In March, a news magazine was 
stopped from publishing an apparently 
well-documented allegation that land 
bought by the government for road con- 
struction outside Santiago, surrounding a 
plot owned by General Pinochet, was sold 
on the president’s orders to his secretary 
at a knock-down price. The secretary was 





- said then to have sold it to the general. 


Photocopies of the unpublished article 
have been circulated in Santiago. 

General Pinochet may have hurt him- 
self by suggesting in March that, as an 
austere man, he had spent only 240,000 
pesos (about $3,000) on land for his 
private home. Critics claim that the house 
itself may have cost about $1m, while 
roads built near it, to ensure that the 
general has an easy ride home, may have 
added another $3m. They would like to 
know where the $1m came from. In the 
same month, a former Christian Demo- 
cratic senator, Mr Jorge Lavandero, was 
dragged from his car and beaten senseless 
by unidentified men who stole some doc- 
uments which he had obtained about the 
land deal. 

On May 4th, 24 opposition figures 
petitioned the supreme court to investi- 
gate the affair for possible fraud by the 
president and for conflict of interest by 
the secretary. The government denied 
allegations. Inevitably, though, the m 
ter has generated an atmosphere of un- 
ease. Military support for General Pino- 
chet may weaken if his fellow generals 
conclude that he would damage the pres- 
tige of the army by remaining in office. 
He is a survivor. There was an outcry last 
year over the construction of a presiden- 
tial residence said to have cost $18m, and 
lesser scandals over his daughter and a 
son-in-law. These did not touch him di- 
rectly. This time, however, the genera! 
seems more worried. 


Latin America 


Blossoms inacold 
climate 





Like a flower out of season, democracy i 
blooming in Latin America at a time 
rising social unrest, deep recession a 
unpayable debts. Panama and Ecuado 
held presidential elections on May 6th 
the same day as the more attention 
getting poll in El Salvador (see page 17) 
an election for a constituent assembly i 
Guatemala is scheduled for July; elec 
tions in Uruguay and Nicaragua are du 
in November; and Brazil is in the midst c 
a national debate over when to restor 
direct presidential elections. 

Panama’s first election in 16 years wa 
beginning to look shaky three days afte 
the voting, when no results had bee 
announced. Fighting had erupted on th 
streets, and at least one person had beel 
killed. The election was a head-on conte 
between the well-financed governmes 
candidate, Mr Nicolas Ardito Barletta, 
former vice-president of the World Ban} 
and the main opposition leader, Dr A, 
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If you are living abroad or are planning to 
do so, Hill Samuel Investment Management 
International can provide you with a 
comprehensive range of financial services 
which include: 

%* BANKING: Deposit accounts in most 
major Currencies; interest is paid gross without 
tax deduction. 

* INVESTMENT MANAGEMENT: For those 
who wish to have an individually managed 
portfolio (min. £50,000/US$80,000). 


Comprehensive 
Financial Services 


For Expatriates. 





























management Service is available (minimum 
£15,000/USS$2 5,000). 

Æ SAVINGS PLANS: A Flexible Savings Plan for ` 
regular income saving to build up capital. 

%* TRUSTEE AND SECRETARIAL SERVICES: 
Administration of Trusts and Companies to 
aid the mitigation of tax. 

Hill Samuel Investment Management 
International, is the overseas investment arm 
of the Hill Samuel Group which is a major 
financial institution based in London with 
investments under advice and management 
of over £6,000 million. 








Pleasesend to:~ D. H. Humpleby, Director, Hill Samuel 
Investment Management International, 7 Bond Street, 
St. Helier, Jersey, Channel Islands. Telephone:05 34 73244. 
Telex: 4192167. Please tick the boxes for those services 

[1 Investment Management | | Trustee & Secretarial 

ce [Savings Plans. 


[ which interest you. [| Banking ||) Offshore Funds 
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From the Chairman’s Statement 


A day or two before the Annual General Meetin 
celebrate my 76th birthday and | shall be relinquis ing the 
Chairmanship at the end of the Meeting on 8th June. 
Although | am not conscious of any diminution in my 
“capacity for work, | think this is an appropriate time fora 
“change. And.| am reinforced in this view by the availability of 
the present Managing Director, Mr. Maurice Jenkins, to suc- 
ceed me as Chairman. He has served the Company for over 
21 years, and probably-knows more about the cement indus- 
try and its problems than any living man. 
Despite its problems, 1983 in the end turned out to be a year 
in which, however modestly, your Company once. again 
improved on the results of the preceding year. This was in all 
the circumstances a truly remarkable achievement, par 
ticularly for the U.K. Cement Group. For in the face of the fact 
that there had been no increase in the price we charge in the 
United Kingdom for our cement since 1st January, 1982, 
and. only a small increase in the overall size of the market for 
cement this could only have been achieved by a substantial 
improvement in efficiency and competitiveness. 


| shail 


From the Directors’ Report 


‘Cement(United Kingdom) 

The tonnage sold during the year was just over 4% higher 
than in 1982, an outcome materially influenced by the 
marked improvement in the number of housing starts in the 


Another year of improved results : 





It is also to be remembered that our activities overseas are 
becoming increasingly important to our Group. As well as 
our continuing consultancy work we now have in addition to 
our substantial Australian interests, an interest in three 
American cement-making companies all of which will of 
course benefit from the recoveries in their respective coun- 
iries and bring with them the advantages of geographical 
diversification. ; y 

Once again our greatasset.has been loyalty, reliability and 5: 
hard work of those who work for the Group at all levels. We 
are still one of the very few major companies in this country 
in which the overwhelming majority of our U.K. employees 
are also shareholders. My final word is one of sincere 
gratitude. To all my colleagues on the Board, to Manage- 
ment, to Sales Staff, to those at the Works and Transport, and 
to all who work for the Group at home and overseas | send 


my grateful thanks. 
Gi - (GAT 


industry. Itis expected that this sector improvement will con- — 
tinue in 1984. Sales of quicklime were well maintained 
throughout the year with total demand in excess of 1982's 
tonnage, reflecting a general improvement in the alumina 
and gold mining industries. A further increase in the demand 
tor lime is expected during the current year. 








private sector, the highest for ten 

years. Apart from private housing, ca aad 
À (ee urnover 

construction activities continued at 




















: United Kingdom 
a low level. Although imports took Overseas 
only some 1% of the market in Great 
Britain, the situation is closely Trading profit 
watched. United Kingdom 
Overseas 


There were modest improvements in 
output and efficiency in production. 
Further increases in operational 
efficiency are expected in 1984 and 
< 7985 in terms of kiln fuel, electricity, 
` repair costs and particularly in the 
more effective use of manpower. 

The building of industrial/ 
warehousing units on the surplus 


Related companies 
taxation 

Taxation 

Protit after taxation 


Earnings per share 
Total Dividend per share 





Net interes! and investment income 


Profit on ordinary activities before 










41983 Towards the end of 1983 agreement 
£°000 was reached with the Western Austra- 
138,587 135.521 tian State Government forresidential 
29,406 30.186 | use of surplus land overlooking 















167,993 165707 | Cockburn Sound, Due A ma in 
EEP i obtaining the release of titles no 
16,864 16693 | sales were made during 1983. 
32.053 22554 | HOwever since the end of the year 
435 373 | nearly all the 80 lots in the first stag 
992 286 | havebeensold. 





Hotel(Australia) 
A year of good growth; the prospects 
for 1984 indicate a more modest - 
performance. 

Related companies (U.S.A.) 

in June a one-third. share in RC- 
Cement Co, Inc. was acquired. 
















art of the old Lewes Works site has 
een completed since the end of the year. Some of the units 
are now occupied by tenants. 


Reinforcement and associated products 

With markets very depressed a comprehensive review of the 
business was undertaken and a programme of redundan- 
cies was implemented amongst factory and_ office 
employees. Operating costs have been significantly 
“reduced and the trading position should improve substan 
tially in 1984, 

During the year Rom River Plasclip Limited disposed of its 
interest in Langstone Plastics Limited, a manufacturer of 
reprocessed thermoplastic compounds. 


‘Cementand lime (Australia) 

The market for cement in Western Australia remained 

seriously depressed for most of the year until the last quarter, 
“when there was an encouraging upturn in the housing 





Through a wholly-owned subsidiary, River Cement Com- 
pany, it operates a 1.15 million tons cement plant at Selma, 
Missouri close to St. Louis; and a grinding plant at Orange, 
exas. 
The total demand for cement in the U.S.A. in 1983 showed a 
general, if somewhat patchy, upturn in which the three 
related companies participated. with . increased sales. 
However, competition remained extremely keen and cement 
prices generally failed to respond to the improvement in 
consumption. Further increase in demand and some 
improvement in cement prices are looked for in 1984. 
The salient figures are an abridged version of the Company's 
accounts which received an unqualified auditors’ report and 
will be filed with the Registrar of Companies. 
Copies of the Report and Accounts containing the, full 
speech by the Chairman canbe obtained from the ecretary, 
The Rugby Portland Cement P. LO. Grown House, Rugby. 
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Panama’s ballots are in but the fight goes on 


nulfo Arias, a fluent 83-year-old populist 
who has three times been elected presi- 
dent and three times been ousted in 
military coups. 

At midweek both men were claiming 
victory by narrow margins of 10,000- 
20,000 votes out of about 700,000. The 
ainpredictable Dr Arias’s swell of support 
‘ame from voters who were fed up with 
‘ecession and rising unemployment, 
vanted a change of government and knew 
Mr Arias would end the dominant role of 
he armed forces—if he is allowed to take 
ower and keep it. 

The surprise winner in Ecuador’s run- 
ff election is a self-made millionaire and 
ormer president of Guayaquil’s chamber 
if industry, Mr Leon Febres Cordero, 
vho, like Dr Arias, is a fiery stump 

aker with a touch of the caudillo about 

. The conservative Mr Febres defeat- 
d his social democratic opponent, Mr 
\odrigo Borja, by a margin of 52% to 
8%. He won votes with personal attacks 
n Mr Borja, denunciations of the outgo- 
1g government’s unpopular economic 
olicies and promises to pull Ecuador out 
f recession by helping private enterprise. 
le has pledged to cut the public sector, 
ash tariffs, promote investment and end 
ind reform. 

Like Panama, Ecuador has a long his- 
ry of military rule. When Mr Febres 
ikes over on August 10th, it will be the 
tst transfer of power from one elected 
vilian government to another in more 
ian two decades. 

Guatemala’s military head of state has 

vited international observers to what he 

‘omises will be a free election for a 
mstituent assembly on July 1st. Guate- 
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malan democracy, like that in Sandinist 
Nicaragua, merits only one cheer: politi- 
cal violence is so widespread that the 
election is likely to be won by a fiercely 
anti-communist group, the National Rev- 
olutionary Movement, which calls itself 
“the party of organised violence”. 

This trend towards varying degrees of 
democracy in Latin America has left an 
odd quintet of dictators clinging to their 
old ways: General Alfredo Stroessner of 
Paraguay (in power since 1954); Presi- 
dent Jean-Claude Duvalier of Haiti 
(whose family has held power since 1957); 
President Fidel Castro of Cuba (1959); 
General Augusto Pinochet of. Chile 
(1973); and Colonel Desi Bouterse of 
Surinam (1980). This week it was General 
Pinochet who looked the least secure. 


India 
Presidents Gandhi? 


FROM OUR INDIA CORRESPONDENT 





Mrs Gandhi's Congress party is ‘once 
again talking up a presidential system for 
India. The finance minister has called for 
a public debate about the merits of going 
presidential. The party’s legal office is 
urging that the constitution be amended 
to ensure, among other good things, “a 
more responsible and constructive role 
for the opposition”. Since Mrs Gandhi’s 
idea of a constructive opposition is one 
that does not oppose, the hackles of other 
parties are rising. They fear that even a 
debate on the issue could be used as an 
excuse to postpone the parliamentary 
election due by next January. 


= ae 


INTERNATIONAL 


Amending India’s constitution requires 
a two-thirds majority in both houses of 
parliament. Mrs Gandhi’s own party does 
not have enough votes in the Raj Sabha, 
the upper house. But since the upper 
house:election in March she has had the 
option of securing the necessary two 
thirds. by allying with the regional party 
running the state of Tamil Nadu. Some 
Opposition parties think it significant that 
the presidential idea has been revived 
only. weeks after. the upper-house 
election. 

According to a landmark ruling by 
India’s supreme court, the basic structure 
of the constitution cannot be amended by 
parliament; a separate constituent assem- 
bly would have to be formed for this 
purpose. During the 1975-77 “emergen- 
cy”, when the presidential idea was first 
canvassed, there was no shortage of Con- 
gress party men urging such a plan. The 
same sort of Gandhi loyalist is urging it 
today, on the assumption that a presiden- 
tial election would be easier to win. 

Many people fear that a presidential 
system would lead to excessive centralisa- 
tion of authority. But if state governors 
were also directly elected on the Ameri- 
can pattern, this would constrain a Mrs 
Gandhi from picking up and throwing out 
governors at will, as she does today. 
Governors would also be better placed to 
concentrate on governing, instead of 
warding off attempts to topple them. This 
would lead to stronger states. But the 
Opposition is far from convinced that this 
is Mrs Gandhi’s objective. Nobody: dis- 
putes the desirability of stable tenure. 
Dynastic family rule is something else. 


Taiwan 


When the Chiangs 
run out 


FROM OUR SPECIAL CORRESPONDENT 





TAIPEI 


President Reagan’s measured rhetoric in 
Peking at the end of last month reassured 
the Chinese Nationalists on Taiwan that 
their old friend in the White House would 
not throw them to the communist wolves. 
More time has been bought for this Chi- 
nese island that is not a country though it 
acts like one, and prospers. Even so, time 
is on the mind of its ruler, President 
Chiang Chingkuo. 

The 73-year-old Mr Chiang has one 
advantage over his exact contemporary, 
Mr Reagan. He has already secured a 
second (six-year) term and will be inaugu- 
rated on May 20th. But Mr Chiang has 
little of Mr Reagan’s well-publicised vig- 
our and is already worrying about his own 
succession. Within the next week he will 
have to choose a new prime minister to 
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replace 70-year-old Mr Sun Yunsuan, 
who has been incapacitated by a stroke 
and subsequent brain surgery. This deci- 
sion, which is his alone, will help deter- 
mine the shape of post-Chiang Taiwan. 
The president’s choice is hard: a fellow- 
oldie might not last long; a young blood 
would outrage Taiwan’s Nationalist old 
guard. 

When Mr Chiang’s father, Generalissi- 
mo and President Chiang Kaishek, died 
in 1975, the succession was in no doubt: 
the son had been running things for years 
as prime minister and he took over as 
president at the next electoral opportuni- 
ty, in 1978. Now there are no more 
Chiangs and no obvious candidates lim- 
bering to take over. So the president has 
to prepare a collective leadership which 
will keep the necessary balance between 
2m Chinese mainlanders and 16m ethnic 
Taiwanese, between soldiers and politi- 
cians and between the youngish and the 
old. 

The mainlander minority, heirs of the 
soldiers and bureaucrats who escaped to 
Taiwan with Chiang Kaishek in 1949, still 
calls the shots in this island province, 
which both Taipei and Peking say is part 
of China. But Chiang Junior has been 
edging ethnic Taiwanese into senior jobs 
in government and in Taiwan’s only par- 
ty, the Kuomintang. In the election last 
December for Taiwan’s legislative assem- 
bly, all but four of the Kuomintang win- 
ners were Taiwanese. This spring the 
central committee of the Kuomintang was 
expanded to admit three more Taiwan- 
ese, giving the majority community 12 out 
of 31 seats, compared with three out of 21 
a decade ago. Six out of 19 cabinet 
ministers are Taiwanese. 

Now the biggest prize of all is beckon- 
ing. The vice-presidency has long been a 
token job for a Taiwanese, but the presi- 
dent’s poor health suddenly makes it 
matter. Mr Chiang sprang a surprise in 
February when he picked an intellectual 
heavyweight and relative youngster, 61- 
year-old Mr Lee Tenghui, for the job. 
This makes it virtually certain that if Mr 
Chiang dies or retires before 1990, Mr 
Lee, who has served as Taiwan’s gover- 
nor, will become the island’s first ethnic 
Taiwanese president. 

The mainlanders who still dominate the 
Kuomintang dislike Mr Lee, whom they 
see as insufficiently committed to their 
anti-communist crusade. To appease 
them Mr Chiang will certainly give the 
prime ministership to a mainlander who 
will, because of the old guard’s support, 
become at least Mr Lee’s equal. The two 
front-runners for the job are 69-year-old 
Mr Tsiang Yiensi, the party secretary- 
general, and 70-year-old Mr Yu Kuohwa, 
governor of Taiwan’s central bank. Mr 
Tsiang, the favourite, has an impeccable 
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Nationalist background. Mr Yu is being 
pushed by the (government-controlled) 
press but he has no political experience, is 
too close for some people’s comfort to the 
Chiang family and is disliked by 
businessmen. 

If the president should choose to side- 
step the old guard, he will have to jump a 
generation. There are few qualified main- 
landers between 55 and 65. The next 
group down is’ better-educated, in the 
United States, and could bring in new 
ideas. Over our dead bodies, say the 
Nationalist veterans. Maybe. 


Hongkong 
Barbed border 


FROM OUR SPECIAL CORRESPONDENT MAN KAN TO 


Uncertainty about the future of Hong- 
kong has had no noticeable effect on the 
number of Chinese who attempt to walk, 
swim or sail their way from China to the 
crown colony. About 1,000 illegal immi- 
grants were caught in March—the biggest 
haul for 17 months—by the British army 
battalion that guards Hongkong’s land 
border with the People’s Republic, by the 
forces that patrol the surrounding waters 
and by the police. The four 900-man 
battalions of Gurkhas and one battalion 
of the Staffords, which take the fatiguing 
guard duty in six-week turns, cannot 
possibly watch every foot of the frontier. 
A combination of modern and not-so- 
modern technology has made the land 
crossing a much riskier business than it 
used to be. 

The first barrier is a 14-foot fence, 
topped by barbed wire, that stretches 
from coast to coast along the 22-mile 
northern border of Hongkong’s New Ter- 
ritories. About two years ago the fence 
was wired with sensors that not only send 
an alarm when touched, but also flash the 


And don’t come back 


exact location of the contact to one of the 
three company command centres. Expe- 
rienced operators can often detect the 
difference between, say, an animal nudg- 
ing the fence and a man trying to climb 
over it. 

The fence is backed up by another bit 
of modern technology: portable seismic 
detectors. These devices will pick up 
vibrations nearby, such as those caused 
by a man walking, and send them, by 
means of a built-in miniature radio trans- 
mitter, to a pocket-size receiver up to 
four kilometres away. The detectors can 
be stuck in the ground wherever a patrol 
wishes; one receiver can monitor up to 
eight of them. Since each detector uses a 
different frequency, the operator can im- 
mediately tell which one has a contact. 
Arrays of these detectors can be used 
near the fence if a breakthrough is expect- 
ed, or to ambush intruders who have got 
through and are moving to a hideout 
arranged by an enterprising peony 
smuggler. 

Most of the troops do not carry fire- 
arms. Although the Gurkhas always carry 
their traditional + boomerang-shaped 
knives, the kukris, they seldom have to 
use them. The main “weapon” of the 
border guards is a hardwood stick about 
the size of a broomstick which, when laid™ 
smartly across the lower legs, tends tow 
take the starch out of illegal immigrants») 
who do not stop when asked nicely to dow) 
so. Those who struggle are done up in amy 
“flexi-cuff”, a handcuff made of a plastic 
strap similar to a packing band, which is” 
tightened by a one-way slip-buckle. 

The intruder is then delivered to the" 
nearest detention centre, where he is 
questioned, warned and, within a few 
days, put back across the border to Chi- 
na. More than 3,300 Chinese have beenii 
involuntarily returned to China so far this) 
year. Some of the intrepid would-be es 
capers were on their tenth try. 
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Sanwa Bank is one of Japan’s 
leading banks, with more 
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Forgiveness for Kohl’s friends 
is ammunition for his foes 


It is often difficult to tell whether the 
amiable West German chancellor, Mr 
Helmut Kohl, is more generous to his 
friends or to his enemies. In a fit of 
forgiveness that could cause him severe 
political problems, his government has 
decided to introduce a bill granting an 
amnesty to more than 1,000 people facing 
:csecution for alleged evasion of federal 

ax payments on the contributions they 
have made to political parties. 

But for two awkward details, this dry- 
sounding bill might have been welcomed. 
Many people think that West Germany’s 
since reformed campaign finance laws, 
under which the prosecutions are being 
brought, were outdated and unfair. The 
bill could have been promptly passed by 
the Bundestag and quickly forgotten. In- 
stead, it has set off a furious row that re- 
exposes the strains in the governing coali- 
tion and leaves the opposition wondering 
why Mr Kohl should have given it so 
much free ammunition. 

The first embarrassment is that, of the 
leading businessmen and party treasurers 
facing prosecution who would benefit 
from the amnesty, all but one—a Social 
Democrat, now dead—either support or 
belong to one of the three parties in the 
overnment: the Christian Democratic 





|Help for Lambsdorff. . . 
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Union, the Christian Social Union and 
the Free Democratic party. This lopsid- 
edness might have mattered less if the 
beneficiaries were all anonymous party 
hacks. But there is the second 
embarrassment. 

The bill also looks uncomfortably like 
an effort to help Mr Kohl’s economics 
minister, Count Otto Lambsdorff. He 
faces prosecution on suspicion of taking 
bribes from the Flick company in the 
form of campaign contributions to his 
party, the Free Democrats. Spokesmen 
for the ruling coalition have denied that 
the bill is intended to help him. But while 
the amnesty would indeed be no protec- 
tion from Count Lambsdorff’s bribery 
prosecution, this is not the whole truth. 

The federal prosecutor in Bonn is also 
investigating, for possible collusion in tax 
evasion, Count Lambsdorff’s former 
work as a regional Free Democratic trea- 
surer. If that investigation leads to a 
prosecution, this could be more damaging 
for Count Lambsdorff than the bribery 
charge, which some lawyers think makes 
a thin case. Once the amnesty bill became 
law, the tax evasion investigation would 
presumably be suspended. 

In the opposition, the Green party, a 
small anti-nuclear and pro-environment 


from Kohl... 


group, which gets almost no money from 
business, is in a particularly good position 
to gloat. The Greens are threatening to 
take the matter to the constitutional 
court. One of their leading deputies, Mr 
Otto Schily, has spoken scathingly of “the 
300 thieves” and the “robbers of Bonn”. 
But the Social Democrats have also 
joined in the attack. And at a Christian 
Democratic meeting in Stuttgart on May 
9th, Mr Kohl was expecting to face criti- 
cism from members of his own party, 
upset by his government’s ineptness. The 
bill, which was hatched in secret and 
revealed on May 3rd, is unlikely to be 
passed before the Bundestag rises for the 
summer recess in late June or early July. 
Some Social Democrats are shouting 
louder than others. In 1981, the Social 
Democrats, then in power with the sup- 
port of the Free Democrats, themselves 
agreed to an amnesty. Being a small 
party, the Free Democrats have always 
depended on big donations from indus- 
try. But as campaign donations could not 
be set off against tax, the party is alleged 
to have resorted to an illegal, but widely 
used, dodge: tax-free foundations were 
set up to collect corporate donations and 
pass them on to local party treasuries. 
The Social Democrats had little direct 
interest in an amnesty. Their treasurers 
were less at risk. Their party has relied on 
membership contributions and direct 
union support. But it wanted to help the 
Free Democrats, and keep the coalition 
alive. The Social Democrats changed 
their mind, and rejected an amnesty, 
when the magazine Der Spiegel leaked 
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5 pee plan. Social Democrats who could 
feel the anti-corruption Greens growing 
under their feet did not want their party 
= sọ openly tied to the old politics. Last 
= year, the Social Democrats agreed to 
reform the campaign laws, but on condi- 
» tion that there was no amnesty. Despite 
many Free Democrats mistakenly 
ought that the reform was a signal to 
e prosecutors to call off their investiga- 
tions under the old law. 
-Itis hard to exaggerate the damage all 
_ this is doing to the Free Democrats. The 
_ party is short of money in the run-up to 
three important elections for state parlia- 
ents due to be held next year. In Berlin 
= and North Rhine-Westphalia the Free 
_ Democrats are unlikely to cross the 5% 
_ threshold that is needed to win seats. In 
= Saarland, they may lose the four seats 
S. k they now have. 
= The obvious beneficiaries are the 
eens. While doctrinally far distant 
=- from the Free Democrats, the Greens, 
like them, get support from middle-class 
voters who are disgruntled with the two 
main parties. The Greens have just suf- 
red an internal upheaval in which sever- 
of their better-known leaders were 
umped. But despite their clownish repu- 
tation, the Greens are a serious force, 
which may continue for some while yet to 
fit from first-time voters. The Greens 
uld win seats in the state parliamentary 
ections next year. 
j Why should Mr Kohl go to such lengths 
for the Free Democrats? Partly out of 
loyalty. He is close to their leader, Mr 
Hans-Dietrich Genscher. Then again, the 
_ Free Democrats help Mr Kohl to balance 
the more right- wing conservatives both in 
his own party and in its Bavarian cousin, 
_ the Christian Social Union. 
= Mr Kohl has to face the difficult choice 
= pot withdrawing or going ahead with the 
controversial bill. The ‘“Do-Nothing 
k nl as the magazine Der Spiegel 
calls him, seems to bring such problems 
= down on his head. But he also manages to 
away from them unhurt. The criti- 
-cism that washed around the amiable Mr 
= Kohl last autumn is forgotten. The chan- 
- cellor is hoping the amnesty row will be 
_ equally short-lived. 
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ympic boycott 


‘Hell no, we won't 
go 


FROM OUR MOSCOW CORRESPONDENT 


_ The Russians know how to bear a grudge. 
_ Their announcement on May 8th that 
3 they were pulling out of the Los Angeles 
k Bo should not have come as a 
= i complete surprise. Ever since the Ameri- 









































They snatched his chance for a gold 


cans stayed away from the Moscow Olym- 
pics in 1980, a Soviet reprisal was a 
possibility. 

Still, this is probably not a straight tit 
for tat. The decision followed weeks of 
Soviet grumbling about conditions in Cal- 
ifornia and thinly veiled threats to stay 
away. For all that, the Russians went 
ahead with training and preparations. 
They had already spent $3m on television 
rights for the games. Most Soviet citizens, 
including the athletes themselves, had 
assumed that the complaining would not 
be followed up. The decision not to go to 
Los Angeles seems to have been sudden. 

The Soviet campaign against the games 
was launched in March. It included 
charges that American ‘‘commercialisa- 
tion” of the games violated the Olympics 
charter, that Soviet athletes were in dan- 
ger from anti-Soviet groups, and that Los 
Angeles was awash in smog, drugs and 
pornography. Nevertheless, Soviet ath- 
letes continued full training. Beaming 
Soviet sports officials emerged from a 
meeting with Olympic organisers in Lau- 
sanne on April 24th to declare that their 
worries had been dealt with. 

After that, little was heard of the 
Russian charges until, on May 8th, angry 
letters recommending a boycott appeared 
in the Soviet press. That evening, the 
Soviet Olympic committee announced its 
decision, giving as its main reason the 
claim that the American government had 
sought “to use the games for political 
aims”. 

Why did the Russians decide not to 
attend, and why did they delay their 
decision until now? Lingering resentment 
for the American snub in 1980 may be 
part of the answer. Irritation with the 
Americans’ refusal to accept a Soviet 
sports official on the ground that he was a 
KGB man no doubt played its part. The 


ee Tüsan leaders Baily ‘slag have wanted to 





avoid looking as if they had backed away 
from their earlier threats. And on top of 
all this there was the fear that Soviet 
athletes might be tempted by athletics 
promoters to stay in the west. 

In the Soviet Union itself, the boycott 
is unlikely to be greeted with rousing 
cheers. The Olympic sports are a national 
passion. The Russians watch with pride as 
their team wins its habitual clutch of gold 
medals. The announcement of the cancel- 
lation was carried as the last item on the 
half-hour evening news and down played 
in the Soviet press the next day. 

Russia’s east European allies are also 
likely to feel resentful if they are obliged 
to carry through with boycotts of their 
own. By Thursday, Bulgaria and East 
Germany had already said they would not 
be attending the games. Similar decisions 
by other east Europeans are expected to 
follow, though the more independent 
Rumanians appear to be hesitating. Com- 
munist but non-aligned Jugoslavia will 
definitely be going. 

There is still a faint chance that the 
Russians may change their minds again. 
Their carefully phrased statement said 
that participation was impossible under 
the conditions prevailing in Los Angeles. 
If these conditions are changed, they may 
go after all. But if they are asking for 
demonstrators in California to be called 
off, the Americans will rightly never 
agree: and that will be that. 


France 


Chevenement plots 
his next move 


FROM OUR PARIS CORRESPONDENT 


When a Socialist government moves to 
the centre, where does its left wing go?” 
This problem, familiar to Britain’s La 
bour party in the 1970s, is being felt with 
particular acuteness in France as Presi- 
dent Mitterrand passes the third anniver- 
sary of his election to the Elysée palace 
this week. 

The criticism of the government from 
the Socialist left, not to mention from the 
Communists, often threatens to drown 
out attacks on Mr Mitterrand from the 
right. One prominent critic, Mr Didier 
Motchane, wonders if the French left is 
not about to bid farewell to socialism—if 
it has not already done so. The leader of 
the Socialist left, Mr Jean-Pierre Chevén- 
ement, believes that the policies being 
followed by Mr Mitterrand and his fi- 
nance minister, Mr Jacques Delors, will 
lead to heavy losses for the party in the 
1986 elections. 

Those with little time for Mr Chevéne- 












; Nothing s safer than : 
westing in US. Treasury Bills, 


Nothing’s smarter 








We have just solved the problems that have 
‘made it impossible to invest in U.S. Treasury Bills 
without being liable to U.S. Taxes. 
_ The solution is called Capital Preservation 
Fund International. 
ER Capital Preservation Fund 
a= International invests only in short 
A term U.S. Treasury Bills. Bills 
=] 3) | backed by the guarantee of the 
F rA s/ U.S. Government, backed with 
“aos the wealth of the United States. 

_ And it does it in such a way that non-US. 
citizens legitimately avoid being liable to U.S. 
Federal and Estate Taxes and may avoid being liable 
to their own national taxes. What is more, it does 
so from the secure privacy of Luxembourg, a 
major, international financial centre. 

An investment in Capital Preservation Fund 
has other advantages. It gives you immediate 
liquidity. It has no purchase and sell fees. It may be 
maintained in bearer or any other form you 
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than doing it U.S.Tax Free. 


require. It offers the full advantages of an 
investment based in Luxembourg. Advantages of | 
which you may not be fully aware. 

And it is managed by the Benham 
Management Corporation; skilled managers who 
have over $2.2 billion under management in our 
sister funds in the United States. 

To learn all of the advantages of this unique 
form of investment and to get a complete appli- 
cation form just send us this coupon. Enquiries 
receive immediate and discreet attention. 
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To: CPFI, 3 rue Aldringen, 1118 Luxembourg. E5 
Telex: 2987. Tel: 47 5612. 
Please send your Prospectus and Accounts to: 
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ment do not believe that such a defeat 


< would trouble him unduly. He has little 
stake in the success of the present Mitter- 
rand enterprise. The coalition which Mr 
Mitterrand put together in 1981 has so far 
» survived. well despite the government’s 
< abandonment of its original economic 
-x programme. The unpopular prime minis- 
ter, Mr Pierre Mauroy, remains in his 
job, although a fresh question arose 
-about how much longer he would be there 
when he entered hospital on May 4th with 
what was described as an acute respira- 
tory ailment. 
. The core of the Socialist left is the 
Centre for Socialist Studies, Research 
and Education (Ceres). This has the sup- 
‘port of some. 18% of the party's members. 















“ment, then fresh out of the finishing 
school for France’s elite, the Ecole Na- 
tionale d'Administration (Ena). Al- 
though now one of the president’s sharp- 
pest critics, Mr Chevènement helped Mr 
itterrand take control of the Socialist 
"party in 1971 and then to fight off a 
challenge to his leadership in 1979. In 
1981-83, he was a minister for research 
and then, in addition, for industry. An- 
other Ceres-member, Mrs Nicole Ques- 
tiaux, lost her job as social affairs minister 
in 1982 because of her reluctance to limit 
_ welfare spending. Only one Ceres mem- 
ber, Mrs Edwige Avice, the minister for 
youth and sport, remains in the 
government. 

While Mr Chevénement was still in the 
cabinet, criticism from Ceres of the gov- 
ernment was muted. Even the outspoken 
Mr Motchane, an old associate of Mr 
Chevénement, held his tongue. This 
changed abruptly when the president, at 
the urging of Mr Delors, began a long 
économic retrenchment in March, 1983. 
At the same time, Mr Chevénement left 
the government. 

Mr Chevénement’s reasons for leaving 

ere ambiguous. The bosses of nationa- 
lised industries criticised him for ministe- 
rial interference. Although he was once 
spoken of as a possible successor to Mr 
Mauroy, his influence was clearly dwin- 
dling by the beginning of 1983. Mr Mitter- 
rand wanted to move him from industry 
to the less important urban development 
ministry. Mr Chevénement saw there was 
nO point in staying in a government whose 
policies he wanted to fight if his ministeri- 
al base was going to be reduced. His loss 
eof power, as much as his disputes over 
policy, led him to resign. 

At the Socialist party congress in Octo- 
Mer, 1983, the Ceres group agreed in 
weffect to mute its criticisms. After a quiet 
winter, however, Mr Chevènement is 
praising thë volume. In several interviews 
ress conferences this spring, he has 
an aheraative economic policy, 






Wham Bam, thank you Komsomol- 


The ‘construction feat of the century”, 
as the Russians call it, is nearing comple- 
tion. Ever since work got under way in 
1974, Soviet planners have been relish- 
ing the prospect of the military and 
economic benefits that would eventually 
flow from the country’s second trans- 
Siberian railway. Now, after many de- 
lays, only about 125 miles of track re- 
main to be laid on the almost 2,000-mile 
Baikal-Amur Mainline railway (Bam for 
short). The final link-up between its 
eastern and western sections is due by 
the end of this year. 

The Bam will connect a vast mining 
region in southern Siberia to the Pacific 
coast. Its route, across some of the 
world’s most inhospitable terrain, 
stretches from Ust-Kut in the west to 
Komsomolsk on the Amur river in the 
east, where it joins up with the existing 
track to the Pacific port of Sovetskaya 
Gavan. In addition, a 250-mile spur 
connects the Bam with the old Trans- 
Siberian line to the south and the huge 
coal basin at Neryungri to the north. 
There are now plans to extend this a 
further 300 miles northwards to Yakutsk 
to provide transport for enticing raw 
material deposits. 

The Bam will be an impressive 
achievement. Soviet press and television 
never tire of the project's vital statistics: 
the Bam passes 22 mountain ranges, and 
crosses 17 major rivers and some 3,000 
minor ones; it has involved building 20 
miles of tunnel (including one of 10 
miles) and 142 large bridges. Two thirds 
of the terrain is under permafrost. Tem- 
peratures plunge to minus 40C in winter, 
when most of the construction work has 
to be done, since trucks can be driven 
over the frozen ground. In summer, the 
surface turns into mosquito-infested 
swampland, roads become impassable, 
and there have been reports of bulldoz- 
ers sinking without trace into the mud. 

Officially the Bam is a project of the 
Communist youth organisation, the 
Komsomol. Thousands of young work- 
ers have had to be lured into giving their 
“patriotic and selfless” labour with 


Krasnoyarsk Ust-Kut 
Chara 


promises of wages up to four or ‘five 
times the level in European Russia 
There are also at least 10,000 North 
Korean and Vietnamese workers, whose 
labour pays Moscow for some of Pyong- 
yang’s and Hanoi’s debts. Limited pas- 
senger and freight services are already 
operating on the finished sections of the 
track, but will expand fast when through 
traffic begins, perhaps by the end of th 
year, 

What do the Russians hope to get’ for 
their investment: of up to 30 billion 
roubles ($38 billion at the official èx- 
change rate) in Bam and its infrastruc- 
ture? First, there is a big strategic bonus 
from a second railway farther away from: 
the Chinese border than the older Trans- 
Siberian. The Bam will also relieve the 
over-burdened Trans-Siberian of some: 
freight and knock 150 miles off the: old: 
route from European Russia to the Pa- 
cific ports. The new line might carry 
extra cargo between Japan and western 
Europe, and should be quicker and 
cheaper than shipping. 

The main point of the Bam is to 
provide access to the wealth of southern’ 
Siberia, which the Soviet Union needs as 
it exhausts its more accessible natural 
reserves. The railway will form the back- 
bone of a development area of 600,000 
square miles with proven deposits of ` 
coal, iron ore, asbestos, aluminium, cop- 
per, gold, lead, tin, molybdenum, and 
oil. 

Some 13 large industrial centres will 
spring up in the Bam zone, along with 
100 towns and settlements, and 1,875 
miles of permanent roads. Eventually, it 
is hoped to process the materials on the. 
spot, but such development takes time, 
and it may be only towards the end of the 
century that the Bam’s full impact begins 
to be felt. X 

The Siberian climate is the enemy. 
Only about Im people live in the Bam 
zone. Few Russians can be persuaded to- 
settle in the region, despite high wages. 
A survey in 1982 found that, perhaps 
unsurprisingly, only 13% of the Bam 
workforce wanted to stay on. i 
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lied for a “government of ‘national 
vation” and urged his party to hold a 
congress on the drift from its principles. 
Mr Chevénement’s economic remedies 
reflation with nationalism. (The Ceres 
ader is an ardent supporter of France’s 
nuclear force.) He would like the govern- 
ment to inject FFr30 billion ($3.6 billion) 
into industry, which would increase the 
budget deficit, and set up a French equiva- 
Jent to Japan’s industry and trade ministry. 
France, under the Chevénement plan, 
would leave the European Monetary Sys- 
tem, introduce a fair measure of protec- 
tionism and devalue the franc to make 
‘French exports more competitive. This has 
arned him the scorn of Mr Delors, who 
says France cannot follow “a South Ameri- 
can model” with rising inflation and a 
declining currency. At the finance minis- 
try, Mr Chevènement has come to be 
10wn. as “the Brazilian”. 
‘For the moment, France is not queue- 
ng up to buy Mr Chevénement’s medi- 
ine. But, at 45, Mr Chevénement has got 
lenty of time before him. A keen chess 
layer, he plots several moves ahead. 
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ROM OUR SWITZERLAND CORRESPONDENT 


xt weekend, May 19th-20th, the voters 
f Switzerland will have their say on a 
uple of subjects that arouse much pas- 
n. Two “initiatives’—the device by 
hich issues are referred to the whole 
electorate—will be coming up for their 
udgment. The first, calling for stricter 
gulation of the banks, would punch 
me largeish holes in the wall of Swiss 
nking secrecy. The second would end 
all sales of residential property in Switzer- 
and to foreigners. Although neither ini- 
tiative is likely to win a majority, their 
organisers have already brought about 
me of the changes they wanted. 
The banking initiative sprang from the 
_ biggest banking scandal in Swiss financial 
story, in 1977, involving Crédit Suisse. 
t the glacier-like pace of Swiss politics, 
~ it has taken seven years for the initiative 
to get from the talking stage to the voters. 
€ Socialist-sponsored initiative would: 
-make it possible to investigate ac- 
counts when tax evasion, in Switzerland 
abroad, or breaches of currency and 
exchange regulations were suspected; 
@ require banks to publish clear state- 
ments of their own financial dealings and 
positions, including information on their 
called hidden reserves; 
@ restrict the involvement of banks in 
ther branches of the economy and limit 
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e banks’ direct ownership of non-ban 
ing businesses; - : 


















to insure savings 
deposits. 
The would-be reformers’ problem is that, 
since 1977,-public indignation has cooled. 
Because almost every Swiss voter thinks 
that some day he may have a fortune to 
stash away, the initiative has almost no 
chance of getting through. But in the 
meantime the banks have taken a number 
of steps towards self-regulation. 

Before opening any new account, a 
banker is now obliged to find out who the 
ultimate beneficiary will be. Large cash 
transactions can no longer be made incog- 
nito, which makes it more awkward to use 
Switzerland as a money laundry. The 
Swiss-American treaty on mutual assis- 
tance in criminal matters came into force 
in 1977, and in 1983 a Swiss law extended 
the treaty to all other countries. A gov- 
ernment with good reason to think that 
money in a secret account was stolen can 
ask to see the bank’s books. 

The banks maintain that such regula- 
tions will not affect their prosperity, 
which they argue owes less to secrecy 
than to their professional competence 
and to the stability of both the Swiss franc 
and the Swiss government. That may be. 
But they now face competition from other 
countries, including Hungary, which are 
starting up their own anonymous num- 
bered” accounts. 

The second initiative, sponsored by the 
right-wing National Action party, appeals 
to the mistrust of things non-Swiss that 
lies close under the Swiss skin. It would 
ban the issue of permits to foreigners to 
buy land for residential use, though not 
for commercial or industrial use. A recent 
spate of property scandals involving for- 


eigners has even led some members of the . 


Socialist party to support the initiative. 

That is unlikely to win the initiative a 
majority. But even if it fails, the number 
of permits issued to foreigners will any- 
way be cut. Two laws have already been 
passed limiting property sales to foreign- 
ers. Another, which goes into effect next 
January, will reduce the number of per- 
mits issued by a third from the average 
issued in 1980-84. 


Turkey 


Istanbul can stand 
the suspense 


FROM A CORRESPONDENT IN ISTANBUL 


The first bridge between Europe and Asia 
was built in about 512 BC. It was the 
brainchild of the Persian Darius I. But his 


flimsy pontoon, intended for one round, 
trip of subjugation in Greece and the 






Balkans, did not last. The second was a 
long time coming. Only in 1973, when 
Istanbul's ferries could no longer handle 
the traffic, did the Turkish government, 
throw a suspension bridge from Europei 
an Ortakoy to Asian Cengelkoy. Now a 
third is on its way. 

If the second bridge could wait for 
almost 2,500 years, why a third only 10 
years later? The first reason is traffic. At 
peak times the districts on either side 
experience “area saturation”, Back-ups 
can delay drivers for an hour and a half. 
Drivers from Europe to Asia buy return 
tickets at the toll booth (whether they are 
coming back immediately or not), so the 
lines are really bad.only on the European 
side. Also, car ferries still ply. 

But as Istanbul has grown it has 
changed shape. What was once one of the 
most beautiful cities in the world is be- 
coming in many parts a grey mass, sprawl- 
ing relentlessly eastward. Besides reduc- 
ing the volume of downtown traffic, the 
aim is for the second bridge to serve these 
new urban areas. 

Freeman Fox, the British firm whosggy 
past credits include designing the 197 
Bosporus bridge and the Severn bridge, 
has proposed a site just beyond Rumelihi- 
sair. The new bridge will be like these two 
in design. The swaying of the Severn 
bridge is due chiefly to poor maintenance, 
according to Freeman Fox, and does not 
afflict the first Bosporus bridge, although 
some drivers say this.one also sways. 

The cost of the new bridge is expected 
to be between $200m and $400m. Esti- 
mates for the date of completion are from 
1988 to 1990. But there is none of the 
controversy that surrounded the 1973 
bridge. Turks today are likely to look at 
economic benefits, not at environmental 
damage. The first bridge paid. for itself 
quickly and now. makes a profit. The 
Turkish government may even sell it to, 
the public—to help finance the second. 
bridge... E EEA 
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Spain | 


The taming of the | 
paper-chasers _ 


FROM OUR SPAIN CORRESPONDENT 





Spain’s government is preparing to tackle 
an institution whose size and inertia have 
deterred Francoist and democratic minis- 
ters alike for decades: the Spanish civil 
service. The biggest expansion in recent 
years was carried out not by the Social- 
ists, who are now in power, but by the 
centrist government of Mr Adolfo Suarez 
when it dismantled Franco’s tame trade 
unions and official party (the Movi- 
miento), and absorbed their staffs into 
the civil service. It took Mr Javier Mos- 
coso, the present minister for public ad- 
ministration, more than a year simply to 
measure the size of the civil service: 
,480,000 funcionarios, including teach- 
in state schools and most policemen. 

t Moscoso wants the state to employ 
fewer paper-chasers. As a first step, he 
plans to lower their retirement age. 

The funcionario has always tended to 
look on his post as his property and to feel 
that the public should treat him with the 
respect due to an official of the state. The 
average Spaniard has generally been con- 
sidered the servant of officialdom, and 
until recently he received scant consider- 
ation. Even today a routine formality may 
require a whole morning of waiting in a 
succession of offices and a desperate last- 
minute sprint to a tobacco-shop to buy 
fiscal stamps to legalise whatever forms 
one has to sign. Mr Moscoso says he is 
determined to equip Spain with “a civil 
service which really works”. 

The minister has already had some 
success in reducing absenteeism, limiting 
coffee-breaks and persuading civil ser- 

ants to turn up on time, and he has 

rred them from holding other jobs. He 
is now preparing a bill to simplify the 
chaotic structure of the civil service, 
which has several hundred professional 
categories and 1,460 different pay and 
seniority scales. 

The Spanish government is also about to 
complete the demolition of another Fran- 
coist inheritance—the state-owned net- 
work of 21 newspapers, most of them 
regional dailies, which were controlled 
until Franco’s death by the Movimiento. 
All but six, which are being closed down, 
have been bought by private firms. The 

“main political parties have welcomed this 
clearing of Francoist rubble. It may, how- 
ever, mean more funcionarios for Mr 
| Moscoso to cope with. Most of the employ- 
ees of the ex-Francoist press wish to remain 
on the state’s payroll, and the government 
may be obliged to make jobs for them. 










Poland ’s punks 
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During martial law, the Polish authori- 
ties interfered surprisingly little as a rock 
boom swept the country. They even 
tolerated home-grown punk bands call- 
ing themselves things like Caligula’s 
Dolls, Sewage, and Dead Organisms. It 
was better, they reckoned, that the coun- 
try’s frustrated youth should scream at 
rock concerts than shout anti-govern- 
ment slogans on the streets. 

Now that the streets are quieter, the 
government has started to listen more 
closely to what Polish youths are singing, 
and does not like what it hears. At a 
Warsaw student club, for example, teen- 
agers enthusiastically applauded a song 
by the punk band Deserter: “No goal, no 
future, no hope, no joy; that’s the pic- 
ture of our generation.” 

The army daily, Zolnierz Wolnosci, 
recently wrote that rock music was being 
used as a “tool of ideological struggle”, 
and gave warning that a “mood of dejec- 
tion” was deliberately being promoted 
among the young. In the middle of 
March, Polish radio began to cut sharply 
the amount of rock music it broadcasts. 

A big problem for the young musicians 
is simply finding places to play. There 
are hardly any private rock clubs. Man- 
agers of cultural centres, where they can 
find a stage, are often nervous about 
letting them perform. Over 300 bands 
applied to play at last summer’s only 
major rock festival, in Jarocin. 
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No-joy generation 





Then there is the delicate matter of 
getting lyrics approved before songs can 
be heard in public. Deserter (previously 
known as SS-20 until a police official 
took them for neo-Nazis) had almost half 
its songs rejected by the censorship last 
year. The punk bands often perform 
forbidden songs anyway. ki 

Jazz is officially blessed, but Poland’s 
cultural watchdogs worry about a new 
craze for country music. It is not so much 
the lyrics about hard-working truck-driv- 
ers that upset them, as the growing 
number of Polish fans who turn up at 
country music concerts in American 
cowboy garb. 
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Will Europe take a small pace 4 


to the left? 


The unfleet-footed Greeks will announce 
their candidates only on May 14th, but in 
all the other nine EEC countries the 
campaign for the second direct election to 
the European parliament (polling days: 
June 14th and 17th) has already begun. 
The result may well be a parliament very 
like the present one, which has a right- 
wing majority made up of Christian Dem- 
ocrats, Liberals, Conservatives and 
Gaullists. The first indications are that 
their lead will be reduced, but probably 
not by much. 

Nine of the 10 countries are using some 


BRUSSELS — 
form of proportional representation, — 
which means that relatively few seats are _ 
likely to change hands unless there are- 
large voting swings. There may, for all 
that, be bigger changes in three countries. j 
In Britain, the only country without pro- — 
portional representation, the first-past- 
the-post system could produce a large 
turnover of seats. In West Germany, the _ 
5% threshold could lead to the disappear- 
ance from the European parliament í 
the Free Democrats and their replace- 
ment by the Greens. In Italy, there ar 
signs that Mr Bettino Craxi’s Soci 















arty, in position to make subs 

gains from both the Christian Democrats 
© his right and the Communists on his 
eft, may double its representation in the 
new parliament. 

Italy has arguably the most democratic 
European electoral system of the four 
large EEC countries. It has no minimum 
vote threshold for representation, and 
consequently 11 parties gained seats last 
time, compared with four in France and 
three each in West Germany and Britain 
(excluding Northern Ireland). Only the 
two biggest parties, however, the Chris- 
tian Democrats’ and the Communists, 
reached double figures, and the Socialists 
polled only.about a third as many votes as 
their larger 1 rivals. Now, according to an 
j poll carried out by the Doxa 
organis ation, the Socialists have moved 
up to about 21% of the vote. In 1979, they 
on 11%. Their increase is in large part 
to the much greater exposure they 
ave had since Mr Craxi became prime 

ister last year. 

The Republican party, which this time 
putting up joint lists with the more 
ight-wing Liberal party, has also made a 
able advance—almost certainly be- 
se of the favourable impression creat- 
by its leader, Mr Giovanni Spadolini, 
n he became Italy’s first non-Chris- 
ian. Democratic postwar prime minister. 
“In West Germany, too, the two big 




































































acks. The Greens, despite their chaotic 
rformance in the Bundestag, look set to 
‘win seats at the expense of all three 
parties currently represented. In 1979, 
the Greens won 3% of the vote in West 
Germany, below the 5% threshold need- 
d to win seats. According to an Infas 
Il, they are this time likely to get 11%, 
which would yield 9 seats. 

The Free Democrats, at the centre, 
‘currently score 4% in the same poll. A 
year ago in the federal elections, they 
managed. to haul themselves to safety 
after trailing below the 5% mark in most 
f the pre-election polls. But they were 
iven a helping hand by the Christian 
Democrats. The hybrid West German 
electoral system, with one vote for the 
local candidate and another for the party 
list, enabled many Christian Democrats 
to split their ticket to help the Free 
Democrats surmount the barrier. In the 
uropean elections, by contrast, there is 
ly one vote per person. Ticket-splitting 
thus not possible. 

n Britain, there are conflicting signs. 
e present large Conservative represen- 
ion (60 seats out of 78 in mainland 
Britain) is likely to be reduced. Most of 
the recent opinion polls put the two main 
parties more or less even. (The latest poll 
by Mori, published on May 8th, showed 
“the Conservatives with 40%, Labour at 








Alliance.at t 20%). ‘The results of the local 
elections on*May 3rd (see page 33) sug- 
gest a swing to Labour, but the three 
parliamentary by-elections on the same 
day pointed to a strong showing by the 
alliance. Moreover, the few opinion polls 
which have probed intentions in the Eu- 
ropean elections suggest that Labour vot- 
ers are less likely to participate than 
alliance voters. 

But the vagaries of the British electoral 
system mean that even if the Alliance 
does poll a third of the votes it may finish 
up with a monopoly of second places and 
no seats. The only European constituency 
in which it starts out as favourite is the 
Highlands and Islands, but to win this it 
will have to displace a formidable Scottish 
Nationalist. The evidence points to a 
range of results giving the Tories 35-55 
seats, Labour 20-40, the alliance six or 
less and the Scottish Nationalists one at 
most. 

Taking these three countries together, 
the indications are that there will be a 
modest shift to the left, which may well be 
offset by right-wing gains in France. Un- 
less there are quite unexpectedly large 
socialist, communist or ecologist gains in 
the other countries, the four right-of- 
centre groups which have dominated the 
first elected parliament will continue to 
hold sway in the second. 





Wine 
Drink more 





BRUSSELS 


While farm ministers busied themselves 
earlier this year with reducing the EEC’s 
massive dairy overproduction, they failed 
to notice that the community’s surplus 
wine lake had risen to alarming levels. 
The commission reckons it will need to 
double the 580m ecus ($480m) earmarked 
for the wine sector in the 1984 budget. 

The actual sum may be even higher: it 
seems that Italy, and to a lesser extent 
West Germany, produced more wine this 
season than they declared to the commis- 
sion. The overproduction is thought to be 
about 500m litres above the official com- 
mission figure of 16,500m litres. 

One of the wine sector’s problems is 
that consumption is falling. In 1982 it was 
down by 4% from 1979 levels. Of the 
major growers, only France has cut pro- 
duction accordingly. Its proposal for na- 
tional wine quotas has run into strong 
opposition from Italy. At this week’s 
meeting, the Italians suggested lamely that 
young people in the community should be 
encouraged to drink more wine. 

The ministers refused to authorise the 
distillation of the extra 500m litres until 


took a strong line: not ‘only, or even 
chiefly, out of frustration at- another ex- 
ample of EEC mismanagement, but also 
because surplus. wine alcohol will com- 
pete with industrially-produced alcohol, 
of which Britain is a major community 
supplier. 





EEC passports _ 


Not without let or 
hindrance 


BRUSSELS 


On July 8th, six months before the 10 
community countries. are* supposed. to 
start phasing’ out -national passports in 
favour of a common (burgundy-coloured) 
EEC version, the French government will 
withdraw the 30-year-old: concession en- 
abling day-trippers from Britain. to visi 
Channel ports without passports.’ 
decision follows the failure of talks wi 
Britain over the: banning ‘of 700 black 
trippers last summer. 

The French said they were- worried 
about illegal immigrants slipping in. The 
British said they would not countenance 
racial discrimination. The chambers of 
commerce of Calais, Dunkirk and Bou- 
logne are furious at their government’s 
action. They reckon that the day-trippers 
spend £30-£50 a head. The withdrawn 
concession is nothing to do with commu- 
nity efforts to break down internal barri- 
ers. It was negotiated bilaterally by Brit- 
ain and France. For the moment, there is 
no question of British retaliation. . 

Before long both countries are likely to 
find themselves demanding to inspect 
EEC passports from each other’s citizens. 
If accepted by the 10, these common 
passports will contain similar information 
about the bearer and will carry a commug 
nity marking to identify the holder as 
EEC citizen when he is outside the com- 
munity. But national authorities will:con: 
tinue to issue the passports, which. will 
have national markings as well, and: may 
still be needed when travelling inside the 
community. 

Given that freedom of movement with- 
in the community is guaranteed by article 
48 of the Rome treaty, it is surprising that 
member states still insist on the produc- 
tion of. passports: (or-national identity 
cards) at internal EEC frontiers. Minis- 
ters insist that systematic passport checks 
are necessary. to curb terrorists and drug- 
smugglers—very few of whom have in 
fact ever been caught at frontiers. As-a 
first stage; the EEC has proposed substi 
tuting random for systematic checks, but 
member governments are not prepares’ tà to 












agree evento this- 





t 


AMERICAN SUR 





VEY 





The desperate hope that the 


last shall be first 


Senator Gary Hart’s narrow win in the 
Ohio primary election on May 8th en- 
sures that he will carry his fight to be the 
Democrats’ nominee as president 
through the next batch of primaries, in- 
cluding California’s on June Sth, to the 
convention in San Francisco in mid-July. 
Mr Walter Mondale is still way ahead on 

oints, or rather on delegates, but the 

low that was supposed to knock Mr Hart 
out of the ring went wide. 

Mr Hart himself has never publicly 
faltered in his determination to battle on 
to San Francisco. Yet the impression had 
gathered that he might be obliged to pull 
out if his losing streak in big states—New 


When Mr Martin Feldstein, President 
Reagan’s chief economic adviser and the 
boldest jester at the Reagan court, re- 
turns to Harvard this summer, there will 
be extra reason to worry about Ameri- 
ca’s economic policies. Politicians never 
like to be told that their economic sums 
do not add up. The Reagan administra- 
tion’s. sums have been worse than most, 
its deafness to advice and protests more 
deliberate. Mr Feldstein has been more 
willing than any of his predecessors to 
muse aloud about what was going wrong. 

Mr Feldstein’s message, no surprise to 
any of his undergraduate students, was 
that America could not have lower taxes 
and inflation, higher growth and defence 
spending, a strong dollar and buoyant 
exports, all at the same time. Soon after 
he arrived in Washington in late 1982, he 
earned a reputation for crying wolf by 
getting his forecast of last year’s recov- 
ery, when gnp expanded by 3.3%, badly 
wrong. Mr Feldstein did not believe the 
economy would grow that fast while 
interest rates remained so high because 
he underestimated the huge and largely 
unintended fiscal stimulus from Presi- 
dent Reagan’s tax cuts. That has made it 
easier for the rest of the administration 
to ignore Mr Feldstein’s repeated warn- 
ings of the dangers of the president’s 
covert Keynesianism. The budget deficit 


The jester departs 





CLEVELAND 


York, Pennsylvania, Texas—remained 
unbroken by a big win. Mr Mondale has 
nearly two delegates for every one com- 
mitted to Mr Hart. Public interest in the 
Colorado senator was drying up, and so 
was money: his campaign was $4.5m in 
the red. Then Ohio, and his less unex- 
pected win in next-door Indiana, stopped 


Hart Mondale Jackson 

%of est %of est %of est 

vote del vote del vote del 

Ohio 42 79 40 67 16 8 


Indiana 42 39 41 34 13 4 
N Carolina 30 18 36 44 25 13 
Maryland 25 3 
Louisiana 25 18 22 13 43 = 25 


— j much more they cared about joblessness 


NEW YORK 


is mopping up much of America’s scant 
savings, keeping up interest rates and 
hence the dollar, distorting investment 
and exports, sucking in capital from 
other countries and making dollar debts 
ruinously expensive for those who can 
least afford it. 
With fiscal policy stuck on full power, 
the financial markets and the Federal 
Reserve Board have been left to decide 
how long the boom can go on. Not long, 
judging by the sharp rise in American 
“interest rates since January. Though it 
looked then as if a sudden fall in the 
dollar would turn boom to bust, interest 
rates are now taking the strain. Since the 
economy is still growing fast, consumers 
and companies as well as the federal 
government are borrowing hand over 
fist. So total growth of credit is spilling 
over the Fed’s limit of 8-11% expansion 
for this year. At the end of March, the 
Fed began to squeeze banks’ reserves to 
reduce demand for credit. 

On the day this week that he an- 
nounced his return to Harvard, Mr Feld- 
stein was defending the Fed’s policies 
against others in the administration who 
want to keep growth going at least until 
the elections in November, whatever the 
risk of inflation. The treasury secretary, 
Mr Donald Regan, joined the presi- 
dent’s men on the hustings and called for 














the rot. 
The importance of this turnaroun 
eclipsed Mr Mondale’s handsome win i 
Maryland and satisfactory win in North 
Carolina. A few days earlier, Mr Mon 
dale had triumphed in Texas; Mr Hart 
had swept the board in his native Colora- 
do; and the Rev. Jesse Jackson had won 
primary election in Louisiana which mos 
of the state’s disgruntled white voters, 
from the governor down, decided to boy- 
cott or ignore. 
There was nothing fancy in the fight — 
between Mr Mondale and Mr Hart for — 
midwestern votes. Foreign policy was — 
virtually ignored. The issue in Ohio and 
Indiana was jobs: how to get them and — 
how to saye them. Unemployment in- 
both states is over 10% and in some — 
areas, such as Ohio’s deeply troubled — 
steel valley, it is a lot higher, The two — 
candidates campaigned, as they had done 
earlier in Pennsylvania, to show how 






































Veritas triumphs over electioneering 









an easier monetary policy, in flat contra- 
diction to comments he made about what 
the Fed was doing only days before. 
Though giving the appearance of be- 
ing an academic bemused by what he 
calls “the Byzantine politics” of the 
White House, Mr Feldstein has proved 
as adept at politics as the president’s 
men. He emerges with his reputation as 
an economist greatly enhanced, partly 
through the exercise of a political skill 
oddly akin to that of President Reagan: 
the ability to disassociate himself from a 
team on which he agreed to be a leading 
player. 
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han Mr Reagan appears to do, and how 
h was better equipped than the other 
do something about it. 
= The “blue smoke and mirrors” of Rea- 
ganomics, said Mr Mondale, had caused 
industrial blight to descend on once- 
prosperous states. The budget deficit and 
high interest rates had combined to dis- 
tort the dollar’s value, giving America’s 
trading competitors a hidden 30% subsi- 
= dy on their goods—and he backed up his 
argument with quotations from Mr Mar- 
tin Feldstein, Mr Reagan’s departing eco- 
nomic adviser (see box on previous page). 
Under Mr Reagan’s policies, America’s 
trading surplus had been turned in three 
= years into a $120 billion deficit; the indus- 
trial workers and small farmers of the 
= midwest, said midwestern Mr Mondale, 
= were the direct sufferers. 
_ As the man in the White House “who 
hurts when you hurt’, Mr Mondale 
pledged himself to cut the deficit in half, 
to revitalise industry with federal help for 


























A paradox lies behind this year’s politi- 
cal campaigns. Republicans, traditional 
defenders of fiscal prudence, are con- 
tentedly warming their hands at an econ- 
omy which is blazing away thanks to the 
fiscal irresponsibility of their president. 
Democrats, masters of all the fudges by 
which soaring budget deficits can be 
justified, have perforce cast themselves 
‘as careful housekeepers. 

The Republicans have happily taken 
to their new role: they believe they have 
an election-winning formula. Mr Rich- 
ard Wirthlin, the president’s pollster, 
says that only 3% of the voters are 
worried about the budget deficit. Mr 
Peter Hart, a psephologist for Mr Walter 
Mondale, Mr Reagan’s probable oppo- 
nent in November, does not disagree; 





PY a a eee mS, 





ne meat. SELES SRT eS “3 j : 
E r E ag a 3 p 
2) 






companies prepared to help themselves, 
and to protect-America’s exports until “a 
competitive edge” can be restored. The 
operation to rescue Chrysler in 1979 was, 
he says, an example of what can be done 
when government, management and la- 
bour stop snarling at one another and put 
their heads together to plan survival. His 
words were gravely. received as he 
chugged round Cleveland’s quiet port 
where a Monrovian registered vessel was 
unloading imported steel, shook hands 
with defensive members of the United 
Auto Workers union or toured among 
Ohio’s downwardly mobile ex-steel work- 
ers. Mr Mondale cares, for all to see, but 
he is ambivalent on what he would do to 
set America’s troubled steel industry to 
rights. 

Mr Hart attacks the same issues in a 
rather more cerebral way: he puts more 
emphasis on retraining schemes and less 
on protection. Mr Hart says that the 
Carter-Mondale administration started 


Economic policies compared 


perhaps 10% of voters think that the 
deficit is a major issue, he says, while less 
than half know that Mr Ronald Reagan 
has set new records in this field. 

Mr John Glenn was the only candidate 
for the Democratic nomination who 
made specific proposals to raise tax rates 
for all existing taxpayers, reversing the 
Reagan programme of largesse that 
started in 1981. Officials and advisers 
across the political spectrum privately 
admit that the administration cannot 
control the deficit until it grasps this 
nettle. But Mr Glenn found that pru- 
dence did not pay. His other mistake was 
to describe a painful deficit remedy in 
some detail, only to arrive at a figure 
which hardly seemed worth the effort. 
He said his measures would reduce the 
deficit to a still-hefty $142 billion by 
1989; that compares with the administra- 
tion’s forecast of $200 billion. 

But all this was some months ago. 
Now, with interest rates rising, fears 
about the deficit are growing and both 
Mr Walter Mondale and Mr Gary Hart 
are giving it due prominence in their 
speeches. Caution, however, has not 
deserted them. 

Mr Hart, who has no proposals to 
raise taxes for middle-income groups, 
promises none the less a deficit of only 
$80 billion by 1989. Mr Mondale makes 
even less of a show of grappling with the 
arithmetic. He says simply that he will 
halve Mr Reagan’s 1989 deficit; but he 
thinks that the administration’s $200 bil- 
lion would turn out to be at least $250 
billion. 

Both have promised higher taxes for 
the better-off. According to Mr Mon- 
dale, this need not cost votes: “One of 
the biggest unwritten stories of today is 





> See * > 7 . Š 
Sy x 











> 


‘the troubles that the Reagan administra- 
tion has continued. The Cleveland Plain 
Dealer, which like Ohio’s two other lead- 
ing newspapers endorsed Mr Hart, 
caught the difference between the two 
men by saying that if there were a hole in 
a dyke, Mr Mondale would put his finger 
in it while Mr Hart would build another 
dyke farther upstream. Two good reme- 
dies, complementing one another. 


Split ticket 

Mr Mondale and Mr Hart could make 
quite a team: they each appeal to their 
separate constituencies. Mr Hart did not 
do well in Ohio and Indiana because he 
converted old-time Democrats down on 
their luck; he succeeded largely because 
independents and even Republicans 
could take part in both states’ primaries 
so long as they called themselves Demo- 
crats for the day. Now that the two men 
have more or less stopped savaging one 
another, it is not inconceivable that they 


that most wealthy Americans, if you are 
alone with them, will say that they're a 
little embarrassed by how much tax relief 
they've received.” He plans to spare 
their blushes by deferring further indexa- 
tion of the highest tax brackets (saving, 
he says, $30 billion in 1989) and by 
limiting the benefits from the third year 
of Mr Reagan’s tax-cut schedule to those 
earning less than $60,000 a year (saving 
another $6 billion). He has also pro- 
posed a tax surcharge of 10% on those 
earning more than $100,000 a year 
(worth about $5 billion). 


Reformers all 

Mr Hart goes along with much of this. 
His planned tax surcharge for the highest 
paid is 5%, and he would cap the bene- 
fits of the third year of Mr Reagan’s cuts 
at $50,000 a year; but like Mr Mondale 
he has said nothing to upset middle- 
income groups. His reticence reflects a 
change of stance. Mr Hart was one of 
only 11 brave senators who voted against 
the president’s original tax-cutting pro- 
posals in 1981. (Mr Glenn voted in 
favour; Mr Mondale was not a senator at 
the time and so escaped.) 

Both Mr Hart and Mr Mondale have 
endorsed wider schemes of structural tax 
reform. They favour the system set out 
in the “Fair Tax Act’ proposed by 
Senator Bill Bradley and Mr Richard 
Gephardt. The essence of Bradley-Gep- 
hardt, as it is known, is to simplify. It 
would replace America’s complex per- 
sonal tax code with three broad bands 
(tax rates of 14%, 26% and 30%), and 
abolish most tax allowances, apart from 
the sacred cow of relief for mortgage 
interest payments. Its effects on revenue 
would, of course, depend on how eligi- 
bility for the various bands was defined. 
Such a system, though it has much to 
recommend it on grounds of administra- 


Mondale nearly there - 


Latest estimates of delegates to the Democratic convention 
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Source: UPI 


could appear on a single ticket. But Mr 
Hart has made it plain that he is not 
interested. He is, he says, temperamen- 
tally incapable of being number two. 
Instead, he has plans for guerrilla war: 
in the six weeks between the end of the 
last primary and the opening of the San 


tive and economic efficiency, could raise 
more or less revenue than the present 
one. But the candidates do not mind if 
voters conclude that structural reforms 
can increase the tax burden without 
making anybody worse off. 

In a similar way, both candidates urge 
cuts in defence spending that do not 
damage national security, cuts in health 
spending that do not reduce medical care 
and so forth. Mr Hart has the larger list 
of choppable defence projects: the MX 
missile, the B-1 bomber, new aircraft- 
carriers, the Bradley fighting vehicle, the 
AH-64 helicopter, the F-15 fighter, the 
Hellfire missile, and others. He says he 
could save $139 billion from the defence 
budget over five years. Mr Mondale 
would shelve the B-1, the MX and new 
nuclear aircraft-carriers, saving around 
$40 billion a year by 1989. To contain 
health costs he has suggested spending 
limits, aimed at saving $15 billion a year. 
On health, Mr Hart favours a money- 
spinning shift of emphasis from care to 
prevention. 

They have not forgotten the tradition- 
al painless cut: smaller deficits through 
faster growth, which will raise tax reve- 
nues and contain welfare spending. But 
while Mr Hart and Mr Mondale agree 
that the present recovery is unsustain- 
able, they have so far parted company on 
the industrial strategy which America 
needs to promote lasting growth. 


Goodbye laisser-faire 

Both see an interventionist role for the 
federal government, and both have pro- 
posed that discussions between manage- 
ment, unions and the administration 
should serve as a basis for selective 
assistance in the form of grants or loans. 
But Mr Mondale emphasises the needs 
of older industries such as engineering 
and cars, while Mr Hart would channel 
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397 delegates either uncommitted or pledged to other candidates. 





Francisco convention he will be raiding 
Mr Mondale’s ranks of delegates. Plainly, 
all three candidates will try to persuade 
the uncommitted delegates to support 
their cause. In addition, Mr Hart hopes to 
persuade delegates pledged to support 
Mr Mondale (but not, under the party’s 


taxpayers’ generosity towards the new 
high-technology and service industries. 
The candidates’ constituencies have de- 
termined this split: Mr Mondale’s base of 
support is in the creaky industrialised 
areas of the north-east and midwest, Mr 
Hart’s among the thrustful new-technol- 
ogy pioneers of New England and the 
south-west. 

During the course of the campaign, 
the gap has widened. In the midwest Mr 
Mondale took every opportunity to re- 
mind listeners that in 1979 Mr Hart had 
voted against a big federal loan to bail 
out Chrysler. The company has since 
become profitable, but at the time Mr 
Hart rashly observed that “free enter- 
prise means free to fail”. 

Mr Mondale’s commitment to Ameri- 
ca’s car industry certainly seems greater 
than his commitment to free trade: he 
backs legislation to forbid the sale of 
most imported cars unless a proportion 
of each is made in the United States. Mr 
Mondale’s advisers, most of whom 
worked with him in the Carter adminis- 
tration, insist he is no protectionist. 
Some are well known as supporters of a 
more open world trading system. 

In 1974, Mr Mondale was a principal 
author of the Trade Reform Act, which 
authorised American participation in 
that year’s international tariff-cutting ne- 
gotiations (the Tokyo round). His 
speeches on the relationship between an 
overvalued dollar and America’s trade 
deficit, and on the need for some form of 
exchange-rate management, clearly re- 
flect his international experience, as well 
as the fact that his briefing team is 
stronger than Mr Hart’s. (None of the 
starry names listed at length on the 
acknowledgments page of Mr Hart’s re- 
cent book, “A New Democracy”, has 
endorsed his programme.) 

And if Mr Mondale might prove to be 
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new rules, bound to do so) to cross the 
floor to his side. y 

None of this will be easy for Mr Hart. 
The uncommitted delegates, many of 
whom are elected party or state officials, 
veer towards Mr Mondale; the pledged — 
delegates will change sides only if they are 
thoroughly convinced that Mr Hart has a- 
good chance of defeating Mr Reagan in 
November while their candidate has not. 
At one time this was what the opinion 
polls were suggesting. The most recent — 
polls, however, show only that Mr Hart 
would be rather less badly beaten by Mr | 
Reagan than Mr Mondale would. 

The nearest Mr Mondale came to an 
old-fashioned whistle-stop was when he 
perched on the rear platform of a veteran 
steam locomotive resting in a Dayton 
park among exhibits honouring Ohioan 
inventors (pride of place goes to a rep ca 
of Wilbur and Orville Wright’s origin 
cycle shop). The engine reminded 
Mondale of when, as a lad, he joine 
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more of a liberal than he seems, Mr Hart 
might be less of one. His book advocates 
two important extensions of state con- 
trol. First, he says that America has 
“little to lose and much to gain” from f 
trying to implement a tax-based incomes __ 
policy. Under such a scheme, once pro- f 
posed by the Carter administration but f 
now rejected by Mr Mondale as adminis- _ 
tratively unworkable, companies which f 
granted wage increases greater than | 
some norm would face tax penalties. i 
Second, Mr Hart wants to see a closer f 
co-ordination of the fiscal and monetary 
arms of economic policy. One way in 1% 
which he would bring that about would f 
be by trimming the independence of the | 
Federal Reserve Board. Many liberal | 
economists would regard that as a lethal 
blow to the most precious feature of | 














U.S. $100,000,000 
R.H. Macy Overseas Finance N. V: 


1134% Guaranteed Notes Due 1991 


Unconditionally Guaranteed = 


Macy Credit Corp. 


Lehman Brothers Kuhn Loeb Goldman Sachs International Corp. 
Banque Paribas Commerzbank Kredietbank Intérnatiónál Group 


Aktiengessilschatt 


Mitsubishi Finance International Limited Société Générale | 
- Swiss Bank Corporation International Limited Union Bank of Switzerland (Securities) 


Abu Dhabi Investment Company Al-Mal Group Algemene Bank Nederland N.V. Amro International Limited Arab Banking Corporatión. (ABC) 
Amhold and S: Bleichroeder, Inc. Banca Commerciale Italiana Banca del Gottardo Bank Julius Bar& Co. AG 
Bank Cantrade Switzerland (C.L) Limited Bank für Gemeinwirtschaft Bank Gutewiller, Kurz, Bungener Bank Leu International Lid 


Aktiengeselischalt Overseas) Limitet 


Bank. Letimi le-Israel Group Bank of Tokyo International Limited Bank J. Vontobel & Co. AG Bankhaus Gebrüder Bethmann 
Bankers ‘Trust International Banque Arabe et Internationale d'Investissements Banque Bruxelles Lambert SA. i 
Banque Françaisedu Commerce Extérieur Banque Générale du Luxembourg S.A. Banque Indosuez Banque Internationale a Lükembourg SA: ; 
Banque Nationale de Paris Banque de Neuflize, Schlumberger, Mallet Banque Paribas Belgique S.A, Banque de Paris et des Pays-Bas (Suisse) S. A. ; 
x Banque Populaire Suisse S.A; Lantembpurg Banque Privée de Gestion Financiére Banque de Union ‘Européenne Banque: Worms l 

: Barclays Bank Group Baring Brothers & Co., Limited Berete Hypotheken- und Wechsel-Bank Bayerische Landesbank i 


Aktiongeselischal: 


Bayerische Ve Vereinsbank i -Bean Stearns International Limited Bergen Bank A/S Berliner Bank Biyth Eastman Paine ‘Webber 
` : Titertational Limited 


3 ; Akuengeselischalt 
i Breisach Pia h Pinchot Schoeller B.S. Underwriters Caisse Centrale des Banques Populaires Caisse des Dépéts et Consignations Cazenove & Co. _ 


Lic sited 


CIBC Limited ig Citicorp Capital Markets Group » Clariden Bank Compagnie de Banque et d'Investissements, CBI 
Continental Illinois Capital Markets Group Copenhagen Handelsbank A/S County Bank Limited ` Crédit Agricole 

redit Commercial de France = i Créditdndustriel d'Alsace et de Lorraine Crédit Industrie! et Commercial Crédit Lyonnais Crédit du Nord 
; Credit Suisse First Boston, Limited. . Creditanstalt-Bankverein Dai-Ichi Kangyo International Limited Daiwa Europe Limited 
- Delbrüčk & Co. Den Danske Bank Den norske Creditbank Deutsche Bank DG Bank Dillon, Read Overseas Corporation 


af 187) Akueseiskab Akuiengeselischaft Deutsehe Genassenschalisbank 


Dominion Securities Ames Limited _ Dresdner Bank Drexel Burnham Lambert Effectenbank-Warburg 3 Enskilda Securities 


Aktiengeselischaft incorporated Akuengeselischaft kandinaviaka. Enskilda Limited ` 

Euromobiliare European Banking Company . First Chicago Limited Gefina International Genossenschaftliche : Zentralbank AG 
Girozentrale und Bank der Österreichischen Sparkassen Gétabanken Hambros Bank Handelsbank N.W. (Overseas) Lid. 
Henriques Bank Aktieselskab Pelee Landesbank Hill Samuel & Co, Limited Kansallis-Osake-Pankki Kidder, Peabotly I International 
Kleinwort; Benson Limited : , -Kuwait International Investment Co. s.a.k. Kuwait Investment Compa (8. AK.) 
“Landesbank | Rhinland- Pial Lazard Brothers Bi Co., Limited Lazard Fréreset Cie Lloyds Bank In International Lombard Odier International S.A. 
LTCB Intemational Limited > McLeod Young Wei Weir Internationa! Merck, Finck & Co, Merrill Lynch Capital Markets 
B. Metzler seel. Sohn & Co. Samuel Moritagu & Co. Limited _ Morgan Grenfell & Co. Limited Morgan Guaranty Ltd Morgan Stanley International 
The, National Commercial Bank . The Nikko Securities on {Europe} Ltd. Nippon Credit Intemational {HK} Ltd. Nomura International Limited, 
; Norddeutsche Landesbank Sal: Oppenheim jr & Cie” i Orion Royal Bank Limited "Pierson, Heldring & Pierson N.V. Primential-Bache 
Richardson Greenshields of Canada (U.K. ) Limited L. F. Rothschild, Unterberg, Towbin i N.M. Rothschild & Sons 
Salomon Brothers International Limited.: Sanwa Bank (Coderwriters J. Henry Schroder Wagg & Co. Limited Smith Barney. Hamis U Upham & Co. 
Société Générale de Banque S. AL Sparkassen SDS Shouse Turnbull & Co. Sumitomo Trust International Limited Svenska Handelsbasiken Group 
SwedBank Trinkaus & Burkhardt Uebersee Limited Union Bank of Norway Ltd. Union de Banques Arabes et Francsises-LLB.A.F. 
Verband Schweizerischer Ka Kantonalbanken Vereins und W Westbank M. M. Warburg-Brinckmann, Wirtz & Ca. §.G. Warburg & Co, Ltd. 


Wardley Westdeutsche she Landesbank _ Dean Witter Reynolds Overseas Ltd. Wood Gundy Limited Yamnaichi ternational { Europe). Limited i 
April, 1984 

































‘These securities were offered and sold outside the United States. This announcement appéars as a matter of record onkyt 


[diolta 


U.S. $150,000,000 
Digital Equipment Overseas Finance N.V. 
11% Guaranteed Notes Due 1989 


Unconditionally Guaranteed by ` 


Digital Equipment Corporation 


Lehman Brothers Kuhn Loeb 


International, Inc, 


Credit Suisse First Boston Limited 
Deutsche Bank Société Générale . 


Aktiengeselischatt 


Swiss Bank Corporation International Limited Union Bank of Switzerland (Securities) 


Abu Dhabi Investment Company Al-Mal. Group Al Saudi Banque Paris Algemene Bank Nederland N,V, Amro International Limited 
Andelsbanken Danebank Arab Banking Corporation (ABC) ‘Arab Banking Corporation Daus & Co. GmbH Ambhold and S. Bleichroeder, Inc. 


Julius Baer International Limited Banca Commerciale Italiana Banca de! Gottardo ‘BankAmerica Investment Banking Group 
Bank für Gemeinwirtschaft Bank Gutewiller, Kurz, Bungener Bank Leu International Ltd Bank Leumi le-Israel Group Bank Mees & Hope NV 
Aktiengeseltschaft {Overseas} Limited 
Bank of Tokyo International Limited Bank J. Vontobel & Co. AG Bankers Trust International Bankhaus Gebriider Bethmann 
mi 
Banque Arabe et internationale d'Investissements Banque Bruxelles Lambert S.A. Banque Française du Commerce Extérieur 
` Banque Générale du Luxembourg S.A. Banque Indosuez Banque Internationale 4 Luxembourg S.A. Banque Nationale de Paris 


Banque de Neuflize, Schlumberger, Mallet Banque Paribas Banque Paribas Belgique S.A. Banque Populaire Suisse S.A. Luxembourg 
À Banque Privée de, Gestion Financiére Banque de l'Union Européenne Banque Worms Banque Worms et Cie (Suisse) S.A. Barclays Bank Group 
Baring Brothers & Co., Limited Bayerische Hypotheken- und Wechsel-Bank Bayerische Vereinsbank ‘Bear, Stearns International Limited 
ii it tiengeselischaft 


Aktiengeseltechaf 
`: Bergen Bank A/S Berliner Bank Blyth Eastman Paine Webber Breisach Pinschof Schoeller B.S.I. Underwriters 
re Aktiengeselischaft International Limited Bankkommanditgeselischaft Limited”. 


Caisse Centrale des Banques Populaires » Cazenove &Co. `- CIBC Limited Citicorp Capital Markets Group. Cläriden Bank Commerzbank 
Compagnie de Banque et d'Investissements,CBI Continental Illinois Capital Markets Group _ Copenhagen Handelsbank A/S County Bank Limited 
Crédit Agricole Crédit Commercial de France Crédit Industriel d’Atsace et de Lorraine Crédit Industriel et Commercial Crédit! da Nord: 


Creditanstalt-Bankverein Dai-Ichi Kangyo International Limited Daiwa Europe Limited Den Danske! Bank Den norske Creditbank 


Deutsche Girozentrale DG Bank Dillon, Read Overseas Corporation Dominion Securities Ames: Dresdner Bank 
Deutsche Kommunsibank- Deutsche Genossenschalisbank Aktiengeselischaft 


IB: fe w Enskik ti E CI Limited - 
Drexel surnam Lambert Efi lectenbank-Warburg qenski ida Securities. ‘uromobiliare European Banking Company First hicago ited 


Genossenschaftliche Zentralbank AG Girozentrale und Bank der Österreichischen Sparkassen Goldman & Sachs International Corp. .Gdtabanken 
Vienna Aktiengesellschaft 


Gulf International Bank B.S.C. . Hambros Bank Limited Handelsbank N.W. (Overseas) Ltd. Henriques Bank Hessische Landesbank 
teselskab < ©- intrale— 
Hill Samuel & Co. Limited E.F Hutton & Company IBJ International Limited Istituto Bancario San Paolo di Torino Kansallis-Osake-Pankki 
(London) Limited 


Kidder, Peabody International Limited ; Kleinwort; Benson Limited Kredietbank N.V, Kredietbank S.A. Luxembourgeoise 
Kuwait Foreign Trading Contracting & Investment Co. {S.AK.} Kuwait Investment Company (S.A.K.} cena erro i 
aaa Sehlenwig-Holstein <: Lazard Brothers & Co. Limited Lloyds Bank International Lombard Odier Intemational S.A. + 
LTCB International Limited Manufacturers Hanover Limited McLeod Young Wei eir International Merck, Finck & Co. - Merrill Lynch Capital Markets 
B. Metzler seel. Solin & Co. Mitsubishi Finance International Limited Mitsubishi Trust & Banking Corporation (Europe) S/A. 
Mitsui Finance Europe Limited Samuel Montagu & Co. Limited s Morgan Grenfell & Co. Limited Morgan Staniey International 

: The National Bank.of Kuwait S.A.K. The National al Commercial ‘Bank Nederlandse Credietbank n.v. The Nikko Secutities Co., {Europe} Ltd. 
Nippon Credit International (HK) Ltd Ntra. Inieenátonii Limited Norddeutsche Landesbank Sal. Oppenheim jr. & Cie. 
Osterreichische Landerbank Orion Royal Bank Limited Pictet International Limited Pierson, Heldring & Pierson N-V. Postipanikki 
Privatbanken A/S Prudential Bache Rabobank Nederland Richardson Greenshields of Canada (U.K.} Limited Rothschild Bank AG. 
L. F. Rothschild, Unterberg, Towbin N. M. Rothschild & Sons Salomon Brothers International Limited Sanwa Bank {Underwriters} 


J. Henry Schroder Wagg& Co. Limited Smith Barney, Harris Harris Upham & Co. Société Générale de Banque S.A. Sparkassen SDS Strauss, Turnbull & Co. 
Sumitomo Trust International Limited Svenska Handelsbanken Group SwedBank Uebersee Limited Union Bank of Finland Ltd 


Union de Banques Arabes et Francaises-U.B.A.F. p Verband Schweizerischer Kantonalbanken Vereins- und Westbank 
M. M. Warburg-Brinckmann, Wirtz & Co. S. G. Warburg & Co. Ltd. Wardley Westdeutsche Landesbank Girozentrale 
Dean Witter Reynolds Overseas Ltd. Wood Gundy Limited Yamiaichi International (Europe) Limited Yasuda Trust Europe Limited 


April, 1984 


















































































These securities were offered and sold outside the United States. 
This announcement. appearsas a matter of record only. 






USS. $100,000,000 ~ 


















The Kingdom of Denmark 


12% Notes Due 1991 


Lehman Brothers Kuhn Loeb 


International, Inc. 


Manufacturers Hanover Limited Algemene Bank Nederland N N. V. 
Banque Bruxelles Lambert S.A. Banque Nationale de Paris Barclays Bank Group 
Commerzbank County Bank Limited Crédit Commercial de France 


Aktiengesellschaft 


: -Creditanstalt-Bankverein Deutsche Bank Enskilda Securities 


Aktiengesellschaft . Skandinaviska Enskilda Limited 


Lloyds Bank International LTCB International Limited 
Merrill Lynch Capital Markets Mitsubishi Finance International Limited 
‘Samuel Montagu &Co.Limited Morgan Grenfell & Co. Limited Morgan Guaranty Ltd 
_ Nippon Credit International (HK) Limited Nomura International Limited 
: - Orion Royal Bank Limited Salomon Brothers International 
Smith Barney, Harris Upham & Co. Société Générale Svenska Handelsbanken Group 
_ Swiss Bank Corporation International Limited Union Bank of Switzerland (Securities) 


Limited 


s. G. Warburg & Co. Ltd. Westdeutsche L; Landesbank 


Girozentral 






Yamaichi International (Europe) Limited , 
: = Den Danske Bank Privatbanken A/S Capii a Handelsbank A/S 






af 1871 Aktieselskab 





“These securities were offe sold outside the United States. 
This announcement appears as a matter of record only. 


U.S. $250,000,000 














Azienda Autonoma delle 


Ferrovie dello Stato 


Floating Rate Notes Due 1999 
(Redeemable at the Option of Noteholders in 1992 and 1994) 


By virtue of existing legislation 
direct and unconditional general obligations of 


The Republic of Italy 






















Lehman Brothers Kuhn Loeb 
Banc Commerciale Italiana Banco di Roma Bank of Chi . a 
| Bankers Trust International Lithited’ Banque Bruxelles Lambert $ 
Banque Indosuez Banque Nationale de Paris Banque Pari 


© Barclays Bank Group _ Chase Manhattan Capital Markets Group 


Citicorp International Bank Limited Commerzbank ` Crédit Lyonnai 


Aktiengeselischaft 






Daiwa Europe Limited European Banking Company _ IBJ International Limite | 
Istituto Bancario San P olo di Torino Kidder Peabody International Limited 


Manufacturers Hanover Limi 





Mitsubishi Finance International Limi ed 
E Eh Mitsubishi Trust & Banking Corporation (Europe) S.A. 
1 Samuel Ménitagt & Co. Limited Morgan Grenfell & Co. Limited 
d : Morgan Guaranty Ltd Salomon Brothers International Société Générale 
S. G. Warburg & Co. Lt 










I| Sumitomo Finance International 
















arry Truman’s victorious campaign trail 

nst Dewey in 1948. All too many 
= politicians like to compare themselves 
with plain man’s Truman. The point that 

Mondale was making in his homely 
nd of way was that Truman came from 
behind to win. Mr Hart might think that 
this applied to him and the San Francisco 
convention; Mr Mondale’s eyes were on 























— But will it still love 
m in November? 




































mocratic presidential nomination. It 
as also sent him some discouraging sig- 
als about his prospects for forcing Presi- 
t Reagan out of the White House. 
Conservative candidates cut from Reagan 
cloth triumphed on both the Republican 
nd Democratic sides in Texas’s senate 
naries on May Sth. Further, the sup- 
Mr Mondale sought from Texas’s 
= large Mexican-American population in 
_ the Democratic presidential caucuses on 
_ the same day turned out to be less fervent 
than he had hoped. 
Texas Democrats are a conservative 
ed who wear their party label loosely 
ugh these days to allow themselves to 
avour a Republican without many 
ualms. So Mr Mondale did well to 
ominate the caucuses against Senator 
Gary Hart, who was, on the face of it, 
more in tune with the state’s free-enter- 
ise spirit. Mr Hart had hoped that 
‘exas would serve as his western revival 
base. Yet Mr Mondale won more than 
half the delegates put to the vote in 
Texas, whose 200-strong delegation to 
he Democratic convention outnumbers 
Il except California’s and New York’s. 
r Hart and the Rev. Jesse Jackson won 
% and 15% of the Texas delegates 
pectively. 
For Mr Mondale, translating a strong 
cus showing into a winning perfor- 
mance against Mr Reagan in the Novem- 
r election in Texas seems a tough 
proposition, yet a critical one. No Demo- 
has won the presidency without car- 


the succession to Senator John Tower, 
‘exas’s retiring senior senator, must also 
ave caused Mr Mondale some concern. 
In Representative Phil Gramm’s sweep- 
g victory in the Republican primary, Mr 
ondale witnessed the vote-pulling pow- 
er of a Reaganite Republican (see box). 
He also saw a “boll weevil” Democrat, 
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After Tower 

AUSTIN 
Representative Phil Gramm has somer- 
saulted to success in Texas. His switch 
last year from the Democratic to the 
Republican party has brought him fame, 
funds and the gratitude of President 
Reagan. Mr Gramm, a man of ten-gallon 
self-confidence, won the Republican pri- 
mary for retiring Senator John Tower’s 
seat in Washington with such surprising 
ease that he spared himself the bother of 
further sparring against Republican ri- 
vals. His 72% far exceeded the simple 
majority he needed to avoid a Republi- 
can run-off and put him without more 
ado into a battle against a Democrat in 
November. 

Few candidates for the senate are 
more richly armed. The eyes of Texas 
business are upon him, its collective 
pocket wide open. That is because Mr 
Gramm’s political fate now seems closely 
tied to Mr Reagan’s. Senator Tower, 
who shocked Texas last year by deciding 
to retire after 23 years in the senate (he 
took over Lyndon Johnson’s old seat), is 
the Republican party’s sole statewide 
office-holder. Holding on to his seat is a 
priority for the national Republican par- 
ty and for the Reagan White House. The 
Democrats, by winning it, could be on 
their way to recapturing the Republican- 
held senate in November. 

Despite his recent Democratic affili- 
ation, Mr Gramm, who is 41, seems to 
see himself as a Reagan surrogate now. 
Were another Texan, Mr George Bush, 
not already doing the job, he would run 
almost as if he were Mr Reagan’s vice- 
presidential partner in the state. Not that 
Mr Gramm, a native of Georgia and a 
former professor of economics, resem- 
bles the president. Owlish-looking, he 
can be harsh and abrasive. 

There is an engaging sense of energy 
about him, however. During the prima- 
ry, he ran commercials showing Mr Rea- 
gan praising him to the skies. This infuri- 
ated his Republican rivals, the moderate 
Mr Rob Mosbacher, a Houston oilman, 
and the ultra-conservative Mr Ron Paul, 
a congressman. They complained that 
the president’s flattering remarks were 
wrongly presented as an endorsement. 
Mr Reagan had, in fact, made them 
three years ago when Mr Gramm was 
still a Democrat. 

The pre-conversion Mr Gramm be- 
came a White House favourite for his 
sterling service to Reaganomics. He 
championed Mr Reagan’s tax-cutting 


Representative Kent Hance from conser- 
vative west Texas, fare so well in the 
Democratic primary for Mr Tower’s seat 
that he could become the national Demo- 
cratic party’s incongruous local champion 
in Texas this year. 

Mr Hance scored by vehemently reject- 





programme in the house of representa- 
tives, which he first entered in 1978. 
Soon he became so friendly with the 
Reagan administration that his Demo- 
cratic colleagues in the house punished 
him for it. They took the unusual step of 
stripping him of his place on the house 
budget committee when it transpired 
that he was leaking the Democratic-run 
committee’s secrets to the White House. 

Mr Gramm’s combative response was 
to resign his Democratic seat in con- 
gress—and then to winit straight back asa 
Republican in a special election last year. 
His slogan is: “Vote for what Ronald 
Reagan and I offer”. The pair are arrang- 
ing to run more or less a joint campaign in 
Texas for November’s election. 

The risk in Mr Gramm’s approach is 
evident in the story of Mr John Connal- 
ly, another celebrated Texas party- 
switcher. After ruling the state as its 
powerful governor during the 1960s, Mr 
Connally, a great favourite with the oil 
and business community, turned Repub- 
lican in 1973 and twice sought his new 
party’s presidential nomination. He got 
nowhere. Other rich Texans, reared in 
the one-party Democratic tradition, did 
not imitate his transfer. Charges of polit- 
ical betrayal hung around Mr Connally, 
as they may around Mr Gramm. 

Mr Gramm will not know the identity 
of his Democratic opponent for some 
time. Last week’s Democratic primary 
for the senate seat was tightly contested. 
Mr Bob Krueger, the favourite, came a 
close third, so Mr Gramm’s ultimate 
opponent will be either Representative 
Kent Hance, who is about as conserva- 
tive as he is, or a state senator, Mr Lloyd 
Doggett, an uncompromising liberal. 

























































Gramm has a hot line to Reagan 





ing a proposed amnesty for many thou- 
sands of Mexicans who have settled ille- 
gally in Texas. Illegal immigrants suit 
many businessmen nicely, as they are a 
source of cheap labour. But the Hispanic 
community, now accounting for 21% of 
Texas’s population, felt aggrieved by Mr 
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Hance’s campaign. It would be next to 
impossible for Mr Mondale, who is popu- 
lar with Mexican-Americans, to fight 
alongside Mr Hance in Texas. 

All this does not sound the death knell 
for Mr Mondale’s own liberal candidacy 
here in November. It does mean, howev- 
er, that he must at the very least attract an 
increased outpouring of black and His- 
panic votes in the state if he is to edge Mr 
Reagan out. Indications from the caucus- 
es were that Texan blacks, spurred on by 
Mr Jackson, did indeed take part in 
record numbers. But Mexican-Ameri- 
cans, a far larger minority than the 13% 
black population, did not respond with 
matching fervour to the Mondale call. 

In the Rio Grande valley, where His- 
panics predominate, the caucus turnout 
was light. To be sure, Mr Mondale got the 
bulk of the Hispanic vote. He made a big 
personal effort in the economically-de- 
pressed valley and in San Antonio, where 
Mr Henry Cisneros, the capable mayor, is 
his Hispanic sparkplug for the Texan 
campaign. But if the Democratic party is 
to drive Mr Mondale into the White 
House, it will not only have to work 
harder to achieve its voter-registration 
goals among Hispanics, but get those who 
are already registered to the polls. 

It was pure organisation that won Tex- 
as so convincingly for Mr Mondale in the 
caucuses. He was hardly an ideal candi- 
date for local tastes. He is a friend of 
neither oilmen nor entrepreneurs but, 
fortunately for him, these powerful peo- 
ple do not monopolise the local Demo- 
cratic party. Party activists who run the 
caucuses tend to be liberals. 

Perhaps Mr Mondale’s chief weakness 
in Texas is his old association with Presi- 
dent Carter, so Mr Mondale was shaken 
when Senator Hart unkindly blamed him 
for America’s “days of shame” during the 
Iran hostage drama. Mr Hart’s charge 
that Mr Mondale would heap further 
foreign-policy weaknesses on the presi- 
dency drew close press attention in Texas, 
where keeping communism in check is 
something of a priority. 

The preliminaries that took place in 
Texas last week brought one sign that Mr 
Mondale is considering playing a card 
that could upset Mr Reagan’s western 
stroll. A conservative who came out in Mr 
Mondale’s support was Senator Lloyd 
Bentsen, the state’s influential junior sen- 
ator. Mr Bentsen was well aware that his 
eleventh-hour gesture would deepen 
speculation that he might be Mr Mon- 
dale’s running-mate. Stopping Mr Rea- 
gan in Texas however, would probably 
take more than the Bentsen name. It 
would take the collapse of all sympathy 
for the president among the state’s Mexi- 
can-Americans, who gave him almost 
40% of their vote in 1980. 
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Olympics 


A gold for 
belt-tightening 


LOS ANGELES 


The Los Angeles Olympics have always 
promised to be an unusual affair, if only 
because they are the only games ever 
staged by a private committee rather than 
a city. This arrangement was the result of 
a widespread public antipathy to the 
project that nearly frustrated the city 
fathers’ attempts to win the games in the 
first place. In 1978, in fact, the voters 
passed an amendment to the city charter 
prohibiting the expenditure of local tax 
dollars on any Olympic activity. 

Such obstacles were circumvented by 
the creation of a private Olympic organis- 
ing committee, which was assigned both 
the power to raise revenues and the 
liability for spending them. The commit- 
tee even promised to reimburse the city 
for security, transport and other costs it 
cannot recoup from a half-cent hotel tax 
and a 6% surcharge on. all Olympic 
tickets. 

The private group is headed by a for- 
mer businessman, Mr Peter Ueberroth, a 
kind of counting-house Cincinnatus, 
whose keen—some would say ruthless— 
stewardship has already won him not only 
a place in the contemporary capitalist 
pantheon alongside the chairman of 
Chrysler, Mr Lee Iaccoca, but also the 
sought-after commissionership of major 
league baseball when the games are over. 
Mr Ueberroth and his associates, who 
include many of Los Angeles’s leading 
business and legal figures, calculated that 
since the city’s existing wealth of sports 
facilities made huge capital investment 
unnecessary, they could raise enough 
money through the sale of television 
rights and commercial sponsorships to 
put on the games at a profit. They were 


Too dangerous for the Russians 


AMERICAN SURVEY 


right and, barring some additional disas- 
ter, they may still be so. 

However, if the Russians carry through 
their intention to bypass the Los Angeles 
Olympics—and take their east European 
and Cuban allies with them (see page 
34)—the damage to the games’ sporting 
quality will be insurmountable, more seri- 
ous in fact than the American-led boycott 
of the 1980 Moscow games. Of the 24 
medal and two demonstration sports to be 
contested in Los Angeles, only the eques- 
trian events, field hockey and swimming 
will be unaffected by the Soviet withdraw- 
al. Other events, such as canoeing, gym- 
nastics, weight-lifting and wrestling, are 
traditionally dominated by the commu- 
nist countries. Š 

Even without Russian and East Ger- 
man competitors, the men’s track and 
field schedule may prove interesting, es- 
pecially for Americans who are hoping to 
see Carl Lewis duplicate Jesse Owens’s 
1936 sweep of four gold medals. The 
quality of women’s track and field compe- 
tition, however, will be drastically re- 
duced, since Soviet and east European 
athletes were favoured in all but two 
events. 

On the financial side, what was once 
seen as penuriousness now begins to look 
like prudence. Mr Ueberroth has said 
privately for some time that he thought 
there was a reasonable chance the Rus- 
sians would boycott the games. He has 
prepared for just such an eventuality. 
Some 3m of the 4.9m available Olympic 
tickets have already been sold, and the 
takings from those need not be returned 
unless the games themselves are can- 
celled. Similarly, the city of Los Angeles 
has already received $12.6m of the $16m 
is expects to collect from its hotel tax and 
ticket surcharge. More important, by 
signing up commercial sponsors and con- 
cluding a television contract early in the 
process, the committee has built up what 
is thought to be a comfortable financial 
cushion—comfortable enough, the hope 

















ust be, to protect it from the Russians. 
-~ Mr Ueberroth has put the size of that 
cushion at $15m. Others suggest it is 
ger. Whatever the facts, Mr Ueber- 
-roth has vowed to “accordion downward” 
he committee’s expenses so as to finish 
the games with the surplus he and other 
Divmpic officials have always promised 
th ey could achieve. 

The largest chunk of income, the 
5m the American Broadcasting Com- 
pany paid for the rights to televise the 
mes, is likely to be reduced by about 
0m when ABC exercises the “down- 
ard arbitration” clause that was written 
- into the contract to protect the network 
_ against a boycott. ABC has already sold 
28m of the $440m in commercial time 
ailable during the 187} hours of live 
oadcasts it plans from the games. Some 
0-second spots have gone for as much as 
$260,000. But if ratings suffer as a result 
e Soviet pullout, ABC may have to 
pensate its advertisers with additional 
commercials later in the year. The 
ork, however, is thought to be pro- 
d against even that eventuality by a 
00m insurance policy. So the games will 
on solvently, if ingloriously. 

















nst the seven makers of Agent Or- 
inge has been settled without its day in 
. Five men, speaking for all their 
ows in what is called a class-action 
uit, were to testify that their health, and 
t of their wives and children, had been 
maged by Agent Orange, tainted by 
dangerous chemical dioxin, which was 
ayed on Vietnamese forests—and on 
\mericans as well as Vietnamese. But 
yefore the jury could be chosen, their 
ers announced that they had accept- 
an offer from the companies to set up a 
80m fund for all the men and their 
nilies. If the fund lasts as long as it is 
ected to, 25 years, even unborn chil- 
n will be covered. 

Dioxin is lethal to many animals and 
maging to their offspring, but it has yet 
be proved that in small quantities—and 
quantities in Agent Orange were 
emely small—it causes serious illness- 
or defects in human beings. The only 
tu idy large enough to show whether men 
rving in Vietnam suffered more cases of 
er cancer, skin cancer and circulatory 
»blems than those who never served in 
etnam will not produce its findings for 


Lhe plaintiffs naturally say that the size 
of the settlement is an admission of gii 
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Not the end ia: this sutferer 


ity. The companies naturally argue that it 
is nothing of the kind and that they settled 
only to avoid heavy legal costs. But there 
were other good reasons for the compa- 
nies to avoid a trial. Bad publicity was 
one. Another was the risk that a jury’s 
judgment would be swayed by the sight of 
suffering men and handicapped children. 
Judge Jack Weinstein of the district court 
in Brooklyn had briskly rejected the de- 
fendants’ request that the case should be 
heard without a jury. 

He also decided that if the case went 
against the companies, all should share in 
the blame, since it was impossible to tell 
whose canister contained the dioxin that 
had done the damage. (Normally a plain- 
tiff must prove which company’s product 
caused his injuries.) Lastly, the compa- 
nies were well covered by insurance. 
Three of them expect to have all their 
costs met and the fourth will have two 
thirds of them covered. 

One party to the suit which may not get 
off under the settlement is the federal 
government. There is a law that says 
servicemen may not sue the government 
for injuries they suffered during their 
service. But wives who have miscarried 
and children with birth defects are not 
covered by the law. They may sue. And 
the settlement makes it clear that the 
companies (or, presumably, their insur- 
ers) may sue the federal government to 
recover the cost of compensating them. 
Two have said they will do so. 

One of the arguments that the compa- 
nies would have used had the case gone to 
trial was that they had simply followed 
the government’s specifications and had 
no responsibility for the careless way 


Agent Orange was used. The house of ` 


representatives also feels that the govern- 
ment bears some of the responsibility. In 
January, it passed a bill authorising dis- 
ability benefits for Vietnam veterans who 
suffer from one or more of the three 
diseases associated with Agent Orange. 
The sponsor of the bill thinks that this 
week’s settlement, far from relieving the 


- government of the obligation to act, 


should underline the need for it to do so. 
The bill is now before the senate. 


Minnesota 





Moderates caught 
napping 


MINNEAPOLIS 


Moderation, clothed in earnest civility, 
has long been the accepted garb of Min- 
nesota’s politicians, regardless of party 
affiliation. Democrats and Republicans 
alike in this northern farming state have 
accepted the “moderate”? label with 
pride. But now it is turning into a stigma 
within the state’s Republican party. 

Newcomers from the religious right 
captured control of many of the party’s 
caucuses and legislative district conven- 
tions earlier this year. They are now 
moving in on the congressional district 
conventions. Their aim is to control the 
party’s state convention, which will meet 
in June in Minneapolis. To these conser- 
vative Christians, a ‘‘moderate” is not 
much better than a “liberal”. 

Minnesota’s new extreme right is a 
loose but zealous coalition of Protestant 
fundamentalists and economic right- 
wingers. They appear to have in common 
a horror of the equal rights amendment, 
homosexuality, the constitutional barrier 
to school prayer, high taxes, sex educa- 
tion in schools and the theory of evolu- 
tion. Their strongest bond is support for a 
constitutional ban on abortion. But being 
pro-life (that is, against legalised abor- 
tion) is not always enough. The test at 
one local convention was whether pro- 
spective delegates were really born-again 
Christians. Old-guard Republicans com- 
plain that the newcomers are setting ideo- 
logical tests designed to exclude Jews, 
homosexuals and agnostics, not to men- 
tion atheists. 

At one congressional district conven- 
tion on May Sth Minnesota’s most promi- 
nent woman Republican, Mrs Nancy Bra- 
taas, who is a state senator and defends 
legalised abortion, was branded a danger- 
ous radical feminist. Not surprisingly, she 
failed to win endorsement for a seat in the 
federal house of representatives. Howev- 
er, in September’s primary she will run 
against Mr Keith Spicer, the newcomer 
who was endorsed. Mr Spicer is a self- 
styled fundamentalist. 

The speed with with the newcomers 
have begun to win control of Minnesota’s 
Republican party suggests that the old 
guard was caught napping. One of Minne- 
sota’s two Republican senators, Mr Dave 
Durenberger, blames President Reagan 
for opening up the party to infiltration 
from the fundamentalist new right. Since 
he also supports legalised abortion, Mr 
Durenberger is probably lucky he does 
not come up for re-election until 1988. 












Conservative and Innovative 


Republic gives you the best of both words. 

For example, we've conserved and protected our customers’ 
deposits by building a ‘capital base that passed $1 billion at March 31, 
1984. Our capital-to-deposits and capital-to-loans ratios and our 
return on total shareholders’ equity are among the best in banking. 

But we've built more than excellent ratios. We've built an enviable 
reputation for fresh ideas and fast response to client needs world- 
wide. The combination has helped make us one of the fastest 
growing banks in the country. In terms of deposits, we're now the 
23rd largest bank in the country. 

Find out how Republic could work for your company. For our 
latest quarterly statement and other information call or write 
Jean-Pierre Diels, Vice President, Republic National Bank 
of New York, 452 Fifth Avenue, New York, NY. 10018, (212) 930-8692. 
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convention & incentive 
travel advice. 
e 






Unbiased opinions 
— as long as it’s Denmark. 






50% more Danish Kroners 
to the £ since 1978. 


Wide range of superb venues. 
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English widely spoken. 






Absolutely wonderful 
Copenhagen. 
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Easy access to Denmark 
by sea and air. 
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e 
Sparkling evening 
entertainment. 
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OKO? POOR 
tee Lee 





. 
Plenty of 
smørrebrød, snaps & success. 
. 






Big hearted welcome. 
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Please send me your brochure on incentive travel and conventi 
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in London: 169/173 Regent St. London WIR 8PY Tel: 01-734 2637 


6D Vesterbrogade, 
DK-1620 Copenhagen V, Denmafk. 







Britains answer to 
the Krugerrand 


THE NOBLE. 








One troy ounce of solid Platinum 
— at little more than bullion price 


Y ROYAL ASSENT 


Britain’s Isle of Man Treasury 


has issued a new legal tender 
Bullion Coin to rival South Africa’s 
Krugerrand as today’s most 
attractive investment in precious 
metals. Minted from one troy 
ounce of 99.95 Fine Platinum, the 
new Noble is internationally 
recognised as a true Bullion Coin, 
and is priced, at little more than 
the daily rate fixed by the 
London Platinum Quotation. 
Ayrton Metals Ltd, and other 
authorised distributors, apply a 
minting and handling premium 
comparable to those applied to 
Krugerrands 
Not surprisingly, the new 
Noble is already an outstanding 
success in Europe, where leading 
Swiss financial advisers have 
long been advocating that a 
minimum of ten percent of 
capital be put into tangible, 
tradeable bullion assets. 
An outstanding dollar 
commodity for capital 
growth 
The Noble is traded 
internationally, and quoted in 
U.S. Dollars; (as well as local 
currencies) in the national press 
and on T.V. data services. 
Platinum is a dollar commodity, 
so this offers valuable protection 
against a falling £. In recent 
years, Platinum has performed 
well in the market, and with 
world demand (notably in the 
automotive and other high 
technology industries) rising 
steadily, the outlook for capital 
growth looks particularly 
promising at this time. Obviously 
latinum prices can fluctuate in 
the short term, but because 
production costs are high, prices 
are cushioned against falling to a 
level too low to maintain a viable 
mining and refining operation. In 
fact, with the total output 
reaching the Western World at 
barely 70 tonnes a year (less than 
one fourteenth that of gold) a long- 


term surplus of Platinum is 
unlikely. 

The growth that has seen the 
new Noble appreciate by 5.3% in 
only three months seems poised 
at least to continue, if not to 
accelerate. 

Unlimited Buy-Back 
Guarantee 

Because the Platinum Noble is 
an official Manx Government 
legal tender issue, accepted in 
financial markets worldwide, 
Ayrton Metals Ltd guarantee to 
re-purchase Nobles, at any time, 
at not less than the full Platinum 
market price. 

How to buy at the right price 

At present there are no 
government restrictions on the 
sale of Nobles, and you or your 
clients are free to buy and hold as 
few, or as many, as you wish. 
Coins purchased and held within 
Great Britain are, of course, 
subject to VAT but you may, by 
arrangement with Ayrton Metals 
Ltd, have Nobles held for you in 
the Charterhouse Japhet vaults ir 
Jersey, where VAT does not 
apply. Other Tax considerations 
are fully explained in the 
Price and Tax Guidegy 
included in the ‘ 
Free Information 
Pack available 
on request. 


FORATHIS= =< A 
FREE A 
INFORMATION PACK 


which will include details of 
our special introductory offer 
and all the detailed 
intelligence you need to assist 
your own appraisal of this 
important new investment 
opportunity, please write to 
IL.O.M. Government, 

c/o Ayrton Metals Ltd, Dept.71, 
30 Ely Place, London, 

ECIN 6RT, or telephone 


@ 01-404-0970 


Telex: 883908 
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The traditional triple alliance of railway- 
men, miners and steelworkers was limp- 
ing this week as the miners’ strikes en- 
tered their tenth week (longer than those 
of 1972 and 1974). About 40 Nottingham- 
shire and Midlands pits worked on, and 
railmen allowed nearly all the coal they 
roduced—350,000 tonnes a week these 
eo reach the big Midlands power 
tations. British Rail has been ultra-con- 
ciliatory with those drivers who refuse to 
move coal or cross picket lines, but BR 
bosses are growing nervous that their pay 
row with the rail unions could lead to the 
two rows escalating jointly. 

The mineworkers’ president, Mr Ar- 
thur Scargill, still claims the power sta- 
tions have only eight weeks’ stocks; the 
government says they have enough for 
several months. Unless the coal board, 
the electricity industry and British Rail 
are all lying in their teeth, there does 
seem to be about 22 weeks’ worth of coal ` 
_at power stations. The Nottingham sup- 
plies can stretch that over 30 weeks, so 
long as the railways can move them. 

The miners turned their attention this 
week to the steelworks of Ravenscraig in 
Scotland and Llanwern in Wales. At both 
they tried to stop production by getting 

ailwaymen not to run trains carrying 

king coal. The Welsh miners backed 
off; the Scottish plant was kept open by 
police and by obliging lorry-drivers who 
ran road convoys of coal in from the 
terminal on the coast at Hunterston. The 
steel unions are increasingly angry that 
Mr Scargill’s bid to show his muscle by 
shutting Ravenscraig could prompt the 
definitive closure of that unneeded steel- 
works, which even Mr Ian MacGregor 
could not achieve before he left British 
Steel for the coal board. j 

In his Yorkshire heartland, there were 
signs of trouble for the man some local 
miners still call Yon Bugger Scargill. At 
the Wistow pit only the heavy hand of the 
area NUM boss stopped a round-robin 
seeking a return to work. And at Man- 
ston—over the border in Nottingham- 
shire, but coming under the Yorkshire 
area of the NUM—miners called a special 
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Cripple alliance 


branch meeting for May 11th, hoping to 
get a vote to return to work. 

One of Mr Scargill’s main hopes is that 
a worsening rail pay row may add an 
unpredictable element to the miners’ dis- 
pute. On May 11th the National Union of 
Railwaymen and the drivers’ union, As- 
lef, were meeting to rubber-stamp plans 
for an overtime ban and a halt to rest-day 
working after their rejection of BR’s 4% 
pay offer. BR’s chairman, Mr Bob Reid, 
who is sickened by the £5m a week that 
the miners’ strikes are costing him, is 
hinting that he will withdraw even his 4% 
pay offer unless the unions agree to 
accept three outstanding productivity -is- 
sues left over from the settlement of the 
1982 rail strikes. When the rail unions 
confirm their plans to cause considerable 
disruption (the railways depend heavily 
on overtime and rest-day working) his 
hint could become a threat. 

The NUR is more affected than the 
Aslef drivers by BR’s plans to drop 
guards from passenger and freight trains; 
but both unions are restive about the job 
cuts of 22,600 since 1980, and about plans 
for more. The NUR’s left-wing leader, 
Mr Jimmy Knapp, is bound by its last 
conference not to negotiate pay along 
with productivity. So a compromise looks 
unlikely before this year’s conference in 
June. By that time the rail unions’ mili- 
tancy will be affected one way or another 
by the state of the coal dispute. Were 
Nottinghamshire miners surprisingly to 
join the strike, the rail network could be 
paralysed along with the mines as the two 
tried to go for broke. 


Interest rates 


The City rules 


Seldom can British bankers have been 
slower to charge their customers more. 
Although money market rates had been 
rising for almost two months, the London 
clearing banks waited until May 9th to 
raise their base rates. The increase—half 
a point, with two banks at 9%, two at 
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lice constable Yvor 

Fletcher need to die? That is the 
question that will haunt the gov: a £ 
ernment over the coming | 
weeks, as the story of the Liby- | 
an embassy siege refuses to g 
away. H 

Some people have always | 
said that a life might have been | 
saved. But they based their | 
case on talk about intercepts of | 
Libyan telegrams. So the gov- | 
ernment could, and did, er | 
pan quite truthfully—the 

ull disclosure would prejudice 
intelligence souces. 

Now there is more. At thi 
week’s inquest on Miss Fletch- | — 
er’s death, evidence was given | — 
that a workman placing barriers | — 
in St James’s Square was told | 
by Libyans that there were guns | — 
in the embassy, and that there | 
would be fighting. That mes- |- 
sage was, apparently, passed t 
the police, who, 5 ag di 
not take it seriously. x 

More revelations followed. | 
Forensic evidence was given i 
that two guns—not one—were |- 
fired, and the court heard that ; 
woman in an office overlookin 
the square felt what sh 
thought was a stone hit her | 
forehead. It was a bullet. ; 

The police authority for Lon- | — 
don is the home secretary, Mr | | 
Leon Brittan. He received plau- | — 
dits for his cool handling of the | — 
siege. The questions are going | — 
to become hotter now. 


Did 
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%—was the first for 16 months. It came 
although the government’s two chosen 
measures of the money supply were neat- 
‘ ly on target. 

Why the rise? Higher American inter- 
_ est rates (see page 86) were only partly to 
E _ blame. The treasury and the Bank of 


veighted rate, which was only 1% lower 
an when the banks cut their lending 
ates at the time of the March budget. 
_ The City’s bigger worry was what the 

- Bank of England had to do in the gilt- 
_ edged market to hold down monetary 
growth. Commercial bank lending to the 
_ private sector has been booming—in 
April it rose by £1.5 billion, after rising 
only £13.7 billion in the whole of the 
financial year 1983-84. As the private 
sector’s demand for loans is particularly 
insensitive to higher interest rates, its 
expansionary effect on sterling M3 has to 
be offset by the government ‘“‘overfund- 
eee selling more gilts than it needs to 
finance its own borrowing. 
i In 1983-84 the Bank of England over- 
= funded by roughly £1 billion, but sterling 
M3 still rose by 9.8%. This year, 1984-85, 
the target range for growth in sterling M3 
a is 6-10% , so the City reckons the govern- 
“4 ment will need to overfund even more to 

hit it. That means selling plenty of gilts, 
_ which is just not happening. 
= Inthe April banking month, the public- 
sector borrowing requirement was £1.8 
billion; the government sold only £1.3 
billion of gilts to the non-bank private 
sector. The current banking month ends 
on May 16th; by May 9th, very few gilts 
had been sold. A vicious circle had devel- 
oped: the City, reluctant to buy gilts if 
= monetary growth looked like being 
= strong, thus ensured that it would be. 
For half an hour after the April money- 
_ supply figures were announced, it seemed 
a that they could break the circle. Sterling 
_ M3 rose by a provisional 4%, for an 
annual rate of growth in the past six 
months of 72%. MO, the narrow measure 
now targeted by the government, was 
= unchanged in April and had risen at an 
= annualised 4% in the past six months. Its 
= target range for 1984-85 is 4-8%, so it 
gave no cause for alarm. 

The City soon realised, however, that 
the figures were less benign than they 
looked. The most unpredictable bits of 
sterling M3—external currency move- 
_ ments and the net non-deposit liabilities 
i Ey. of the banks (eg, increases in sharehold- 
} k ers’ funds)—had reduced its growth by an 
= unusually large £1.6 billion. City econo- 
= mists guess that these components will 
reduce the rise in sterling M3 by only £4 
= pillion-5 billion in the whole of 1984-85, 

so they did not see April’s small rise as the 
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start of a slower trend. Back, therefore,- 


to basics: to do its overfunding the gov- 
ernment has to sell more gilts; the market 
would oblige only if interest rates were to 
rise. On Wednesday, rise they did. 


Nurses’ pay 


Even angels need 
bread 


Mrs Thatcher’s announcement that she 
will sit on the findings of the nurses’ and 
midwives’ pay review body for a while yet 
could be good news, of a sort, for nurses. 
One theory says they will—as it recom- 


Or you could always starve them 





mended—eventually get an increase at 
least double the 3% public-sector pay 
guideline, once the current pay skirmish 
with teachers and white-collar civil ser- 
vants has simmered down. 

Health service unions argued before 
the review body in February that a third 
of nursing staff earned less than £100 a 
week and that a 20% rise was needed to 
get back to the kind of comparability with 
other white-collar workers enjoyed in 
1974. And the Royal College of Nursing 
(which is not affiliated to the TUC, does 
not strike, and does not much like being 
bracketed with the other unions) asked 
for an extra 10% for some higher grades 
of nurses. But comparability and indexa- 
tion will have nothing to do with it if the 





Please don’t come back 


Health service managers, it seems, do 
not even fade away. Mr Norman Fowler, 
the social services secretary, has had to 
tell the NHS to sack managers it re- 
employed after they had taken early 
retirement. The NHS has taken back 147 
managers who first left it during the 1982 
management reorganisation that 
scrapped area health authorities. To en- 
courage them to go, the government 
approved enhanced premature retire- 
ment terms that increased the standard 
lump-sum gratuity by an average of 
£3,600 to £14,600 and a pension by an 
average £1, 200 to £3,470 a year. 

Health authority bosses had reckoned 
that barely 400 managers would accept 
the incentive to leave early. In the event, 
some 3,000 quit, leaving the authorities 
little choice but to pay up and then take 
on their former staff again on contract. 





Instead of costing £8.6m, as the depart- 
ment of health and social services 
(DHSS) had originally estimated, the 
premature retirement scheme cost £54m. 

Of the 98 re-employed managers still 
at their desks, Mr Fowler has said that 32 
must be sacked by the end of June to be 
followed by another 27 later. A further 
22 will go as their re-employment con- 
tracts expire over the next few months. 
The position of the remaining 17 is still 
under review. In January, ahead of a 
critical hearing of the house of commons 
public accounts committee, Mr Fowler 
asked the regional health authorities to 
justify each re-employment individually. 
Now, to forestall any further embarrass- 
ment, the DHSS has told the regional 
health authorities that they cannot grant 
any more premature retirements without 
its approval. 
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LOS ANGELES Hospital management in 

3 Los Angeles, tangerines in 
Osaka, two real business op- 
portunities. And two locations 
served by the international net- 
work of Banque Indosuez, now 
covering 65 countries. 

Banque Indosuez owes its 
efficiency to a network which 
includes North America and 
18 countries in Asia - Australa- 
sia as well as the major coun- 
tries of Western Europe and 
the Middle Fast, with roots 
going back in some cases to 
the last century. 

Los Angeles, Osaka, Hel- 
sinki, Nairobi, Bangkok, Wel- 
lington, Hong Kong, Riyadh... 
its in-depth experience makes 
it possible for Banque Indosuez 
to help its clients take advan- 
tage of opportunities through- 
out the world, no matter how 
unusual or unexpected. 

A French international bank 
with human dimension, a reli- 
able partner aiding business 

! aii to expand, providing trade 
EEL al and export financing: Banque 
a papaq ia | 





Indosuez opens up a whole 
world of opportunities. 


ANQUE 
i INDOSUEZ. 

A WHOLE WORLD 
OF OPPORTUNITIES 
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BANQUE INDOSUEZ 


Head office : 96. boulevard Haussmann - 75008 Paris 
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Building on excellence. 


-For over half a century, Rockefeller Center, Inc., has been one of the 
_nation’s leading privately held companies. oe 
| Rockefeller Center, architectural landmark and the world’s _ 

_ largest commercial and entertainment complex, has provided the 
base for our sizable activities in real estate. In recent years these 


have included the acquisition of Cushman & Wakefield, a nationwide 


commercial real estate firm, and the development of large-scale 
urban centers through Rockefeller Center Development Corporation. 

Now we are positioned to participate in the rapidly growing 
communications and communications services business. Our ac- 
quisition of Outlet Communications, a major broadcasting group, 
marks our entry into this fast-growing field. 

Because Rockefeller Center, Inc., is much more than Rockefeller 
Center, we have changed our name to The Rockefeller Group. This 
new name more accurately reflects the balance and scope of our 
business interests. 

But the Center remains the most visible symbol of our com- 
mitment to excellence, and our promise of more to come. 





Cushman & Wakefield, Inc. 
/ he Rocke eller Grou Outlet Communications, Inc. 
Radio City Music Hall Productions, Inc. 


Rockefeller Center Development Corporation 
Rockefeller Center Management Corporation 


-1 @ Rockefeller Group, Inc. 1984 


“THE INTEREST RATE 
WAS MAINTAINED AT A MOST 
ATTRACTIVE LEVEL’ 





We promise a superior choice of what you like best, be it eating or 
drinking, reading or viewing. But perhaps the most attractive part of 

your flight will be the way our gentle S/WGAPORE AIRLINES 
hostesses care for you as only they know how. BUSINESS CLASS 





The secreto 


6¢ Do you know why this page 
is white? 

Because it contains titani- 
um dioxide. If you look at this 
paper through an electronic mi- 
croscope with a magnification of 
100,000, you will notice that 
between and on top of the paper = 
fibres there are innumerable small ti- 
tanium dioxide crystals. These crystals 
throw the light back and so make the 
surface look white. The richer you want 
the white, the more titanium dioxide 
you need. 

The substance that makes paper 
white also makes it possible for paint to 
have dyeing and covering properties. A 
covering paint film can be incredibly 
thin — even less than 0.1 mm. is enough 
with modem paints. However, to get 
such a small value you need the best 
titanium dioxide. Just like Kemira’s 
Finntitan. 99 


PANU TALVITIE, LABORATORY MANAGER, 
KEMIRA VUORIKEMIA 


TURNING STONE TO PAINT 
We are always finding new uses for 
the white powder ground from the 
black ilmenite stone of iron mines. In 
addition to paper and paint, there are 
many other uses for this powder. Just 
look around you: 

Titanium dioxide makes the 
plastic of your coffee cup opaque 
and the color of your telephone deep 
and bright. It gives a brick wall a deep 
yellow shade. It makes your tooth- 
paste brilliant white, gives your cigar 
ash an even grey color. 
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te paper. 

It’s very possible that all those 
objects contain Kemira’s Finntitan, 
because we are one of the largest ex- 
porters of the substance in the world. 
A more colorful environment, paints 


that last longer and protect better — 
these are areas of Kemira research. 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world’s leading manufacturers of ti- 
tanium dioxide and fertilizers. We 
want to do more than just sell our 
products: we want to solve our 
customers’ problems. 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry. We develop prod- 
ucts that improve the output of food 
and other basic human needs. 

But we are not too large to ig- 
nore problems of a smaller size. Ke- 
mira uses the chemical industry to 
solve our customers’ problems. 
What is your problem? 


Kemira Oy, Fertilizer Division: fertilizers, pest- 
icides. Industrial Chemicals Division: indus- 
trial and specialty chemicals. Säteri: viscose 
fibres. Vuorikemia: titanium dioxide. Vihta- 
vuori: explosives, safety equipment. Engineer- 
ing. Division: complete projects. Turnover 
1983: USS 570 million. Personnel: 6800. For 
further information, please write to our Direc- 
tor-General: Mr. Yrjö Pessi, Kemira Oy, Mal- 
minkatu 30, 00100 Helsinki 10, Finland. 
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The Hotel International in Zurich 
is in a fortunate position: near 
the airport onthe one hand, near 
the Lake of Zurich on the other. 
Besides which you have the Zurich fair- 
grounds and all kinds of shopping facilities 
practically at the door. But equally im- 
portant is what we make of this, both . 
day and night. As a first-class hotel with 
more space for meetings than any other in 
Zurich, we offer you not only comfortable 
rooms, excellent cuisine, and pleasant 
service but everything needed for success- 
ful banquets, seminars, and congresses. 
Of course we also provide many other 
amenities that you’ll appreciate. We’ll be 
glad to surprise you with them on the spot. 


Hotel International, Am Marktplatz, 
CH-8050 Zurich. Telephone (01) 311 43 41. 
Other Swissôtels: The Drake Hotel 
New York, Hotel Président Geneva, Hotel 
Bellevue Palace Berne. 


HOTEL INTERNATIONAL 
ZURICH 

















lepartment of health and social rity 
_ (DHSS) gets its way. It bases its wage 
~ policy on supply and. demand. 
--.. “Its confidential submission to the re- 
-view body argues that so long as health 
uthorities can hire and keep enough 
“nurses all is well. At present, there is no 
_ overall shortage of. nurses: private-sector 
-hospitals have found it notably easier to 
“Tecruit good staff relatively cheaply since 
“the NHS. manpower cuts last year. There 
is. a shortage of skilled nurses to look after 
the mentally ill and mentally handi- 
capped. The DHSS. has a much weaker 











und off its case for not overshoot- 
: 3% guideline, the DHSS plays a 
p card: current cash spending 
e NHS have a built-in allow- 
: for pay rises in 1984-85. Any 
increase above that in the £3 billion-a- 
ear-plus bill for nurses*pay eats into the 
money put aside for 1% “growth” 
DHSSpeak for keeping abreast of the 
rising number of old people). So pay rises 
of over 3% will just hit services to pa- 
tients, it candidly says. 

The bright idea behind asking an inde- 
pendent review body (set up last year 
-under Sir John Greenborough, a former 
chairman of Shell) to assess pay claims 
from nurses and midwives was to remove 
the issue from the political arena. It might 
not look quite like that if any future cuts 
in services are going to be blamed on the 
nurses and their greedy pay claims. 






Aviation policy 


Scots hopes go 
west 





Mr Nicholas Ridley, the transport secre- 
ary, is starting to fly in circles. This 
eek, in the name of the consumer, he 
was arranging a new aviation agreement 
with Holland to increase competition and 
reduce fares. But last week he said that 
. British Midland Airways, which flies 
London-Glasgow, could not be allowed 
to fly Glasgow-New. York. Transatlantic- 
- bound Scots are supposed to fly from 
Prestwick, which is miles from anywhere 
--except Irvine, and which offers scheduled 
_ flights only by Air Canada and America’s 
- Northwest Orient. So much for Scots’ 
consumer rights. 
co Mr Ridley is up against both the British 

















Airports Authority, and the Scottish of- 
_ fice. Scottish regional policy has decreed 
-that Scotland, should have an airport 

ose runway is long enough to launch 
‘flights fully-laden to any American 
destination. 
























Oh, sisters 


Are women a disappointment to the 
women’s movement? An NOP survey 
for the Mail on Sunday suggests that, in 
Britain at least, a decade of conscious- 
ness-raising has produced few changes so 
far in traditional female attitudes. 

Asked whether a working wife should 
give up her job if her husband had to 
move in the interests of his career, 69% 
of NOP’s female sample said she should. 
Even more, 71%, thought that, if both 
parents worked and a child were ill at 
home, the mother rather than the father 
should take time off work. More still, 
89%, insisted that a working mother’s 
first duty was to her children. However, 
few women any longer believe their 
place is only in the home: 86% think 
women, with children should go out to 
work if they want to, and 92% that, if 
husband and wife both work, both 
should share the household chores. 

As for the horrors of male chauvinism, 
81% of NOP’s sample like to have men 
open doors for them; 84% are not of- 
fended by topless pin-ups in newspapers; 
92% are similarly not bothered by beau- 
ty contests; 70% don’t object to the use 
of women’s bodies in advertisements for 
alcoholic drinks and cars. Asked wheth- 
er they would be offended if workmen 
whistled at them in the street, a mere 5% 
said they would; 53% said they wouldn't, 
and 40% told NOP’s mainly female in- 
terviewers they would be positively 










































Glasgow airport, hemmed in by a river 
and a railway, is 400 metres too short for 
flights to America’s west coast, but quite 
adequate for flights to America's east 
coast such as British Midland wants to 
offer. But Prestwick desperately needs 
customers—its passengers fell by 29% in 
1982-83, and its current-cost trading loss 
rose by £1m to £3.4m. And the BAA is 
standing by it to keep its losses down— 
especially since the authority is to be 
privatised as a single entity, without sell- 
ing off Heathrow and Gatwick as profit- 
able chunks. 

To pass the political buck, Mr Ridley 
has ordered a review of Scotland's “‘low- 
land airports policy”. The Scottish office 
will have a place on the inevitable com- 
mittee, and it is likely to support Prest- 
wick again. 

The previous. aviation minister, fast- 
moving Mr Iain Sproat, had a simple 
(simplistic?) notion for commercial fly- 
ing: put the customer first and let the 
industry sort out the problems. Mr Ridley 
prefers a more cerebral approach. He 
commissions reviews. Later this year he 
will receive a mountain of paper: a review 
by the Civil Aviation Authority of general 
policy from fares to airports; the result of 
the inquiry into Stansted as London's 
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chuffed. 
British women do not even seem tobi 
worried by sexual harassment. One in 
of NOP’s sample had no idea what th 
term meant, only one in three felt it was 
common, while 63% of those with views: 
on the matter thought that sexual harass- 
ment at work often started. with som 
encouragement from the woman; a vié 
supported by the facts that, of the wh 
sample, only 20% said they had expe: 
enced ‘“bottom-pinching, slapping 
etc’’—the pollsters wisely left “ete” un 
specified—but of those who did only 
third were offended by it. aS 






















putative third airport; and now pe 
this latest Scottish report. All this lit 
ture will give lobbyists (conservation 
British Airways, charter operators, M 
and all the rest) ammunition to keep ar 
politician on the defensive. Will Mr 
ley ever find the time to privatise Britis 
Airways and the BAA? 5 


Pensions ae 


Dreadful thought 


The company pensions industry is up 
Faced with the plaints of the “ 

er”, it first spent years claimin 
mundum, that it did not néed any 
Then, after the Occupational: 
Board (OPB) in 1981 came to 
















without doing so—that it was quite c 
ble of reforming itself. Then; last 
swung round (about 180 degree 
precise) to the view that, if any 
industry was to. move, the whole of 
better be-forced to, by l ince 
wise there would be no a 
and somebody might put a bom 
instead. eR 
Somebody had, in fact, already 
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fuse: the Centre for Policy Studies, with 
___ its suggestion to let employees opt out of 
company pension schemes and do their 
own thing, just like the self-employed. 
_ Hence the industry’s sudden conversion 
to the merits of legislation, along the lines 
= of the more modest OPB proposal for 
= compulsory up-rating of “frozen” bene- 
fits. Now a dark new suspicion has struck 
the pensions bosses. As they showed at 
the annual conference of their National 
Association of Pension Funds last week- 
= end, they fear Mr Norman Fowler may be 
preparing to set the bomb off anyway. 
_ Mr Fowler, the social services secre- 
tary, has in hand an inquiry, which is 
supposed to settle—in rather fewer 
= months than the industry has spent years 
= settling nothing whatever—the future not 
just of early leavers but of Britain’s whole 
_ pension system. The CPS’s “personal 
= portable pension” was the first thing this 
=~ inquiry asked for evidence on. The indus- 
= try duly obliged, swathing the inquiry in 
= endless lengths of old rope, in the reason- 
= able belief that, given enough, it would 
probably hang itself. 
= Horrorshock. Though there has been 
= little evidence the other way—who ever 
= heard of a national association of early 
= leavers?—the pensions men have the 
= feeling that Mr Fowler is sold on the idea 
of setting the pensions contributor free 
= regardless, not merely to offer justice to 
the early leaver but choice to everyone. 
= To make matters worse, the Institute of 
Economic Affairs has weighed in on the 
= same side. And gone further. Not just 
= does it argue that compulsory member- 
= ship of company pension schemes should 
= be banned; it proposes that the tax dis- 
crimination in favour of these schemes 
‘should be ended. At present, contribu- 
tions to them are tax-deductible; why not 
_ for other forms of savings—in shares, say, 
= or building society deposits? 
_ That last thought might well horrify any 
chancellor of the exchequer (at least, one 



















not committed to an expenditure tax to 
replace income tax). But there is another 
way of ending discrimination: instead of 
spreading tax relief to all, the chancellor 
could end it for the present lucky few. Mr 
Nigel Lawson has already done just that 
in relation to life assurance policies. He 
would be a very brave man to do it to 
pension contributions as well—but think 
of the way he could cut other taxes if he 
did. Ugh. 


The GLC 


Ken and Queen 
turn the tide 


The de-loonification of Mr Ken Living- 
stone, monarchist, saviour of drowning 
Londoners and champion of democracy, 
is in full swing. The Queen’s opening of 
the Thames flood barrier on May 8th 
fitted well with a publicity campaign 
which has transformed Mr Livingstone’s 
left-wing Greater London Council, or at 
least next year’s elections to it, into an 
apolitical sympathy-scooper. 

The £3m anti-abolition campaign has 
so far sent out 160,000 badges and 37,000 
balloons. It was respectfully muted at the 
Thames barrier. Her Majesty was not 
directly confronted with the issue, save 
when Mr Livingstone bowed low before 
her a lapel sporting a “Keep GLC work- 
ing for London” badge. Nor was the 
event backed up, as it could have been, 
by national advertising making the obvi- 
ous reference to the undammable flood of 
legislation about to submerge the GLC. 
The council’s publicists felt that such 
cashing in would have been in poor 
taste—besides, the irony hardly needed 
pointing out. The campaign has already 
increased the proportion of Londoners 
opposed to abolition from 50% in Janu- 
ary to 62% in April. 

The GLC’s advertising strategy has 
won respectability by aiming squarely at 
Conservative voters. When the “paving 
bill” to abolish next year’s elections had 
its second reading last month, full page 
mugshots of Mr Livingstone adorned the 
pages of the usually reviled Tory press, 
whose readers were warned that the bill 
would deprive them of the right to vote 
their favourite villain out of office. 

The campaign was not without its early 
hiccoughs. The first advertising agency 
hired was subsequently taken over by a 
company with South African connec- 
tions. Not quite the thing in the GLC’s 
anti-racist year; the account was promptly 
switched to Boase Massimi Pollitt, an old 
hand at local government advertising. 

The labyrinthine corridors of County 
Hall took some time to adjust to the 











Enduring symbols—Livingstone hopes 


patter of the admen’s feet. At first, Mr 
Livingstone himself chaired regular full- 
scale meetings to discuss campaign strate- 
gy. Progress was unspectacular. The cam- 
paign is now firmly in the hands of Mr 
Tony Wilson, a polished publicist who, = 
when asked whether Mr Livingstone him- 
self is considered an asset to the cam- 
paign, replies: “Oh yes, we take him out 
on open-top buses sometimes”. 

Around two thirds of the publicity 
budget has been spent on the advertising 
campaign itself; other forms of persua- 
sion include the employment of profes- 
sional parliamentary lobbyists, the mass 
distribution of stickers and leaflets, and a 
new shop which opened in County Hall in 
January, where concerned Londoners can 
pick up publicity goodies. Parents collect- 
ing exam results at some inner London 
schools have found a choice of over half a 
dozen pro-GLC mini-manifestoes being 
handed out by teachers. Most grass-roots 
publicity material carries a special tele- 
phone number; people calling in response 
are then filed on a computer along with a 
list of their special interests. 


THE ECONOMIST MAY 12, 1984 


a 


a 


ESE E E Se AEE ee 


es OTE; 


ee ee ee pede Pe er government prizes in its recapture 
ni — . Birmingham, the jewel in the Tory m 
little bit of comfo rt for all `- nicipal crown, and its first-ever capture 
é : Scotland's: capital city, Edinburgh 
a ; ; gain of seven seats in Liverpool g 
_ Every party had some grounds for claim- _ by-elections—and every party had some city’s far-Left leadership a majority 
-ing satisfaction from last week's district cause for concern, Liberal, Conservative and moderate. 
council elections and three parliamentary Labour could claim the biggest local bour rebels combined, promising fur 


Table A: Votes cast in local elections 1984—50 English towns and four Scottish cities 
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drawn. about the left-wing appeal that 
secured Labour gains in Edinburgh and 
iverpool; or the more moderate one 
which gave Labour control of Birming- 
ami; or the, more numerous failures of 
bour to recapture most of the smaller 
districts which it once controlled. Rather, 
bour fortunes were determined. by a 
mixture of the geography of political 
hange in Britain and the peculiarities of 
the usually (but not always) four-year 
local election cycle. _ 
-Liverpool’s Labour rebels secured 
what appeared to be an electoral endorse- 
ment because four years ago Labour did 
especially disastrously there; compared 
with the votes cast last year, Liverpool 
was a rather poor Labour result. Birming- 
ham fell because the Tories were defend- 

1g seats won two years ago, during the 
Falklands “khaki” local elections. 
_ Generally, however, Labour’s recovery 
since last year’s local elections is reflected 
in the 4.2% swing shown for England 
83-84 in Table A (note that all minus 
swings here are swings to Labour) and the 


Table B: English sample towns* 


5% increase in Labour’s share of the 
» (shown in table B). This Labour 
covery in 1983-84 was a clear, across- 
the-board gain—but served mainly to 
orrect the 1982 pro-Tory surge. As Table 
A shows, there has been only a 2% swing 
to Labour in local elections in the 50 
wns in our sample since 1980, after one 
r of Mrs Thatcher’s government; and 
is 1980-84 swing shows significant local 
riations. The farther north and the 
more heavily urban the district, the great- 
1 the swing to Labour. 
This year’s local elections took place 
mainly in Scotland and the metropolitan 
listricts, where Labour holds 123 parlia- 
mentary seats to Mrs Thatcher’s 64. Most 
he rest of Britain (with 333 Conserva- 
ve and 86 Labour MPs) did not vote. 
able C shows that, outside Scotland and 
e metropolitan districts, Labour actual- 
did rather badly last week. In the light 
of this, any projections of a national state 
‘of opinion, or a hypothetical general 
ection, are hazardous—a lesson rubbed 
| by the contrasting results of the three 
élections, in Wales’ Cynon Valley, in 
Stafford and in Surrey South-West. 










“Yet no clear political esha can ‘be 


bour did well to hold off the. Welsh 
nationalist challenge in Cynon Valley. 
The most dramatic outcome was the AHi- 
ance attack on the Tory vote in both 


Table C: Gains and losses 

Con Lab Lib SDP 
Scotland -41 +65 +19 +10 
Metro-districts —47 +38 +21 -3 
Other districts -54 -15 +81 +31 


eee 
Rows do not add up to zero because of the decline in 
independents, s over what labels some councillors 
wear and changes in the number of Scottish seats. 


Stafford and Surrey. Both normally safe 
Tory seats were turned into marginals, 
with evidence of large tactical Labour 
switching to Liberal or Social Democrat 
candidates where there was a chance of 
beating the Tory. The Tories, however, 
could reasonably claim that such centrist 
by-election surges are now an established 
feature of mid-term Tory governments. It 
could have been much worse, and tactical 
voting has yet to emerge as a general 
election factor. 

Labour cannot afford to see the Alli- 
ance advancing in constituencies more 
typical of expanding Britain. However, 
despite its results in “other districts” 
shown in Table C, it will be seen from 
Table B that the Alliance’s by-election 
gains in votes were not matched in the 
local elections. The extra seats gained 
came from the Liberal habit of concen- 
trating effort, not from any upsurge in 
votes. As some Social Democrats have 
caught this Liberal habit, they are also 
winning seats; but their vote is still declin- 
ing and is well below that of the Liberals. 





Labour in the cities 


“You do better if you take on central 
government with your brains, not your 
mouth.” That is the message from Bir- 
mingham’s new Labour-controlled city 
council to its political allies in other 
towns. Anxious (like so many Brummies) 
to clothe themselves in the municipal 
mantle of the blessed Joseph Chamber- 
lain, the second city’s new rulers plan an 
imaginative scheme (those, both, may be 
the word) to devolve local power to 
neighbourhoods. The first step will be to 
set up local offices for citizens to bring 
their grievances to, “just like a medieval 
priest”. The council will then convene 
local committees of councillors and 
“community leaders” to take decisions on 
neighbourhood projects. And so on—and 
probably on. 

Will any other Labour councils be 
listening? While Liverpool is confirmed in 
its leftward course (so much so that the 


: parties could derive some 
< comfort—and some cause for gloom. La- 






esperately 
compromise, perhaps through more mon- 


_ ey for housing), in Manchester-—also al- 


ready Labour-held—the policy of the new 
council will depend on whether the two 
wings of the party can kiss and make up. 

Labour now has 79 of the 99 city council 
seats. For the first time, the left is in a 
majority on the Labour group. 

- Until Wednesday, 25 of the 41 left-wing 
councillors were excluded from the party 
caucus for persistent refusal to toe the 
group’ s revisionist line. But then the 
party’s national executive committee rec- 
ommended that the rebels should be 
welcomed back to the fold, and that the 
full group should hold a meeting soon. 
That will choose a new leader of the 
council; probably the 34-year-old left- 
winger Mr Graham Stringer, who may 
adopt the “no cuts” platform that the 
council has so far ducked. Expect Mr 
Stringer to be built up as anew bogey- 
man, but don’t believe it: Manchest 
United supporters, like him, tend to bac! 
second-best. Sources say he lacks the 
charisma of Sheffield’s Mr David Blun- 
kett, the dress sense of Liverpool’s Mr 
Derek Hatton, or the chutzpah of Lon- 
don’s latest royalist Mr Ken Livingstone. 

Besides, Manchester is too rich, and his 
own right wing too strong, for Mr Stringer 
to follow Liverpool down the road of 
confrontation with central government. 
That role may just be taken by Edin- 
burgh, where Labour has a majority on 
the city council for the first time since 
local government reorganisation 10 years 
ago. They are used to rebellion up there; 
Lothian regional council had its expendi- 
ture “capped” in 1981 (the Scottish office 
already having most of the powers Mr 
Patrick Jenkin is now seeking in England 
and Wales). 

The new Edinburgh city council has 
already pleased many locals by telling | 
officials to examine whether it is possibleg 
to stop the controversial western relie 
road, designed to link the city centre with 
the motorway to Glasgow. And while the 
council does not like roads, it likes pomp 
even less. For instance, the Edinburgh 
festival. We’re no philistines, says the 
council, but it wants the festival to lay on 
less opera for the gentry and more events 
with popular appeal, like the Handel- 
with-fireworks-displays that have been a 
feature of the past two years. The com- 
mon touch extends beyond the arts. The 
chairman of the city council has been 
called Lord Provost since the middle 
ages. Councillor John Mackay, the new 
incumbent, wishes to be known as con- 
vener., The Scotsman newspaper has 
sternly told its new councillors to stop 
being silly, and model themselves instead 
on the Labour technocrats who run Glas- 
gow. Things must be really bad. 
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| The Standard Chartered Offshore Money 
Market Fund offers investors all three. 


| If you're investing for growth, but need high Based in Jersey for optimum security 
security and the option of realising your holdings of investment, the Fund provides a rate of 
at short notice then the Standard Chartered return which is not normally available to private 
Offshore Money Market Fund offers a tailor- investors. No dividends are paid and interest 
made solution: earned is reflected in the capital value of shares 
— which may be partially-realised to provide 
tax free income, depending on your tax status. 


Shares are denominated in Sterling, US 
Dollars, Deutschemarks, Swiss Francsor Yen 
— held either individually or in combination. 


If you are interested in finding out more 
about this exciting investment alternative, 
please complete and return the coupon for 
full details or contact your local branch of 
Standard Chartered Bank Group. 


This advertisement does not constitute an 
offer or invitation to invest in the Fund. 


To: Standard Chartered Fund Managers (C.L) Limited, 
l PO Box 122, Conway Street, St. Helier 36 , Jersey, Channel Islands. 


Please send me a copy of the Fund’s Prospectus and Application Form. 
Lunderstand that investment may only be made on the basis of the terms 
set out in those documents. 


¿Standard Chartered Fund Managers (C.L) Limited 











PRELIMINARY RESULTS 
YEAR ENDED 31 JANUARY 1984 


Further improvement in pre-tax profits. _ 











Gearing down from 47% to 31% 





1983/84 
£ million 


Turnover (Outside Customers): . oaaao 387.3 


PROFIT ON ORDINARY ACTIVITIES BEFORE TAX 17.2 
Tax on profit on ordinary activities 

Profit on ordinary activities after tax 

Profit attributable to minority interests............. 
Preference dividend. . 

EARNINGS FROM ORDINARY ACTIVITIES 
ATTRIBUTABLE TO ORDINARY SHAREHOLDERS 
Extraordinary charges....... 

Profit attributable to ordinary shareholders. | . 
DIVIDENDS TO ORDINARY SHAREHOLDERS... 


Transfer (from)/to retained ea 

















The Report & Accounts will be posted to shareholders on 1 June ‘984. 
The Annual General BaT will be held 
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SINESS THIS WEEK 


Central bankers from creditor and 
debtor countries talked about ways 
of capping hard-pressed borrowers’ 
interest payments. There were 
problems for every solution. 


Dun & Bradstreet, which claims to 
be the world’s top credit-rating 
agency, made a successful £73m 
($102m) bid for Datastream, the 
British financial-information group. 


“The military leader of Nigeria, 

«Major-General Buhari, announced 
big cuts in government spending 
and tax increases in his first budget 
on the eve of talks with the IMF. 


The British government approved a 
.. joint venture between the BBC and 


commercial television companies for 


direct satellite broadcasting by 
1987. 


Larry Speakes, the White House 
spokesman, criticised the Federal 
Reserve Board’s monetary policy 

_ after American commercial banks 
raised their prime lending rate to 
123%. Martin Feldstein, the 
president's chief economic 
adviser, said he would be leaving in 
July. 


New York brokers said the 1984 
profits of Dow Chemical, Monsanto, 
Diamond Shamrock and other 
companies involved in the payment 
of $180m to victims of Agent 
Orange would not suffer. insurers 
would cover most of the settlement 
costs. 


Corporate scorecard iy 


profit oncomp 


Period 
Y Mar 31 


Company. 


British Home Stores 
Casio Computer Y Mar 20 
Montedison Y Dec 31 
Noranda Mines Q Mar 31 
r Siemens H Mar 31 
“ Occidental Petroleum Q Mar 31 
f OK Bazaars Y Mar 31 


Thomson-CSF Y Dec 31 
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Net 
$m 


82t 


27 
212 


23 


~106 (—54)§ 


A Saudi-owned oil tanker, the A/- 
Ahood, was severely damaged by 
what appeared to be Iragi Exocet 
missiles, after loading at Kharg 
Island. This, the second attack on 
Saudi shipping in the past fortnight, 
led to Lloyd’s underwriters pushing 
up war-risk premiums in the Gulf. 


The British government increased its 


estimates of North Sea oil reserves _ 


by 16-25%. 


Women workers at the London City 
branch of Bank Melli iran defied 
orders from Teheran to cover their 
heads and arms and wear no make- 
up at work. 


The American treasury secretary, 
Donald Regan, came out against 
lifting quotas on Japanese car 
imports, insisting they were a 
“trump card” in Washington's trade 
talks with Japan. Mr William Brock, 


% change 
Sales on comp 
$m* -period** Comment 


740 


% change 
period** 
+13 


the administration's chief trade 
negotiator, said last week the quotas _ 
should be allowed to expire on 

March 31, 1985. 


Royal Dutch/Shell’s $58 per share 
offer for the 30% of Shell Oil it does 
not own was blocked by a Delaware 
state court. 


Members of West Germany's 
metalworkers’ union, | G Metall, 
voted in a second key region, 
Hesse, to strike in support of its 
demand for a 35-hour week. 


Carter Hawley Hale Stores, which 
is fighting an unwelcome bid by The 
Limited, won its case against 
America’s SEC over its defence 
strategy. 


Walter Wriston, chairman of Citicorp, 
was appointed to the board of 
Reuters. Peter Gyllenhammar, 
chairman of Volvo, and Christopher 
Hogg, chairman of Courtaulds, were 
also made non-executive directors. 


France's finance minister, Jacques 
Delors, promised to squeeze state 
spending even harder in 1985. 


IBM announced a non-product: its 
eagerly awaited network for linking 

up computers and the like in.an 

Office will not be ready for another 

2-3 years. 
PATA A INL E INE NE RS 


Economic and financial indicators — 
are on pages 113-114. i 


+8 BHS is hoping to catch up with the retailing revival wih añ ~ 


ambitious investment programme. 


+14 740 


~- 63 7,020 


+9 Price competition in calculators is pushi 
facturer into more profitable electronic 


+19 Italy's leading chemical company reported its first decline 


ited Japanese manu-. ; 


group losses since 1979. 


t 750 


+39 The Canadian mining group does not expect a “really satislac- 


tory level of earnings” until 1985-86. 


7,470 


+7 Growing domestic markets for components-and data-processing 


are giving West Germany's electronics giant-a boost. 


3,870 


-21 Last year's asset sales and debt reduction are showing up in’. 


healthier profits on a lower sales volume. 


1,620 


2,170 


+11 The South African retailer's fight to keep its market share is 
taking its toll. 


+22 The French state-controlled electronics firm, part of the Thomso 


group, is busy rationalising its loss-making businesses. S 
Ye seen. H= Halt-year ended, Q= Quarter ended. * Converted at average exchange rates. ** Based on local currency figures. t Pre-tax profit. t Loss in pravious period. §Re 
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-Investors i in Industry International B. V. 


(Incorporated in The Netherlands with limited liability) 


-U.S.$100,000,000 12 per cent. Guaranteed Notes 1989 


unconditionally and irrevocably guaranteed by 


Investors in Industry Group plc 


(Incorporated in England under the Companies Acts 1948 to 1967) 


S. G. Warburg & Co. Ltd. 
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WORLD BUSINESS 





Major-General Buhari calls 
Nigeria's economy to attention 


Nigeria’s Major-General Mohammed Bu- 
hari this week announced a budget for 
getting Nigeria’s hair cut and its boots 
polished. The country, tired of the dirty 
fingernails of ex-President Shehu Sha- 
gari’s profiteering henchmen, greeted this 
austerity programme with a resigned 
pe that it may actually work. The 
dget marks a shift in the new govern- 
nent’s economic management. Until 
10w, economic policy has been largely an 
anti-corruption drive; the budget smacks 
of a slightly more coherent strategy. 
President Buhari’s first budget is even 
‘ougher than that announced by ex-Presi- 
dent Shagari two days before he was 
verthrown by the armed forces. Swinge- 
ng spending cuts and tax increases are 
ntended to halve the budget deficit to 
Naira 3.3 billion ($4.5 billion) this year. 
Capital spending is being reduced by 
10% to Naira 3.9 billion; that is 16% 
ower than the civilian government had 
yroposed. Current government spending 
s to be cut by 17%, and this in a country 
vhere civil servants were not paid their 
vages on time for much of last year. The 
vage freeze imposed in 1983 has been 
»xtended until the end of 1984. Expatri- 
ites will be allowed to remit only 25% of 
ir earnings (as against 50% now). The 
dget also raised interest rates to 12%— 
hough even on the government’s too- 


Buhari’s blues 


Current-account 
balance 


82 83° 84 f'cast 
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optimistic forecast of 25% inflation this 
year, real interest rates are still ridicu- 
lously negative. 

Some 85% of the government’s reve- 
nue usually comes from taxes on oil. But 
this year the government is planning to 
raise excise taxes on 400 varieties of 
goods ranging from buses to bricks to 
valves, many of them locally produced. 
The aim is to broaden the tax base by 
increasing the burden on things other 
than oil profits. 

All the government’s figures need to be 
treated sceptically, and not just because 
Nigerian economic statistics are as unreli- 
able as a two-naira watch. The country’s 
economic managers have a long record of 
not achieving their ambitions. Last year 
the government said it would collect 
Naira 9.3 billion; revenues turned out to 
be Naira 8.5 billion. Nevertheless, the 
budget amounts to only half of the pro- 
posed deflation programme. The other 
half comes from currency reform. 

On April 23rd, Nigeria introduced a 
new naira. The country’s borders were 
closed. People were allowed to exchange 
up to 5,000 old naira for new ones and 
had to bank the rest. The aim, said 
Brigadier Babatunde Idiagbon, the re- 
gime’s number two (and probably its 
strong man), was to hammer those who 
had hoarded piles of illegally-acquired 


Sources:E\U; IMF; BIS: Amex ; Budget papers 


Foreign bank debt 
At June, 1983, due: 


more than 2yrs 
38% 


15% 


Beginning of period 
Ist half 








naira or who had smuggled money out of 
the country. But the main victims were 
small businessmen like taxi drivers, un- 
able to stash their cash abroad. Expatri- 
ate Nigerian currency sharks must be 
laughing over their pots of dollars and 
Swiss francs. 

Whatever the government’s reason for 
the currency reform, it has had the same 
effect as a savage liquidity squeeze. There 
were old-Naira 5.5 billion in circulation. 
Only new-Naira 2.45 billion have been 
issued. Add in Naira 1 billion of legal 
tender held outside the country, and the 
total amount of money in circulation now 
comes to about new-Naira 3.5 billion. 

The liquidity squeeze is not quite as 
drastic as this Naira 2 billion (or 36%) fall 
in money supply would suggest. Many 
Nigerians have always kept their money 
under the mattress. So the old-Naira 
figure of 5.5 billion is a shaky indicator of 
banknote supply. Even so, the reduction 
is severe. In remote villages, where the 
fewest new notes were available, prices of 
many goods have actually fallen. The 
closure of the borders meant that fewer 
goods could be smuggled out. 

This deflation is probably as drastic as 
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is politically possible. Nigeria’s real gross 


_ domestic product fell 4.4% last year after 


falling 2.2% in 1982 and 5.3% in 1981. 
With wages frozen and year-on-year in- 
flation at about 80% where it is measur- 
able (eg, in Lagos), further reductions in 
real living standards will be difficult. 

Nigeria’s external current account 
swung from a $4 billion surplus in 1980 to 
a $3.4 billion deficit last year. Oil reve- 
nues, which provide 95 cents of every 
dollar earned abroad, came down from a 
peak of $24 billion in 1980 to only $10 
billion last year.. As an Opec member, 
Nigeria’s ability to increase export earn- 
ings is limited by a production quota of 
1.3m barrels of oil a day (b/d). It has 
reduced production to near this ceiling 
after busting the quota during most of the 
first three months of the year, when 
output touched 1.6m b/d. 

So imports have had to take the strain. 
The government plans to make available 
the dollar equivalent of only Naira 4.2 
billion for imports this year—less than 


half 1983’s Naira 9.7 billion.(The plan is 


not working fast enough: during the first 
three months of this year, the import bill, 
at Naira 1.9 billion, was only 19% less 
than for the same period in 1983.) If 
imports can be curbed, and debt repay- 
ments turn out to be the estimated Naira 
3.8 billion, the current account should be 
back in surplus this year and foreign 
exchange reserves should increase 
slightly. 

Nigeria is still bankrupt, though in a 
different way from most of the third 
world’s conspicuous near-defaulters. The 
government says its bank debt was a 
repayable $11 billion at the end of March. 
Servicing the debt will absorb less than a 
third of export earnings this year. But the 
debt-service ratio is likely to deteriorate 
over the next three years. And, on top of 
its bank debt, Nigeria has a mountain of 
trade debts, estimated at up to $7 billion. 

An IMF team arrived in Nigeria this 
week to negotiate the details of a $2.6 
billion-3.2 billion loan programme to tide 
it over. The IMF will be pleased by the 
deflationary budget, despite its import 
quotas. But two sticking points remain. 
First, the IMF wants the government to 
reduce petrol and other subsidies (esti- 
mated at $2.5 billion a year) and to clarify 
and fulfil vague promises in the budget to 
provide better incentives for farming. 

Secondly, the IMF wants a devaluation 
of the naira, by around 25%. The official 
rate is $1.33, but on the street corner a 
dollar will get you up to Naira 5. Nigerian 
manufacturers say that a devaluation 
would ruin them by raising import costs. 
But the government is beginning to accept 
the IMF’s logic. The longer a decision to 
devalue is put off, the more pointless its 
currency reforms will have been. 
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Jugoslavia 


The small chill 


Jugoslavia has relaxed the price freeze it 
imposed last December. It has been told 
this was no way to check an inflation rate 
of 60%, the highest in Europe. The 
“fridge opening”, as it is tagged in Bel- 
grade, is one of several things the govern- 
ment is doing at the insistence of the IMF, 
which is overseeing Jugoslavia’s econom- 
ic stabilisation programme. Others in- 
clude raising interest rates to a level one 
percentage point above the rate of infla- 
tion, and again devaluing the Jugoslav 
dinar (which has already been devalued 
by more than 80% against the dollar 
within the past 12 months). 

The measures are to fulfil IMF pre- 
conditions for helping Jugoslavia service 
its $20 billion-plus of hard-currency debt. 
This -year, as well as paying $5.1 billion in 
interest and principal on medium- and 
long-term credits, Jugoslavia has to pay 
back $800m in short-term credits by June. 
From the IMF and the member nations of 
the OECD, Jugoslavia hopes for loans of 
$3 billion this year. This is some $700m 
less than in 1983 and is conditional on the 
country sticking to the IMF-prescribed 
programme. 

Even though Jugoslavia sees itself as 
having moved closest among the commu- 
nist nations of eastern Europe to a market 
economy, most Jugoslav officials accept 
that more drastic measures are needed, 
and that the IMF prescription is correct. 
But they are also conscious of political 
dangers. 
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Unfrozen food 





Because it is afraid of a Polish-style 
revolt, and of the inflation rate soaring 
into three figures, the government has 
decided to lift its price freeze only selec- 
tively. Higher prices will be allowed on 
about half of all goods, and then only 
after a month’s notice. Increases which 
the authorities consider unjustified can be 
rescinded. Firms which refuse to comply 
can face fines or a freeze on credit. 
Another third of all products will have 
their prices fixed by so-called ‘“‘self-man- 
aging agreements between producers and 
consumers’—which is doublespeak for 
“under the authorities’ guidance”. Prices 
of food, fuels and other essentials will 
stay under direct government control. 

Last year Jugoslavia increased the val- 
ue of its exports by an impressive 13.6% 
to the convertible-currency area—mostly 
by diverting exports originally destined 
for Russia and other Comecon countries. 
But real incomes inside the country fell by 
a whopping 10%, the fourth consecuti 
annual fall. 

This year has started better, with indus- 
trial output up 3.6% on a year ago. But 
there are signs that. this early, spurt is 
tailing off as reserves of raw materials and 
semi-finished products imported with the 
aid of last year’s credits are used up. 

Industrial productivity fell by 1.3% last 
year. Part of the problem is an erratic 
supply to factories of materials and spare 
parts, but several factories are clearly 
uneconomic and should be closed. Be- 
cause it fears the consequences of a rapid 
rise in unemployment, the government 
prefers to keep uneconomic firms going 
by subsidies. 

According to a recent opinion poll in 
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e majority of Jugoslavs fear most, 
unemployment is growing horribly. It 
sed the Im mark last year in a work- 
force of just over 6m. Jugoslav officials, 
who have been making public comments 
about how exceptionally ‘‘understand- 
ing” the population has been, may soon 

find themselves being less smug. 

The IMF, western creditors and gov- 
ernments would like the J ugoslav govern- 
ment to do away with nearly all price 
controls. But they do not want the coun- 
‘try to. explode or collapse into anarchy, 
and seem to be in a mood to help even if 
they do not secure all the economic policy 
changes they have asked for. 


Georges Pébereau 


Can’ t afford the 
top job 


~An understandable desire to avoid a drop 
‘in his income may cost Mr Georges Pé- 
*bereau, general manager of the Compag- 
jaie Générale d’Electricité (CGE) for the 
(past 12 years, the top job at France’s most 
are nationalised firm. Mr Pébereau 
as. the driving force behind CGE’s 
owth that more than doubled sales 
tween 1978 and 1982 to FFr65.8 billion 
K$10 billion). But he remained number 
oin the electrical-goods company hier- 
jarchy when the French government na- 
ktionalised CGE two years ago. A former 
idiplomat, Mr Jean-Pierre Brunet, got the 
roup chairman’s job. 


PARIS 









Gas leak 





Politics and poor currency forecasting 
look like. landing France’s. state gas 
board with a FFr4 billion ($480m) loss 
-this year, despite. a 15% rise. in sales 
<: during the winter. As recently-as Janu- 
: cary, Gaz de France. had reckoned: it 
would break even in. 1984 after losing 
FFr2.5 billion last year. 
`> At present, the more gas the board 
sells, the more it loses. This is because it 
“underestimated the cost in francs of 
<= dollar-denominated gas imports and is 
-prevented by the inflation-fighting gov- 
ernment from raising prices to recoup. 
<The board’s 1984 budget was based on 
-ethe dollar being worth only FFr7.50. 
_ This week the rate touched FFr8.50. 
zov Things are made even worse because 
the government has decided to stop 
picking up part of the tab for an over- 
generous gas deal with Algeria which 
President Mitterrand undertook in 1982 
inthe name: of-better relations with. the 

















ee r: eau -two consolations, 
however. He became chairman of CGE’s 


most profitable subsidiary, the CIT-Alca- 
tel telephone firm. And his total earnings 
easily broke the FFr800,000 ($96,400) 
ceiling that the government imposed on 
the annual salaries of chairmen of nation- 
alised companies. While chairmen’s sala- 
ries are restricted, their executives. can 
earn well over FFr800,000. The newspa- 
per Le Monde has put Mr Pébereau’s 
annual earnings at FFr2.8m. 

In January, the CIT-Alcatel board de- 
cided to ensure that Mr Pébereau would 
hold on to at least some of his current pay 
whatever his future might be. It voted to 
guarantee him a special annual payment 
of FFr400,000 for life. According to the 
whistle-blowing weekly Le Canard En- 
chainé, which revealed the board decision 
on April 25th, this payment will be made 
regardless of the circumstances under 
which Mr Pébereau might leave his pre- 
sent post at the telephone firm. 

The CIT-Alcatel directors may just 
have been anxious to guarantee their 
chairman a comfortable old age, but 
another explanation quickly surfaced. 
The CGE board is due to meet in June to 
elect its chairman. Mr Brunet will be 65 
next January. This is the official age limit 
for chairmen of state sector groups. If Mr 
Brunet steps down, Mr Pébereau would 
be the obvious replacement. 

If Mr Pébereau got the top job at CGE, 
he would have to give up other posts 
including the CIT-Alcatel chairmanship. 
His FFr800,000 salary as boss of CGE 
would mean a huge cut in his earnings. 
But, on relinquishing the CIT-Alcatel 
chairmanship, he would at least automati- 






















PARIS 


developing world. The government now 
wants to save money to reduce its budget 
deficit. Its change of heart adds FFr1.5 
billion to Gaz de France’s costs. Despite 
the higher winter sales, gas supply is 
exceeding demand. But the gas board 
says it-has no plans to renegotiate its 
supply agreements. with Algeria | or 
Russia. 








cally become. eligible for the 





































FFr400,000 payment, raising his earnin 
to amore palatable FFrl.2m.. _. 

The snag is that the government ¥ 
horrified to read of the CIT-Alcatel v 
in Le Canard Enchainé. Socialist an 


cross. Answering questions in the natio: 
al assembly, the minister for parliamen 
ry affairs, Mr André Laberrère, called Mi 
Pébereau’s (entirely legal) special pen: 
sion shocking, and said no such thin, 
must be allowed to happen again. 

The government insists that it has giv 
up interfering with the internal affairs 
nationalised firms. But a cloud now: hangs 
over Mr Pébereau’s chances of going to 
the very top of CGE, particularly since 
the June board meeting will be the first 
which workers’ representatives havea say 
in the election of the group’s chairman. 


35-hour week 


Dutch lesson 





metal-workers’ (IG Metall), prepares for 
a long and increasingly political struggle 
to cut its working week from 40:to 3 
hours for. the same pay, well over Im 
Dutch workers (19% of Holland’s w 
force) have already concluded deals: tk 
will shorten their working week to, ty; 
cally, 36 hours by next January..M 
negotiations are underway in Holland to 
swell that number. The main Dutch po 
ical parties and the unions say they. all 
want a shorter working week to spread as 
quickly as possible. 

The Dutch Labour party-—which. 
good reason to believe it will. be the 
dominant partner in the next coalitio 
government—has called for an average 
working week of less than. 25 hours by 
1990. Within the present government, t 
centre-right Christian Democrats and 
Liberals have pressed for work-shari 
since -shortly after. coming to power 
November, 1982. Mr Jan de Koning, tl 
social welfare and employment ministe 
favours a reduction in the number of 
hours worked per man as partof a th 
part reform of the labour market. Th 
other parts are early retirement an 
foolishly, a minimum hourly wage. 

Both trade-union federations support 
him over cutting- hours: the 950,000- 
strong FNV has called for work-sharing 
since the middle of last year; the small 
CNV recently urged a 36-hour week for 
all by 1986. But politicians and unionis 
alike see little point- in cutting hours 
there is no eventual increase in numbe 
employed. 

In. principle, employers agree. 







































































ey want, they say, is a of 

between reducing hours and taking on 
more workers to fill the gaps. Mr Cees 
van Veen, chairman of the federation of 
Dutch industry, says companies are still 
uncertain about the economic recovery 
‘and unwilling to hire extra workers whom 
it might later prove difficult to dismiss. 
But, he says, many managers do want 
‘more seasonal and part-time workers. 

- Employers are anxious about the fu- 
ture; but are keeping their word on work- 
sharing. Dutch printers, who switched at 
the beginning of this year to a 38-hour 
week (to be reduced to 36 hours in 1986), 
greed last month that the experiment so 
far had been a success. One reason may 
be that their deal carefully combined 
shorter hours with steps to control em- 


print employers and unions said that the 
reciprocal scrapping of a 4% indexed pay 
rise had brought about a 2.4% increase in 
jobs. 
<"; Previously, the number of printing jobs 
had been falling steadily, It now seems to 
ave stabilised at around 50,000, with a 
chance of modest growth. Anecdotal evi- 
dence suggests that a shorter working 
week in banks has led to more opportuni- 
es for young people, particularly school- 
cavers. 
~ Holland has one of the highest rates of 
unemployment in the EEC—some 18% 
of the workforce. In a country that has 
ot known high unemployment for sever- 
al generations, that has served to concen- 
‘trate minds on creating jobs more than in 
est Germany, where the unemploy- 
ment rate is only half as high. 


British business schools 


Packing them in 


British companies are sending their man- 
_agers back to school in droves to get them 
mentally as lean and fit as (they hope) 
ecession has made their businesses. 
_ Business schools throughout Britain can 

‘barely run enough short programmes tai- 
lor-made to a company’s needs. 

This booming specialised education 
now earns the British schools £5m a year 
and is growing at 20% a year, according 
to Mr Philip Sadler, the principal at 
Ashridge, which claims to have nearly 





Cranfield, its nearest rival, claims 20% of 
the market, which brings in about 40% of 
the school’s.total income. The Manches- 
ter, Sundridge, Bradford and London 
usiness Schools and the Oxford Man- 
‘agement Centre are muscling in, too. 

Companies are paying as much as 
£500,000 for programmes of courses last- 
ing four or- five years; shorter: one-shot 









ployers’ costs. A joint report from the 


half the market for tailor-made courses. . 


is 
£24,000 alli in. "MaDe the British compa- 
nies buying time at these schools are 
Jaguar, British Home Stores, Shell, Brit- 
ish Aerospace, National Westminster 
Bank, Glaxo, Vickers and Whitbread. 

In the past, most of the few British 
companies that thought of business 
schools at all thought of them only as a 
place to teach functional executives how 
to become general managers. In emerg- 
ing from recession, companies have had 
to think again and ask for the help of 
business schools on, eg, how to cope with 
surplus capacity; which businesses to ex- 
pand or contract; how to adjust to inter- 
national competition; and, often the most 
important, how to do what the company 
has decided to do. 

Finding the answers requires professors 
to act as much as consultants to the 
company as mentors to its executives. 
Hence tailor-made courses, with the 
schools sending their people to talk with 
bosses at the companies first. 

Take Vickers, the British engineering 


Allied Corporation 


since merging with the carmaker Rolls- 


s been revamping 





Royce: It is sending to Ashridge a group 
of 15-20 middle managers who should, 
eventually, be running the company. The 
basic fortnightly. courses’ will run up to 
four times a year and could go on for four 
or five years. More advanced seminars 
will take place on such issues as planning 
and business strategy, public relations 
and communications. Each manager will 
be brought up to scratch in finance, 
marketing, computer applications and 
personnel affairs. Ashridge’s staff has 
already been teaching itself about 
Vickers. 

The carmaker Jaguar, which is to be 
privatised soon, is having its managers 
briefed at Cranfield on marketing and 
European competition. Companies tell 
the schools that they want.to develop a 
professional management culture for 
their high fliers. The danger they have to 
avoid is creating management clones wh 
always reach for their company’s recet 
wisdom when tackling problems. 









Going global in Europe 


Trendy multinational companies that 
plan to go global might learn a thing or 
two from Allied Corporation. While mul- 
tinational companies are decentralised to 
produce and sell for local markets, global 
companies (the latest buzz at business 
schools) are one-worlders, producing the 
same products for everybody, 
everywhere. 

Allied became a multinational (ie, 
multi-local) company last year with its 
$1.8 billion takeover of Bendix, a maker 
of, among other things, spark plugs, air- 
craft landing gear and piping for nuclear 
power plants. Until then, Allied was a 
sluggish, second-league company. It was 
nearly all-American, with interests in 
chemicals, oil and gas. It had a stake as an 
investor rather than an operator in oil 
fields in the North Sea and gas in Indone- 
sia. It had only one ambition: to stop 
being a second-league chemical-cum-oil- 
and-gas company. It is now trying to 
organise globally its many newly acquired 
parts. 

The Bendix acquisition increased Al- 
lied’s sales from $6 billion to more than 
$10 billion a year, making it the 29th 
largest industrial company in America. It 
also reduced Allied’s dependence on en- 
ergy for its profits. In 1983, oil and gas 
produced 52% of Allied’s profits (of 
$798m) and 20% of its sales, compared 
with 97% of its profits and 33% of its sales 
in 1982. 

As important, the takeover of Bendix 











Hennessy keeps them guessing 


changed Allied from an American com- 
pany inte an international company overs 
night: an international company that now 
wants to develop its foreign non-oil inter- 
ests. Europe-already accounts for almost 
20% of Allied’s sales and 33% of its pres 
tax profits (though for only 11% of its 
assets) and Mr Edward Hennessy, Ak 
lied’s chief executive, has ambitions te 
double European sales to about an annuag 
$3.5 billion in the next five years. 

Allied’s interests in the North Sea are 
in the: Piper and Claymore.fields, where 
production has: peaked. It is willing. tc 
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Import or die 





Protectionists arguo that, with high unemployment, industrial countries 
o 


cannot afford t 
they cannot afford not to. 


While Latin America flounders in debt, 
Asian economies go powering on. The 
Philippines apart (see page 80), all Asian 
countries are comtortably servicing their 
foreign debt. Most have had rapid eco- 
nomic growth despite the world reces- 
sion: during the four years 1980-83, the 
gross national products of Asian coun- 
tries grew in real terms by 24%, while 
Latin American gnp rose by only 14%. 

The difference between the two re- 
gions was, in a word, exports. Not just in 
the past few years, but throughout the 
1970s, most Asian countries expanded 
their exports fast enough to service what 
little debt they needed and to pay for the 
imports that fuelled their gnp growth. 
Latin America chose import substitution 
instead, hoping to grow on the back of 
rising domestic demand. This did restrict 
its exports, but not its foreign debt. 
When interest rates rose in the early 
1980s, it buckled. 

All that is now well known. Yet the 
policy lessons are still too little under- 
stood, not least in the industrial world. 
Its protectionists claim that Asia’s exu- 
berant exporting is a threat to business 
and jobs at home. It has undercut pro- 
ducers of textiles, electronics and steel; 
some Asian countries are now advancing 
into ships and light machinery. Far bet- 
ter, runs this argument, for Asia to sell to 
its home markets like Latin America has 
done. 

The chart shows what tosh this is. It 
takes five big countries from Asia and 
five from Latin America, each group 
containing an oil exporter. In round 
numbers, the Asian countries increased 
their exports from $64 billion in 1980 to 
$68 billion in 1983. A threat to the rich 
world’s industry? No, because the Asian 
five were still creditworthy, so they could 
afford to increase their imports by even 
more, from $61 billion to $74 billion. 
This extra demand boosted jobs and 
output in the industrial world. (Some- 
times indirectly: if Asia imported more 
from, eg, the oil producers, they would 
then spend the extra, perhaps on imports 
from the industrial countries. One way 
or another, the money gets spent.) 

The Latin American five also in- 
creased their exports, from $53 billion to 
$58 billion. But because they could not 
service the debt built up over years of 
import substitution, they had to slash 
their imports from $59 billion to $33 
billion. Companies in the rich world that 
were exporting to Latin America found 
that demand almost halved, so they had 
to lay off workers. Add in the worries 
about the banks that had lent too much 
to Latin America and nobody need 
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ncrease imports from the developing countries. Wrong: 


Asian five* 
Imports 






Exports a 





Latin five' 
Exports 'mports 60 





80 83 


1980 83 
* indonesia, South Korea, Malaysia, Philippines and Thailand 
t Argentina, Brazil, Chile, Mexico and Peru 
Sources: IMF; Amex 
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doubt which region has been the bigger 
threat to industrial countries. 


Going on from here 

Almost all Latin American countries 
have now landed in the lap of the Inter- 
national Monetary Fund (IMF). It is 
trying to get them to change their im- 
port-substituting ways and become big 
exporters instead. They have plenty of 
room to grow: a country like Chile, with 
a gnp about 25% smaller than Thailand’s, 
exported only half as much last year, $3.8 
oillion against $7.4 billion. With the same 
exports-to-gnp ratio as Thailand, Chile 
would solve its debt problems. 

The IMF is not expecting miracles like 
that. Its World Economic Outlook in- 
cludes some projections of debt and 
debt-servicing up to 1990. They are not 
forecasts, merely what would happen to 
debt if certain other things happen to the 
world economy and to the policies of the 
debtor countries. 

The projections offer little cheer. To 
build a base case, the IMF economists 
start by assuming that industrial coun- 
tries’ gnp grows by 34% a year in 1985- 
90, (against 2% a year in the past 10 
years); interest rates fall steadily, by 
three percentage points; real oil prices 
are constant; protectionism does not 
increase; and capital flows to developing 
countries—bank loans, aid and direct 


How it might be 


Non-oil developing countries 


1984 1990 
Base Pessimism Crisis 
Ratio of debt 
to exports, % 144.7 123.8 144.5 123.5 
Gdp growth, 
annual average % 


4.4° . 4.6t 4.3t — 3.5t 


* 1973-83 t 1986-90 
Source: IMF 








investment—increase a bit in real terms. 
If all this happens, the IMF reckons 
that less developed countries (Idcs) with- 
out oil would have economic growth 
about as fast as in the past 10 years. They 
would also reduce the relative size of 
their debt, from 144.7% of their exports 
this year to 123.8% by 1990 (see table). 
This reduction will not enchant bankers 
who remember that the ratio was actual- 
ly lower in 1981, at 122.5%, before the 
Mexican disaster struck. But decent eco- 
nomic growth plus some reduction in the 
weight of the debt looks a tolerable 
mixture: progress without much pain. 
The combination could easily be up- 
set. The IMF offers alternative guesses 
about the future: 
@ Pessimism. Gnp in the industrial 
countries grows at only 24% a year in 
1985-90, not 3}%, and interest rates fall 
by two rather than three percentage 
points. In that case non-oil Ides might be 
able to keep up their own growth rates— 
but would then make no progress in 
reducing their foreign debt as a propor- _ 
tion of exports. That would be possible 
only if lenders were prepared to keep 
lending them more cash without any sign 
of progress on the debt: unlikely, which 
is why there could be what the IMF calls 
@ Crisis. Suppose _industrial-country 
gnp grows by about 13% a year in 1985- 
90; interest rates fall by three points, as — 
in the IMF’s base case; but lenders 
refuse to finance current-account deficits 
for the non-oil Ides that are any larger 
than in the base case, so that imports 
have to be cut back. Then, reckons the 
IMF, the non-oil Idcs would indeed 
make progress on reducing the relative 
burden of their debt—but only by slow- 
ing their gnp growth to 33% a year. That 
would give them growth averaging only 
3% a year during the 1980s, while their 
populations are increasing by just over 
2% a year. As Asian economies are 
growing much faster than the 3% aver- 
age, real incomes per African and Latin 
American would be lower in 1990 than in 
1980. 2 
The assumptions used by the IMF are 
not the only way to reach its conclusions, 
of course: cheaper oil or less protection — 
would also give the Idcs faster growth © 


and lighter debt. There are several ways | 
to crisis, too. If interest rates were to | 


rise, the non-oil Idcs could return to the 
bind that caught them in 1982. 
That is more of a risk than the IMF 


report suggests. Its projections were 


based on statistics available up to Febru- 
ary 24th; even then it was warning that 
“the high interest rates prevailing in the 
United States . . . appear to constitute a 


potential threat to smooth and sustained) f 
global economic growth”. Since Febru- | 


ary 24th, American short-term interest 
rates have risen 13 percentage points. 








If you have revisited Mexico City lately, you must have noticed 
the decrease in traffic congestion. The reason: Philips master 
traffic plan. It involves 1,000 intersections, each controlled by 
microcomputer. 

By careful planning, Philips managed to lay 400 kilometres 
of cables and replace 10,000 traffic lights without disrupting city life. 
All with the maximum involvement of local labour and industry. 

Clearing congestion is one element, controlling is another. 
Given the busy ports of London, Antwerp and Rotterdam, and the 
teeming off-shore activities, the North Sea is very prone to 
congestion. 

An uncomfortable thought, with so many oil tankers en route. 
In co-operation with its company Signaal, Philips extended the 
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existing radar chain, and thus brought the coastline and harbour 
approaches under close surveillance. That surveillance is 

now effective whatever the light and weather conditions, thanks to 
advanced radar and vessel traffic management systems. 

Philips combines vast and varied technological resources 
with a professional understanding of the problem involved. 
Advanced Philips road, sea, rail and air traffic control systems are 
in operation all over the world. 

For more information about Philips expertise world- 
wide, write to the Philips organization in your country or to Philips, 
VOA-0217/EW4, Eindhoven, the Netherlands. 

Philips. The sure sign of expertise world-wide. 
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invest heavily in finding new North Sea 


oil reserves, and has recently converted 
itself into an explorer for (rather than a 
mere investor in) oil and gas. But, as well 


as from oil its European profits are likely 


to come increasingly from its wodge of 


unrelated manufacturing interests—car 


brakes, typesetting machinery, chemi- 
cals, electrical connectors—in industries 
suffering from various degrees of reces- 


sion in France, West Germany, Italy, 
_ Spain and Switzerland. It wants to devel- 


op these through collaborative research, 
joint ventures and takeovers. 
High on Allied’s shopping list is an 


= acquisition in specialty chemicals feeding 
- the electronics business. It also wants to 





expand in Europe in medical-diagnostic 
equipment and in electronics, car parts 
and aerospace. Mr Hennessy is ready to 


Designer genes 


Sewing on a classy-sounding designer 
label is the quick way to add sales sex 
appeal to an otherwise androgynous pair 
of jeans. Right? No longer. Though 
designer labels have given the rag trade a 
great run for its money and boosted the 
fortunes of such firms as Puritan Mills, 
maker of the ubiquitous Calvin Klein 
line, there are three signs that designer 
labels have had their day: 

@ Discounting of the original lines. 

@ A proliferation of labels. Now even 
JC Penney, Macy’s and Sears, Roebuck 
and other big American department 
store chains have their own. 

@ Pirate labels (including those on per- 
fumes and luggage) which have pro- 
duced their own illicit industry with sales 
estimated at $18 billion in 1983. 

Mr Calvin Klein, who eventually ac- 
quired Puritan Mills himself, is leading 
the way with the new marketing ap- 
proach to replace unisex: cross-selling 
traditional lines for one sex to the other. 
Mr Klein’s new cotton briefs and tops for 
women have been a great hit, though 
they look like nothing so much as Y- 
fronts and traditionally staid male 
undershirts. 

Ithaca Industries, long a private-label 
producer for mass marketing firms, has 
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spend $1 billion on the right buys. These 
could be financed by equity or by borrow- 
ing; Allied’s gearing at the end of last 
year was only 33% and could stand, Mr 
Hennessy reckons, being raised to 40%. 
In the past few days, Allied has taken 
stock-exchange listings in London, 
Frankfurt, Zurich, Basle and Geneva. 

In becoming “‘global’’, Allied has reor- 
ganised itself centrally at its New Jersey 
headquarters into five core businesses: 
chemicals, oil and gas, car components, 
aerospace and industrial technology. It is 
also creating standard trademarks for its 
products worldwide, though retaining the 
Bendix name on the best known Bendix 
products along with the tag that now 
associates these products with Allied. 

But it has not yet found a satisfactory 
answer to the conflict between its ambi- 


NEW YORK 


followed Mr Klein’s lead with its Swipes 
by Ithaca range for women that adds 
mock-turtle-neck sweaters and ankle 
pants (what a Briton would recognise as 
a cross between track-suit trousers and 
long johns). The company is hyping the 
range as adding sex and comfort to 
skimpy garments usable both as under- 
wear and beachwear. What lady could 
ask for more? 

For gentlemen, cross-breeding comes 
in the form of cosmetics, such as Burt 
Reynolds’ BR line of “‘skin fitness and 
bath products”. The BR range is an 
adaptation of a mail-order line called 
Toya 9 (produced by Toya, the wife of 
another actor, Mr Ernest Borgnine). Mr 
Reynolds’s name and the phrase “‘skin 
fitness” are being used to counter men’s 
reluctance to use such products. 

Pictured in the slick mail-order cata- 
logue smoking a cigar in a bubble bath, 
Mr Reynolds is paid to say: “I think 
these products make a tremendous dif- 
ference in the way you look and feel 
about yourself”. Asked about the effec- 
tiveness of the product, Mrs Toya Borg- 
nine says moisturiser is needed by men 
who dry out their skin lying in the sun. 
For the non-sunbathers, she says, “It 
won’t hurt”. Move over, Boy George. 


tions to organise globally and the de- 
mands of European managers for some 
local autonomy for European operations 
that take in 20,000 (mostly former Ben- 
dix) employees spread across 84 plants 
and sales and R&D offices. The Europe- 
an businesses now report to the five 
divisions of New Jersey. They have no 
overall European management to guide 
them. ; 

The advantages of neatness are obvi- 
ous. A disadvantage is that it is hard to 
motivate managers when the big deci- 
sions come to them from New Jersey over 
the telephone. So Mr Hennessy has been 
sounding out his European managers in 
London and Frankfurt on how Allied can 
delegate powers to them without losing 
the cohesion that it is seeking in organis- 
ing itself as a global rather than a multina- 
tional company. 

One possible compromise is what is 
known in Allied as the Canada model. 
This gives Allied Canada authority to- 
organise and administer the group’s oper 
ations in Canada but requires each of the 
product-line managers to report to the 
five divisions in New Jersey. Varying the 
Canada model, a central European man- 
agement organisation could, for example, 
be responsible for common purchasing, 
transport and training. 

Meanwhile, Mr Hennessy is trying to 
keep everybody happy. His previous in- 
carnation as an executive with ITT in 
Brussels taught him, he says, that local 
management knows best what’s going on 
in Europe. And he promises to delegate 
as much authority as possible, eventually 
to the point of setting up a separate 
European board of directors. Just how 
that will fit in with the global structure is 
still anybody’s guess. 


Taiwan 


Tempting Toyota 





TAIPEI 


In dropping a year-old demand that pro- 
spective investors guarantee to export at 
least half their output, Taiwan is poised to 
allow Japan’s Toyota to invest $120m in a 
joint venture to make cars on the island. 
But it is five years since the car plan was 
originally mooted and Toyota is no longer 
sure the project is really worth it. 

Nor is Taiwan. This successful island 
economy does not need foreign capital. 
Savings are plentiful. The Taiwan Chi- 
nese, even more thrifty than the Japa- 
nese, save around 31% of gross national 
product. Foreign reserves are bulging 
because Taiwan ran a $5 billion surplus 
on its Overseas current account last year. 
The country has almost no foreign debt. 
Private foreign investment accounted for 
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ust 3.5% of total investment in Taiwan 
-between 1971 and 1983. 
_ The island does, however, need foreign 
_ technology and wants to diversify its 
“Manufacturing talents, now concentrated 
‘in textiles and electronics. This is why the 
economics minister, Mr Chao Yao-tung, 
has pushed the Toyota plan. He thinks a 
Toyota car factory will spawn compo- 
nents and materials suppliers that will 
later be strong enough to export, too. But 
first he wants to make sure (as do the 
local lobbies).that Toyota will transfer its 
car- and parts-making technology to lo- 
~eals, and will try to make cars cheaply 
enough to sell abroad, rather than simply 
gobbling up the domestic market. 








In July, 1985, the first of Malaysia’s 
national cars, nicknamed the Mahabishi 
after the prime minister, Dr Mahathir 
Mohamad, will roll off a production line 
near Kuala Lumpur. This M$630m 
(US$275m) 70-30 joint venture between 
the state-controlled Heavy Industries 
Corporation of Malaysia (Hicom) and 
Japan's Mitsubishi is a big part of Dr 
- Mahathir's plan to make his country 
another South Korea. Critics say that the 
government of thinly populated, re- 
` source-rich Malaysia has no business 
piling into the car industry: the technol- 
ogy is changing so quickly that the coun- 
try risks being stuck with a car that will 
soon be obsolete. 

“We will never get to the stage where 
the volume is sufficiently big to justify 
the setting up of a motor car industry”, 
Dr Mahathir said in November, 1982. 
Malaysia’s car output will grow from 
18,000 next year to 100,000 by 1991, less 
than half the level needed to be competi- 

~ tive, he reckons. The cost of the project 
is justified, instead, by skills to be im- 

,. ported that will become the basis for a 

_) Car-components and a machine-tool in- 
=: dustry. So far, 240 engineers and skilled 

“workers have been trained at one of 
Mitsubishi’s plants in Japan. 

~ “About 36% of the car’s content will be 
made locally to begin with. The govern- 
ment will try to guarantee Proton (as the 
carmaker is being called) a. profit by 
imposing higher tariffs on the rival 
































| Taking the wrong road? 















achieve this—by, in effect, requiring the 
new project to produce to international 
standards. Toyota baulked at such rigidi- 
ty. Now Mr Chao is demanding a detailed 
timetable for the transfer of technology to 
locals, which the firm: says it will submit 
by the end of this month. If, as seems 
likely, the project is then approved, the 
new company will be set up in July with 
45% of the $265m capital coming from 
Toyota, 25% from the government, and 
the rest from private investors. 

Toyota still looks like proceeding with 
the project, even though it doubts that it 
will ever make any money. Production is 
supposed to begin at the end of 1986, 


KUALA LUMPUR 


knock-down kits that are imported by 
five assemblers in Malaysia. The indus- 
try minister, Mr Ahmad Rithaudeen, 
says that, if the price advantage does not 
persuade Malaysians to buy their nation- 
al car, he will slap quotas on its competi- 
tors. The government has already said it 
will eventually stop imports of complete- 
ly built-up cars, 

Honda, Mazda, Ford and Daihatsu 
look like being squeezed out of Malay- 
sia’s market. The government expects 
Proton to take about two thirds of total 
annual sales of 150,000 cars by the end of 
the decade. The remaining 50,000 or so 
will probably be shared between the two 
top makers, Toyota and Nissan, which is 
no more than they are selling now. These 
two companies are considering buying 
some components from Proton in ex- 
change for lower import duties. 

Dr Mahathir, who dreams of making 
Malaysia a lorry-maker too, would like 
to export the car to Malaysia’s neigh- 
bours. But they want to build their own 
local car industries. The government has 
talked about the possibility of buying 
parts from Thailand and Indonesia if 
they, in turn, open up-their markets to 
Malaysia’s car. Mitsubishi has a $100m 
engine plant in Indonesia that will begin 
production later this year, but it will be 
making engines of the wrong size for 
Malaysia’s car. In any event, Mitsubishi 
says it will still be cheaper to import its 
engines from Japan. 


The export-ratio was one way to 
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Starting at 20,000 medium-sized sal 
cars a year, rising to 300,000 after eig 
years. However, the domestic market | 
only around 120,000 units a year, an 
now supplied by five costly assemblers 
Ford, Honda, Nissan, Renault and P 
geot cars. Even (generously) assum 
15% annual market growth, in five years 
time Toyota’s planned output will equ 
80% of local demand. Price competiti 
will be fierce, and Toyota will have 
export if it is to meet its productio 
targets, and reap economies of scale. . 
Exporting will not be easy. Accordin 
to Toyota’s man in Taipei, Mr Shigeaki 
Iwai, for the first few years it will cos 
nearly twice as much to build cars: i 
Taiwan as in Japan, and the new firm Wi 
not break even for at least five years: On 
big problem is that the government insis 
that Toyota must buy 70% of its compo: 
nents locally, but local manufacturers; 
better at making dangerous fakes t 
real products. For key components suc 
as brakes, transmission and engine: 
Toyota is thinking of goading its Japanese 
component suppliers to come and set u 
in Taiwan. Even then, Toyota’s out 
targets, and its now-vague export prom 
ises, still look over-optimistic. ae 
So why go ahead? Most probably 
Toyota is hedging its bets for the 1990s, 
setting up in Taiwan just in case mass. 
production on the island becomes profit 
able by then, and in case its exports from 
Japan are shackled by import barriers 
































































































Toyota will still have just about cover 
its costs. Sut 
















armakers, offering more skilled labour 
nd fewer réstrictions than the rest, and 
eedier local competition than in South 
tea. Each local Asian market is too 
mall for more than one big car maker. 
ince GM already dominates South Ko- 
ea, Toyota is grabbing Taiwan. 

Mr Chao is still tepidly keen to get 
oyota, but his future targets are chiefly 
‘American. He says American multina- 











hilippines 


revival of the Philippines’ flounder- 
g economy depends largely on whether 
sident Marcos can restore credibility 
‘his government by holding parliamen- 
tary elections on Monday (May 14th) that 
e. less rigged than earlier ones. The 
IMF, whose team was in Manila this week 
to take vet another look at the country’s 
books, will wait until the end of May 
before putting the final touches to a letter 
of intent. Once it is approved, the Philip- 
pines will be able to draw on a SDR615m 
($640m) stand-by credit and will be better 
placed to reschedule $25.7 billion in for- 
eign debt. 

The IMF wants to be satisfied that the 
government can handle the economy af- 
er the shenanigans in the nine months 
since. the assassination of Benigno 
uino. A letter of intent was signed last 
ovember, but not acted upon because 
the fund discovered that the government 
had cooked the books. The country’s 
reign reserves were overstated by 
$600m, and currency in circulation was 
54% higher in the fourth quarter of 1983 
than in the third quarter. The letter of 
intent may be delayed further if the IMF 
is not satisfied that the money supply is 
ww under control. 

Before they participate in any resched- 


Manila muddle 


Philippines’: 


hange on a year ago 





Short-term debt $bn 
Beginning of period 
ist halt 








for their competition against- Japan. 
American firms “lack the guts” to export 
to Japan, Mr Chao reckons, but the ones 
with guts should invest in Taiwan, export 
from there and, at the same time transfer 
their technology to the Taiwanese. 

But sceptical Americans, eyeing Tai- 
wan’s $6.7 billion trade surplus with the 
United States last year, fear that most of 
those exports might actually head for 
America, not Japan. 





The sack comes after the election 


MANILA 


uling of external debts, commercial banks 
want the IMF letter of intent signed and 
also an agreement over $300m in offshore 
deposits which Citibank has frozen in its 
accounts in Manila. Businessmen have 
been living hand to mouth since foreign 
exchange dried up last September. All 
foreign currencies are supposed to be 
held by the central bank. Firms are doing 
everything they can to evade the controls. 

A favourite ruse is to overstate the cost 
of imports and to understate exports. It is 
thought that less than half of export 
earnings were repatriated in the fourth 
quarter of last year. The Centre for 
Research and Communication (CRC), an 
Opus Dei foundation and the country’s 
most independent economic analyst, pre- 
dicts that this year’s foreign exchange 
passing through the central bank will 
cover only half the imports of “vital” 
domestic industries (oil, essential food, 
and raw materials for basic goods such as 
steel). It guesses that the slump and the 
dearth of dollars will kill around a third of 
the top Philippine corporations this year. 
And around 500,000 people (who support 
another 2.5m people) are likely to be 
sacked. 

This is less politically potent than it 
might be because most of those made 


Trade balance 


Current-account 
balance 


are returning to their 
tryside. Others are 
finding jobs abroad. The Philippines’ big- 
gest-export industry is labour. The CRC 
suggests that-total remittances through 
official and unofficial channels amounted 
to $1.5 billion last year, half the recorded 
total for: non-merchandise exports. The 
number of Filipinos employed abroad 
rose 38% last year to 434,000: 

Much of the pain from the slump will 
come after Monday's election. In the 
second half of this year, IMF-prescribed 
measures are expected to include a fur- 
ther depreciation of the peso, still-tighter 
monetary curbs and cuts in public spend- 
ing. CRC guesses that manufacturing out- 
put. will fall by 4% this year, vehicle 
production by 30% and investment will 
drop by 20%. Only agriculture and other 
export industries not heavily dependent 
on imported raw materials will feel shel- 
tered. Mobil Oil and Ford have thrown in 
the towel in the past few months... 

Those companies with the heavies 
debts will.be squeezed tightest. The min- 
ing company Marinduque is in a big bind. 
It owed the banks 17 billion pesos ($1.2 
billion) at the end of last year, 90% of it in 
dollars. Its chairman, Mr Cesar Zalamea, 
says that with copper and nickel at their 
current prices Marinduque can service a 
debt of only 3 billion pesos. Mr Zalamea 
is also head of the state-owned Develop- 
ment Bank of the Philippines (DBP), 
Marinduque’s biggest creditor. The com- 
pany, in turn, is the bank’s. biggest bor- 
rower. Loans and guarantees to the min- 
ing company total 9.7 billion pesos, 14% 
of the bank’s outstanding portfolio. 

Earlier this. month, Marinduque’s 
shareholders approved a plan of DBP to 
convert about 13 billion pesos of debt into 
a combination. of common. stock, pre- 
ferred equity and income bonds. DBP 
will need lots of government money itself 
if it is to have enough to rescue praia 
que and other sick companies in this way. 
The plan will eretges require IMF — 
approval. 












































Sources: €1U: IMF OECD: Amex 
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_ COSTAIN 
increased earnings worldwide 


Profit before tax increased to £46.4 
million from turnover of £723 million,two 
thirds of which was overseas. Shareholders’ | 
funds increased to £231 million and the 
dividend to 13.5p per share. 

The main activities are contracting, 
housing, mining and property. 

1983 was a year in which Costain nearly 
doubled the number of homes sold in the 
United Kingdom, significantly improved 
results from mining in the United States, 
restored to profit companies in Australia 
and Canada, rationalised its scaffolding 
business and entered into negotiations 
leading to some valuable acquisitions early 
in 1984, 
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Financial Summary 

1983 1982 
Turnover £723m = £709m 
Pre-tax Profit £46.4m £40.4m 
Earnings per share 42.6p 38.6p 
Dividend per share 13.5p 12.0p 
Shareholders’ funds £231m £206m 





25 May, 1984 and may be obtained from The Secretary, 
Costain Group PLC, H Westminster Bridge Road, 
„ London SE17UE (Telephone: 01-928 4977). 


7 Copies of the 1983 Annual Report will be available from 
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The North Sea’s second wind 


Next month Britain’s brightest 
industry celebrates an important 
occasion—the ninth anniversary 
of the landing of oil from the 
British part of the North Sea. By 
the tenth, oil production will 
have reached its peak. 

Last year, according to figures 
released on May 8th, British oil 
output was 2.36m barrels a day 
(b/d), up 11% on 1982. This 
made Britain the sixth oil produc- 
er in the world, ahead of states 
like Kuwait and Libya. As re- 
cently as 1978 production was at 
only half that rate. But depart- 
ment of energy estimates for pro- 
duction to the end of 1988 now 
show a probable fall in output— 
starting in 1986, and reaching 
down, at the most pessimistic 
view, to a rate of only 1.64m b/d. 
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So is this the end of Britain's 
economic lifeline of the past sev- 
en years? No, it is not even the 
beginning of the end—only the 
end of the beginning. 

This is just as well. Whatever 
happens in the North Sea matters 
more to the British economy than 
probably any other domestic fac- 
tor. As the chart on the next page 
shows, North Sea oil is prominent 
in national output, investment 
and government revenues. Since 
Mrs Thatcher came to power, the 
gross value of oil and gas from 
the United Kingdom Continental 
Shelf (UKCS) has risen from £6.3 
billion in 1979 to £18.8 billion last 
year; as a proportion of gnp it 
rose from 2.5% to 5.3%. The tax 
revenue from the North Sea in 
the fiscal year 1978-79 was a mere 


THISTLE 
(Britoil) 1982: 123 b/d 
| » MURCHISON 
(Conoco) 1983:111b/d 
_ OUNLIN 
A (Shell) 1984:13404 
„~ STATFJORD 
(Conoco) 1988:586b/4 
_-—BRENT 
(Shell) 1984:4096/¢ 
-NINIAN 
e (Chevron) 1982:3106/¢ 
ALWYN NORTH 
(Total) 1988:86 b/d 


| 
| 
J 


FRIGG (UK) 


SHETLAND 
ISLANDS 


BERYL A 
ORKNEY 
we 
ISLANDS 4 


Qs 
Q 


PIPER 


CLAYMORE 


(Occidental) /984:113b/4 


HIGHLANDER a 
(Texaco) 1986:160/d / 


(Britt) 1985:496/d 


Nigg Bay OZ 
Ze St Fergus 


Cruden Bay 


BUCHAN 


TARTAN 
(Texaco) 1984:29b/d 


BRITISH SECTOR 


(Elf Norge) 
1980:17 8cm/d 


(Occidental) 1979:2676/7 








(BP) 1989:3564 


NORWEGIAN 
SECTOR 


BERYL B 
4 (Mobil) 1985:84 b/d 


(Mobil) 1980: 1035/4 


r- NORTH BRAE SOUTH BRAE 
(Marathon) (Marathon) 
Condensate  1984:109b/d 

© 1990:666/4 

BALMORAL 

(British Sun) 7987:34 b/d 

MAUREEN 
(Phillips) 1984:740/¢ 
FORTIES \ 
(BP) 1980:5056/0 


e 
MONTROSE 
(Amoco) 1979:296/d 


FULMAR 
(Shell) 1984:1320/4 @ CLYDE 


@ (Britoi!) 1988:49 b/d 
(Shell) 1977.476/d ee 
DUNCAN 


(Hamilton) 
1984:146/d 


GYLL 


(Hamilton) 1977:23b/d — 56°N 


KEY: @Oilfield W Gas field =— Pipeline O Terminal 
Names in brackets show operator: figures indicate peak 


production of:- 


ROUGI 
SOUTH 
MORECAMBE W 
(BGC) 1988-89:8 8 cm/d 7 


H 
{BGC} 7987: 3. gt 


Easington A 


oil in thousand barrels a day 
gas in million cubic metres per day 


i 
VIKING 
(Conoco) 1974-75:26.0cm/d 
\ 
VICTOR 
(Conoco) 1984 :7:1cm/d 
INDEFATIGABLE 
(Amoco) 1977: 11-2em/d 
(Shell) 7974: 7-7£m/d 


WEST SOLE 
(BP) 


IDS 2emd | 


Theddiethorpe 


ZG 


HEWETT Y 
(Phillips) 2977:23 6 om/d— a 


LEMAN WEST 
(Shell) 1976:28-5cm/d 
LEMAN EAST 


Bacton (Amoco) 1975:24 tem/d 








£562m; last year it was £8.9 bil- 
lion. By comparison, the yield 
from income tax was £31.3 billion 
and from Vat £15.3 billion. The 
annual benefit to the balance of 
payments is around £10 billion. 
The chart shows the basis for the 
hopes that the government con- 
tinues to put on such revenues 
from the North Sea while output 
of oil and gas is around its 
peak. 

No wonder many ask what 
happens when the oil runs out. 
However, according to the new 
figures from the department of 
energy, the question is not as 
urgent as they used to suppose. 
The flow of oil may slacken, but 
it will not become a trickle until 
well after 2010. 

Counteracting (conveniently?) 
the conventional picture of a fad- 
ing financial bonanza, the gov- 
ernment'’s figures show a startling 
jump in potential, as yet undis- 
covered, oil. For the last. few 
years such estimates of ‘‘undis- 
covered recoverable reserves’ — 
as opposed to those discovered 
and reasonably well measured— 
were revised downwards each 
year. But a new government re- 
view of geological structures has 
produced evidence that there 
could be as much as 25% more oil 
in the British North Sea than was 
previously recognised. 

Not everyone will be surprised. 
For years a few oil industry ob- 
servers have been convinced that 
there is more good, gettable oil in 
the North Sea than it suited the 
oil companies to let on (admitting 
as much might well encourage 
higher tax rates). Oil executives 
would sometimes speculate in 
private along such lines. But in 
public they would join the indus- 
trys constant criticism of the 
Erasmus University academic, 
Professor Peter Odell, who has 
always said the oil was there in 
much greater quantities than con- 
ventional analysts calculated. 
Now he looks vindicated. 

But even the optimists thought 
that much of the extra third or so 
would come from the more diffi- 
cult waters, eg, to the west of 
Shetland. The striking thing 
about the new estimates (which 
could, of course, be wildly opti- 
mistic or even manipulated by the 
government) is that they show a 
huge leap in potential right in the 
heart of the central and northern 
sectors of the North Sea. 

A year ago the latest informa- 
tion indicated that remaining re- 
coverable reserves—ie, including 
those in identified but unex- 
plored oil-bearing structures— 
were between 9.2 billion and 31.7 
billion barrels. The new figures 
are 10.6 billion to 39.6 billion—a 








More fiscal sunshine 


jump of 15.2% at the bottom of 
the range and of 24.9% at the 
top. To those more familiar with 
statistics than with offshore oil 
any estimates that give a bracket 
of one to four might seem noth- 
ing more than pure guesswork— 
and to an extent they are. But the 
trend in the guesses is as telling as 
the absolute figures. It should 
also be borne in mind that be- 
tween 6.9 billion and 15 billion of 
the barrels are in discovered 
fields. Energy department offi- 
cials say they have done the sur- 
vey using the seismic data that 
companies are obliged to file, 
plus their own investigations. 

To put the increase in perspec- 
tive, the figures should be com- 
pared with North Sea output over 
the past nine years. From day one 
to the end of 1983 the North Sea 
yielded 4.3 billion barrels. Evens 
at the bottom end of the rangé 
the new reserves figures show ai 
increase (1.4 billion barrels) 
equal to 33% of all the oil landed 
so far. At the top end, the extra 
7.9 billion barrels now judged to 
be there is equivalent to another 
four oilfields of the size of BP's 
Forties field, the biggest and 
most profitable find in the North 
Sea. At this year’s peak rate of 
extraction (in practice the rate 
would fall until finds were fully 
developed) the government is 
now saying that there are be- 
tween 12 and 46 years of North 
Sea oil to go—eyen if it were to 
be pumped flat-out. 

The extra, undiscovered oil is 
reckoned from the seismic re- 
turns (which do not even cover 
the whole of the United King- 
dom’s continental shelf) to lie 
slap in the middle of the North 
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tween 56 degrees North 
and 62 degrees North. A year ago 
‘the government thought there 
sre between 1.5 billion barrels 
and 5.6 billion barrels in this 
p now its estimates range 
from 3.4 billion to 14.3 billion. 
- ‘The birthday surprise is timely: 
later this month the government 
will give details of the blocks it 
ill allocate and auction in the 
ext licence round—the ninth in 
ie British sector since North Sea 
soil development got going in the 
imnid-1960s. 
The oil minister Mr Alick Bu- 
chanan-Smith is hoping to use the 
Micensing of about 80 new blocks 
Ko keep up the momentum estab- 
shed last year in the wake of 
n ‘ant tax concessions in the 
W983. budget—notably, these 
bolished royalty payments 
12%) on oil from fields whose 
Mevelopment was approved by 
e- energy department after 
aril, 1982. Having laid this 
on the waters, the govern- 
ent then saw the number of 
exploration and appraisal wells 
Wrilled. rise from 111 in 1982 to 
28 in 1983: that compares with 
t6:in the previous record year, 
1975, The- surge is reflected, too, 
1 the new numbers for those 
o mployed in the industry and for 
number of new oilfield devel- 
iapments approved. Offshore em- 
ployment rose from 21,500 in 
“982 to 28,700 last year; the 
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Bringing in the catch 


Getting oil and gas out of the North Sea has spawned a whole 
¿new industry which employs 100,000 people. Of these 40,000 
work either offshore or in the north-east of Scotland, particular- 

_-ly Aberdeen. According to government figures, 73% of off- 

-shore contract values last year went to British companies. 
< Some British businessmen complain that the 73% figure is 

high since much of it covers the British subsidiaries 


American and French companies. But British companies 
Mere slow to see the potential and left it to foreigners with 
- offshore experience. Behind the scenes there is pressure on oil 

companies to buy British if they want to get their licences. 

The stakes are high. The £2.8 billion ($4.2 billion) of capital 
-investment last year in North Sea hydrocarbons represented 

27% of all industrial investment in the United Kingdom, and 

7% of total investment in the economy. Overall spending on the 
North Sea was £5.3 billion. Of that, £1 billion was on explora- 

“tion for hydrocarbons (gas and oil); £1.76 billion was for 
developing oilfields; £1 billion for similarly getting gasfields 
ready for extraction (ie, installing rigs and pipes); £1.3 billion 
for operating oilfields; and £193m for operating gasfields. 

Is it worth it for the companies? Using estimates by stockbro- 
ers Wood, Mackenzie. here is an unofficial glimpse at a 
| Saati of companies, big and small, since they started in the 

North Sea. BP has invested £4.5 billion, paid £11 billion in taxes 
nd retained £7 billion in profits. Lasmo has invested £340m, 
paid tax of £267m and kept profits of £160m. Occidental has put 
n £1.4 billion, paid tax of £4 billion and got a profit of £2.4 
billion. International Thomson has spent £410m, paid tax of 
1.2 billion and showed a profit of £295m. Only the oil giants, 
BP and Occidental, seem so far to have got their money back. 
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growth is coming in the explora- 
tion and appraisal end of the 
business, as reflected by the 
slightly falling figure for capital 
spending on actual development. 
But last year’s exploration boom 
should presage a bigger employ- 
ment and investment boom in 
offshore (and onshore) oil over 
the next few years. 

As in the eighth round the 
government will put some of the 
blocks up for auction, but most 
will be allocated to applicants in 
the same “discretionary” way by 
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which the British government has 
always controlled North Sea de- 
velopment. Its argument is that 
straight auctions would just hand 
all the good exploration acreage 
to the “seven sisters” and other 
big, established oil companies, 
whereas the government wants 
North Sea fields to grow new 
British oil companies. In fact, 
although Britain has a couple of 
second-string oil companies born 
of the North Sea (Lasmo and 
Tricentrol), their success was 
founded on having shares of big 
finds, such as the Ninian field, in 
the early 1970s. The 20-odd other 
small oil companies are too tiny 
to go it alone in the new fields; 
increasingly they are seeking to 
be “farmed in” to new develop- 
ments alongside the big oil 
companies. 

The decline in output in 1986 
will mark the second phase of the 
industry. The average size of field 
is falling, and will continue to do 
so despite the increase in total 
reserves. Pulled up by the giants 
such as Forties, Brent and Nin- 
ian, the average size in produc- 
tion now is 420m barrels. But the 
industry expects.that new fields it 
can hope to discover—the second 
phase—will contain no more than 
about 70m barrels on average. 
Over the next 20 years, some 60- 
90 such fields are expected to be 
developed. According to esti- 
mates from Shell the cost of de- 
velopment of all these could run 
as high as £60 billion ($84 bil- 
lion). Mr Martin Lovegrove, a 
noted oil industry analyst, reck- 
ons the City investors are too 
starry-eyed in tending to over- 
look the $200m that he reckons it 
costs for the exploration and ap- 
praisal of even these smaller 
fields. Beyond that it may take 
another $800m in today’s money 
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to develop them to the point o| 
producing oil. 

The energy department is u 
derstandably keeping mum abo 
the precise distribution of the 
structures which its computer has” 
calculated from the seismic rë 
turns. Some of the promisin; 
chunks are in pockets in th 
mainstream part of the North $ 
that have not yet been licensed 
Advance outline of the content 0 
the ninth round distracted atten 
tion by talking about “frontier’ 
areas, where oil and gas will b 
economically marginal becaus 
of the difficulty of extracting it i 
deep waters. But Mr Buchanan 
Smith is hoping that the confi 
dence booster given this week 
the mainstream reserves will titil- 
late enough companies to bid or 
apply (most blocks are still al 
cated) for frontier areas as well. 

Such hopes may or may not. be 
realised. Oil companies should 
be sceptical about the economics. 
of reserves that have not actua 
been physically touched by an: 
exploration drilling bit. But the 
hate to pass up opportunities 
They are already responding t 
the technical challenge of gettin 
more than previously considered 
feasible from their pro’ ¢ 
serves. This is by usin 
hanced oil recovery”, 
volves a variety of techniques 
such as blasting chemicals and/or 
steam down to blow the oil out 0! 
difficult rock structures. With oil 
prices stable (indeed stagnant), 
the drive is on for increased ope: 
ating efficiency. Shell, for exam- 
ple, has set itself a target of 
cutting by 15% in real terms th 
cost of extracting each barre 
The prospect of a bigger th 
expected pool of oit still to- 
tapped should make t 









































































































All these Bonds have been sold. This announcement appears as a matter of record only. i 
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{Incorporated with limited liability i in the Netherlands Antilles) 
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Will American shares be sold 


as a loss leader? 


Synergy, says the dictionary, is the “com- 
- bined effect of drugs, organs, etc, that 

exceeds the sum of their individual ef- 

fects”. American financial-service com- 

panies, searching for synergy as they 
~ bundle more and more financial services 
under one corporate umbrella, are find- 
ng the quality more elusive than it 
nds. Like industrial conglomerates be- 
‘ore them, such new financial-service gi- 
ants as American Express, Merrill Lynch, 
Citicorp and Sears, Roebuck (the depart- 
ment store) are buying other companies 
in order to expand. It is not proving easy 
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to make these new firms work well to- 
gether. Two examples of synergy not-yet- 
in-action: 
@ Sears’ property-broking subsidiary, 
Idwell Banker, expects to sell 157,000 
omes in 1984. With the help of Coldwell 
Banker itself, the brokerage house Dean 
Witter (bought by Sears in 1981), and the 
group’s two mortgage banks, Sears wants 
eventually to. supply more than half Cold- 
well Banker's buyers with mortgages. 
Unfortunately, this year a mere 2,500 of 
the property broker’s 157,000 customers 
are expected to get their mortgages from 
Sears companies. 
@ Prudential-Bache, the Wall Street firm 
bought by Prudential Insurance in 1981, 
sold $11.6 billion of mutual funds last 
year. “When the acquisition was first 
made”, says a senior executive at Pruden- 
tial, America’s biggest life-insurance 
company, “there was a tendency to think 
that because stockbrokers were selling 
‘investments, it would be a natural fit.” 
But little more than $100m of the group’s 
mutual funds sold in 1983 were sold by its 
ae ‘ines 
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army of life-insurance salesmen. 

The financial groups are trying many 
such experiments in selling’ their newly 
acquired services. Some will succeed: 
Merrill Lynch, for example, whose prop- 
erty-broking arm will sell nearly 100,000 
homes this year, expects to lend money to 
about half the customers who need mort- 
gages. Many will fail. Although there are 
few restrictions left on what financial 
firms are allowed to sell in the United 
States (see chart), uncertainty persists 
about how to do the selling. For instance, 
will people who use cash machines in 
banks use a nearby telephone or terminal 
to buy and sell shares? 

All the big financial groups dismiss the 
idea that financial services can be sold in a 
single “supermarket”. Instead, they say, 
people will continue to buy services 
through specialised channels. Companies 
which control the largest, most profitable 
channels, and learn quickly what can and 
cannot be sold through them, will come 
out top. They have already discovered, 
for example, that life-insurance salesmen 
are bad at hawking some kinds of invest- 
ment; that brokers are better than bank- 
ers at selling cash-management accounts. 

Many financial conglomerates are 
therefore keeping their main activities 
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Fingers in financial pies (inthe united states) 


































are run independently; broking (Shear- 
son/American Express); credit cards and 
travel; international banking; insurance 
(Fireman’s Fund); and financial adv 
(Investors Diversified Services). Even i 
the financial centres. inside its stores 
Sears, Roebuck is careful to separate. i 
Allstate insurance services from Coldwell 
Banker and Dean Witter. Prudenti 
keeps its distance from Bache; Bank 
America from its discount-brokerage su 
sidiary, Charles Schwab. ann 
Why, then, build financial conglomer. 
ates? Largely in the belief that it-helps 
be big, no matter what area the financia 
firms are aiming for. Brokerage houses 
need all the capital they can get to cor 
pete in trading large blocks of securitie 
Distribution of services by what 
means—credit cards, branches or doo 
step selling—is costly. “oe 
Big companies offer easier opportu 



























ars has pushed up ales of Dean Wi 
ers brokerage accounts sharply. by mak- 
ing space for the broker in its stores. 
: Sears’ chain of more than 800 stores has 
lowed Dean Witter to dream of almost 
loubling its sales force to 11,000 within 
ve years, rivalling Merrill Lynch. With- 
ut the backing of Sears, Dean Witter 
ould not dare to be planning to add 
600 people to its salesforce this year 
me, a,27% increase at atime when 
thers are cutting back. 
Bache has retained fees within the 
Prudential group by using its parent in- 
ead of outsiders to manage its invest- 
lent funds. Subsidiaries of Sears and 
erican Express have tried (with mixed 
'esults), to self to holders of their parent 





























protege theo? 


mpanies’ credit cards. 
Getting salesmen in different parts of 
ompanies like American Express or 
‘ars to push each others’ services has 
roved more tricky. Prudential and 
ache found that their brokers and insur- 
çe agents needed a long, formal intro- 
uction: the two sides have worked out an 
greement on referring life insurance and 
rokerage between themselves and are 
ing it out in a few offices. The Sears 
roup is having trouble co-ordinating its 
roperty agency, mortgage banks and the 
nortgage traders at Dean Witter. Ameri- 
can Express is looking at about 100 differ- 
nt ways of making its still sprawling 
roup work better together. 
ynergy, it seems, if it works at all, 
rks slowly. The more immediate bene- 
‘to. the big. financial conglomerates 
ome mainly from their size. Most money 
n are betting that size will serve them 
nd that the biggest half-dozen finan- 
I companies will widen their lead over - 
mpetitors as barriers between banking, 
‘oking and insurance come down.” 


| Gut reaction. 


HONGKONG 


Hongkong is in two minds about its 
future. The colony’s officials are deter- 
minedly cheerful;-the majority of its peo- 


ple fearful. The local stockmarket, which .. | 


has given investors a good run for their 
money this year, has joined the majority. 
This week, the Hang Seng index sank well 
below the psychologically 
1,000 barrier. It closed on Thursday, May 
10th, at 921 and nobody was betting 
where it would stop. 

The stockmarket has been on the re- 
treat since. Sir Geoffrey Howe, Britain’s 
foreign. secretary, confirmed on April 
20th that Britain would have no part in 
Hongkong’s administration after 1997. 
The day before Sir Geoffrey’s arrival in 
Hongkong from Peking, the index stood 
at 1,116. It immediately fell some 45 
points after Sir Geoffrey’s statement but 
managed to stay above 1,000 as local 
officials set, about trying to boost confi- 
dence in Hongkong’s prospects under 
indirect Chinese rule. 

Then, on Monday, May 7th, the index 
dropped 51 points. It fell a further 30 
points on May 9th, to close at its lowest 
level since early January. Although the 
falis occurred in lightish trading and al- 
though the Hongkong stockmarket has a 
long history of over-reaction, the pros- 
pect of a mass walkout from the market 
has now become probable rather than 
merely possible. 

It is not hard to see why. While Britain 
continues to press China to spell out its 
supposed commitment to an autonomous 
Hongkong in the proposed Sino-British 
accord on the territory, China is itself 
telling Hongkong citizens what life is 
going to be like after 1997. A statement 
from Peking on May 7th that China would 
select Hongkong “advisers” on the mini- 
constitution it is drawing up for the terri- 


tory was seen as patronising, even intimi-. 


dating. And the statement by a delegation 


from Hongkong’s Executive and Legisla-: 
tive Councils in London this week was a: 


further depressing signal for the bears. 


The delegation expressed “deep con- 
cern” at the prospect of Chinese 
sovereignty. 


The argument that, in the 13-year run- 


up to 1997, Hongkong still has time for 
several more business cycles and. bull 
markets is beginning to wear thin. For- 
eign institutions who backed the “‘one- 


more-bull-market-at-least” theory in the: 


first four months of this year have 
stopped buying. Local bears have been 


selling steadily. Their increased nervous- 
‘ness could turn a run into a rout. 


important: 
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Sentiment was not helped by the Hong- 
kong Association of Banks raising the 
local prime lending rate by one. point (to 
12%) on May 9th—though the market 
has taken recent prime rate rises in its 
stride and recovered quickly from the 
Jardine Matheson announcement on 
March 28th that it was to incorporate it 
main holding company in Bermuda. A 
recent sharp drop in local currency liquid- 
ity as speculation on an upvaluation re- 
ceded has depressed the market too. But 
these are technical factors. It is gut fear 
that is moving the market now. 


American interest rates 


Centre stage 





NEW YORK 


The world’s moneymen were obsessed by 
America’s rising interest rates this week. 
Market rates rose in line almost every- 
where, and in Britain (see page 53), 
Switzerland and Canada big banks in- 
creased their rates. 

After cutting loose from the dollar late 
last year, the main currencies are once 
again hooked to American interest rates: 7 
the pound fell to its lowest level ever 
against the dollar this week ($1.38) as 
American banks bumped up their prime 
rate to 123%. Simultaneously, central 
bankers from the world’s biggest creditor 
and debtor nations were meeting in New 
York (see box on next page) to talk, 
among other things, of imposing a ceiling 
on debtor countries’ dollar-denominated 
interest payments. And the Federal Re- 
serve Board, which began to tighten cred- 
it in late March, came under attack from 
the Reagan administration for putting too 
tight a clamp.on economic growth. 

At this week’s auction, American gov- 
ernment bond yields went well-over 13%, 
up. from 113% three months earlier. 
Long-term corporate bonds were yielding. 
around 14%, against 123% in early Feb- 
ruary. And the banks’ prime. rate has 
movedup from 11% in a three ue within 
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-~ MANUFACTURING IN BRAZIL 


x LOW COST PRODUCT SOURCE x FAST ENTRY INTO BRAZILIAN MARKET 


x MINIMUM CAPITAL ROUTE * LOW RISK 


A large, long established. Brazilian company engaged in medium volume manufacturing of mechanical 
products with world wide repute seeks to extend the application of its-considerable machining and assembly’ 
facilities to the manufacture of new products, not necessarily related to its current line of business. i 


Contacts are sought with companies that without large capital expenditures, wish to enter the Brazilian market 
(which is usually impossible unless. products are locally manufactured) or that wish. to make use of the’ 


extremely low Brazilian cost base to restore price competitiveness to their products now being manufactured in 
a traditional industrialised country. “~ 


The interest is in manufacturing the products and providing the necessary logistical and administrative support, 
leaving the sales and marketing side to brand names’ owner although the company is also able to offer 
significant assistance and advice in the commercial and government relations fields.. Boks 


Companies interested should write to: 
“Brazil Manufacturer”, 
Brazmedia Internacional S/C Ltda. 
_.. Alameda Gabriel Monteiro da Silva, 366 
01442 — São Paulo — SP — Brasil 


“Apr 16 1984 








the cap fits 


| The latest rise in America’s prime rate 

<- injected, some urgency into the meeting 
in New York of the world’s top central 
` bankers, called there to discuss long- 
term ideas for tackling international 
debt. The 1} percentage point rise in 
short-term rates this year has added 
around $4 billion to developing coun- 
tries’ annual interest bill. 

Despite painful economic adjustments 
in the past year—including cuts in im- 
ports beyond what even the IMF would 
have believed possible—most big debt- 
ors are still unable to meet interest 
payments on their debt, let alone repay 










principal. ->> 
They are left with two choices: to go 
on increasing. their “total ‘debt, or to 
; Negotiate terms with their creditors that 
_ will make their interest burden less oner- 
ous. So far, bankers have opted for the 
| first course—but it may soon be closed to 
them. For Latin America, the chart 
' shows that even if the debtors continue 
“their austere economic policies (with 
‘economic growth averaging only 2.7% a 
“< year) total external debt is likely to rise 
|© to $429 billion by 1990: Such projections 
“frighten. bankers.: They are increasingly 
~ unwilling to. go on lending more to their 
» Latin American. debtors. 
- In New York this week, the central 
bankers pondered four ways of “cap- 
pi utting a limit on heavily in- 
de tries’ interest payments. 
@ Fixed-rate’ lending. Could banks 
make loans to developing countries at 
fixed rates of interest (instead of the 
current floating rates which sink and 
soar, but mainly. soar, at the whim of 


























ithe past two months. 
Even so, credit demand is strong. Com- 
anies are borrowing short-term to pay 
‘Or heavy investment in new equipment 
avoid high rates on bonds. American 
Mouse buyers are dodging rising mortgage 
vates by taking out floating-rate loans that 
wtart with very low concessionary rates. 





-The rise and rise of... 


us US prime rate 


3-month American 
commercial paper 


American domestic policy) and fund 
them in the bond market? Unlikely. 
Without some sort of government guar- `- 
antee, investors would demand high: 
yields to buy bonds they knew were 


ultimately destined to refinance dicky 


loans. . 
@ Variable maturity loans. Could inter- 
-e8t costs be fixed so that when market 
interest rates are higher the maturity of 
the loan is simply extended—rather like“ 
many home buyers’ mortgages? Unlike’ 
some other techniques, this does not let 
borrowers off the hook since interest is 
charged on their outstanding interest. 
However, the banks have nothing com- 
parable to the comfort of the underlying 
security on a mortgage loan—the prop- 
erty itself. 
@ Balloon payments. Could. interest 
costs be fixed and any shortfall from 
market rates added into one final “bal- 
loon” payment at the end of the life of 
the loan? Problem: where will the money 
come from to meet the big final 
payment? 
@ Floating-rate loans with a cap—a 
maximum rate that the borrower has to 
pay. When market rates exceed the cap, 
the difference is notched up in a “rainy 
day” fund. When interest rates move 
lower than the cap, the borrower keeps 
paying the cap rate until the deficit is 
eliminated. Bankers take the risk that 
the “rainy day” fund will be in deficit 
when the loan finally matures, but at the 
moment this is the scheme with the 
biggest following. 

Only one such loan has ever been 
raised in the Euromarket—a $250m syn- 


Morgan Stanley, the New York invest- 
ment bank, reckons that at this rate, 
private-sector credit will exceed the Fed’s 
8-11% target growth range this year. At 
the same time, the federal government is 
borrowing twice as much as it usually 
does at this stage of the business cycle. 
The Fed’s other measures of money 
supply, however, are still behaving them- 
selves: M1, for example, was only 2% 
above its (seasonally-adjusted) level of 
early January by the first week in May. 
Hence the charges by Mr Larry Speakes, 
the White House press spokesman, after 
this week’s prime-rate rise, that “the 
money supply is not accommodating real 
economic growth”. But Wall Street and 
the Fed seem more worried about the 
clash between the growth in total credit 
(now running at an annual rate of at least 
11%) and the Fed’s 9-10% target this year 
for growth in nominal gnp. 
For traders, three months of rising 
interest rates have meant big losses on 
bond portfolios. Wall Street’s in-house 
economists told their traders four months 
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dicated credit for the British Gas Corpo- 
ration in 1973. Since then the volatility of 
interest rates has deterred banks from 
further experiments. 
Banks have staunchly resisted moves 
to charge debtor countries below-market 
interest rates. In part, this is becaus 
American banks fear they would be. 
obliged by their. regulators to. declare 
such loans as non-performing, with nast: 
effects on their earnings. However, th 
Federal Reserve Board’s desire to un- 
couple domestic monetary’ policy from 
international debt could bring a change © 
in the rules. 



















































ago that the economy was slowing down, 
and they got it wrong. Demand for cre 
persisted, and bond prices—and traders 
profits—kept falling. Gloom about the 
inflationary fall-out from big budget de 
cits has also kept share prices down a 
more investors are tempted to switch int 
cash. The Dow Jones industrial average i 
10% below its 1984 peak. 


Canadian securities firms 


Making a splash 


TORON 





The Ontario Securities Commission ha 
foiind that it is hard to turn the comp 

tive tap half on. As: overlord..of ‘th 
Toronto Stock Exchange, Canada’s big- 
gest by far, it has launched a review of its 
policy on who can own how much 
securities firms. It is worried that t 
restrictive rules on the outside owners 
of firms—which it left standing last 

when it moved to negotiated commissio 

















and allowed a commercial bank, Toronto 


-= Dominion, to enter the discount broker- 
age business—may be causing distortions. 


In the past two weeks, two mergers 
between brokers have been designed to 
boost their capital base and give them 
more competitive muscle. Dominion Se- 
curities Ames, vying with Wood Gundy 
to be the country’s biggest, announced it 
was teaming up with the smaller Pitfield 


_ Mackay Ross from June 1st to become, 


with a capital base of C$100m, the biggest 
firm in Canada. Burns Fry, a firm about 
the same size as Pitfield Mackay Ross, 
announced that it is to merge with the 


f -small Montreal firm of Jones Heward. 


What made the Ontario Securities 
Commission introspective was not so 
much the merger splurge as the attempt 
by one firm, Daly Gordon Securities, to 
boost its capital by looking for partners 


_ from outside the brokerage community 


and (tut-tut) from outside Canada. 

No single foreign shareholder may own 
more than 10% of a Canadian securities 
firm. Shearson/American Express owns 
10% of McLeod Young Weir; Citicorp 
10% of Walwyn Stodgell. Daly Gordon 


planned to get round this restriction. by 


joining with the Belgian financial group 
Lambert Bruxelles. Not only was Lam- 
bert Bruxelles to take a stake in Daly 


` Gordon (probably 10%) but it was also to 
- take 40% of a new firm to be called 


Gordon Capital. The new firm would 
handle all Daly Gordon’s non-regulated 
business. That would include private 
placements and the underwriting of those 


= new issues that do not have to be over- 
= seen by the regulatory authorities be- 


cause each investor puts up a minimum 
sum which defines him as rich enough to 


= take care of himself. 


Jealous rivals see this as a bold way for 
Daly Gordon to get more capital behind 
its profitable underwriting business. The 
Toronto Stock Exchange has said it disap- 
proves of the plan and that Daly Gordon 
is not following the letter of the law on 
foreign ownership. Daly Gordon ap- 


~ pealed to the Ontario Securities Commis- 


sion against the ruling but has now asked 


that the appeal be postponed until after 


the commission has finished its policy 
review (probably in September)—a re- 
view that Daly Gordon hopes will relax 


_the rules on foreign ownership. 


_ Satellite insurance 


Cover up 





= Insurance premiums for satellite launches 


90 


are going into orbit—which is tough on 
the Australian government. It wants to 


‘insure its Aussat programme, a series of 


launches to begin next year. It will be 


aes 
A: 


am n aa 
$105m about to blow 


among the first to buy satellite insurance 
since two new bits of hardware went 
space-walkabout in February. The insur- 
ers (mainly from Lloyd’s of London) face 
a $180m bill,’ new customers higher 
premiums. 

One of the satellites which went into 
the wrong orbit was the sixth in a series 
launched by America’s Western Union; 
the other was the second in Indonesia’s 
Palapa programme. Both were consid- 
ered good risks. The claim for the West- 
ern Union satellite (thought to have gone 
up in vapour) will come to $105m. The 
$75m claim for Indonesia’s satellite may 
yet be reduced, depending on the success 
of a rescue operation due in October. The 
maximum claim of $180m for the two 
satellites is only slightly less than the 
$213m total for all previous claims on 
civilian communications satellites be- 
tween 1965 (when satellite insurance be- 
gan) and the end of 1983. Total premiums 
paid since 1965 amount to $189m—far 
short of the claims. 

Premium rates for launch insurance 
come in three categories: 

@ Those for a satellite that is launched 
from a shuttle. These stood at 6}% of the 
value of the satellite (which can be any- 
thing over $60m) before the incidents. Mr 
Jonathan Barnes, space underwriter in a 
Lloyd’s of London syndicate, says these 
rates will now double. 

@ Those for satellites launched by “old- 
fashioned” expendable rockets, such as 
McDonnell Douglas’s Thor Deltas. Be- 
fore the Western Union and Indonesian 
accidents, insurance rates averaged 9%. 
They, too, are expected to rocket. 

@ Those for satellites launched by the 
European Space Agency’s Ariane rocket. 
Rates here have been over 10%. The 
Australian satellites will be put into orbit 
by Ariane (or, possibly, Nasa’s space 
shuttle). Just how much premium rates 
will climb for Ariane launches depends on 
the success of the next one, scheduled for 
May 22nd in French Guiana. 
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Polish debt- 








Bear essentials 


Poland’s economic difficulties are push- 
ing the country into a tighter Russian hug. 
In Moscow last week, General Jaruzelski 
signed a new long-term trade agreement. 
Poland also wants to have good commer- 
cial relations with the west, but western 
policy on rescheduling the country’s ex- 
ternal debts is looking almost as disjoint- 
ed as the Polish economy. 

Just over half Poland’s debts of $27 
billion are owed to western governments. 
Poland has in effect enjoyed a complete 
moratorium on interest and principal re- 
payments on these loans since reschedul- 
ing talks were broken off in December, 
1981, after the imposition of martial law. 
Talks were resumed last November, but 
have still to get over the first hurdle of 
how to deal with Poland’s $340m arre 
on the 1981 rescheduling agreement. 2 | 

Western banks, however, have contin- 
ued to negotiate annual rescheduling 
packages. Last month they took the un- 
usual step of agreeing to reschedule in 
one go all the debts falling due up to 1987. 
Repayment of the $1.6 billion involved 
will be over 10 years at a spread of 13% 
above Libor. For the banks, the deal 
saves the time and expense of repeated 
negotiations over relatively small sums. 

The banks also agreed to provide the 
Poles with new money for the first time 
since 1980. Some $370m of the $700m 
Poland will receive represents a five-year 
renewal of existing trade credits which 
expire in October, 1985. The remainder 
takes the form of a five-year revolving 
credit, half available at the end of this 
year, the rest at the end of 1985. 

So, while the banks have put Poland 
back on a more-or-less normal footing, 
western governments are still theoreticagl 
ly punishing the country by keeping finai 
cial sanctions in place. Since these sanc- 
tions have, ironically, helped Poland by 
allowing it not to pay back the money it 
owes, it has little incentive to reach a 
formal agreement with its western gov- 
ernment creditors. Only exceptionally 
generous terms are likely to entice the 
Poles to move. 

But it will be difficult for the Reagan 
administration to make concessions in an 
election year, unless there is some visible) 
change in General Jaruzelski’s policy. 
Rumour-mongers in Warsaw say 11 
prominent political prisoners may be of- 
fered “temporary exile” soon. Might the 
group of economists representing westerm 
government creditors—who are due to gol 
to Warsaw at the end of this month—them 
be able to get down to some serious) 
business? = 
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-= When you reach a certain 
point in life, you need a personal 
bank account in Luxembourg. 


| 3 There aresubstantial advantages in having a bank account in the Grand Duchy of 
Luxembourg. Advantages of which you may not yet be aware. Advantages which could 
__ prove extremely-useful to you. Luxembourg has developed into a major financial centre. 
~~ It has the reputation for political stability and economic prosperity. The Luxembourg 
branch of The First National Bank of Boston (one of the top 20 U.S. banks) has recently 
produced a brochure with the aim of making these advantages known to you. Its potential 
value cannot be calculated. Send for it today. 
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A matchless record of fact and opinion essential for 
research in the economic and political history of the 
last 140 years. 
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- The EIU’s Quarterly Economic Reviews 
guide you expertly through economics 
-and business in 160 countries 

Every quarter 83 separate Reviews together cover over 160 countries — evaluating growth prospects, assessing 
opportunities, examining the problems. By providing a concise service of business oriented analysis of the latest 


economic indicators in almost all countries of the world, the EIU aims to assist subscribers to react quickly and 
\ccurately to developments in the international economic environment. i 


Ea h ofthe 83 Reviews contains: - ' : compact, coherent and standard format, although contents inevitably vary 
@ 300 word summary of the contents. from country to country depending on the availability of data. 
Annual Supplements carry statistical tables on economic indicators over the 


,000-3,000 words discussing the main trends in the economy and i oem 

forecasting them fi ear ahead. For key economies, this is a numerical anger term.: ; : : , si 
o cas i em tora yearanead. f OLKEY re iniedi A text puts these and many other figures in their setting and outlines political 
- forecast of the main components of expenditure in reat terms. conditions, planning policies, foreign investments rules and exchange 


,000-10,000 words of news analysis covering the main issues on which restrictions. 
_ organisations operating in an international context need to be informed: z ; 
political developments relevant to an understanding of the economy, How the Reviews work foryou » 
: rnment economic policies; trends in investment and consumer spending; @ as.aconcise yet comprehensive service of comment and analysis on the world 


formance of key business indicators; evaluation of, ‘foreign trade data; economic situation. 
assessment of development plans... as an up-to-date guide to business conditions and prospects. 


Charts for a visual indication of the main economic trends. as briefing material for overseas visits by businessmen. 
tatistical appendices, fora deeper perspective. by providing access to information not easily available elsewhere. 





ual Reference Supplements as a.check on data acquired from other sources. 
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Miniproblems, maxipromise, 
for megabit memories 


The success of microelectronics over the 
past 15 years has been driven by continu- 
ous, steep declines in the price that has to 
be paid for a given level of performance. 
Memory chips, the little pieces of silicon 
that store information for quick use by a 
computer, have helped lead this: their 
Drice-performance ratios have plunged on 

erage by 35% a year. Can memory 

iipmakers keep the process going by 
innovating as successfully as they have 
done in the past? IBM’s announcement 
late last month of a one-megabit memory 
chip casts some light on the problems they 
face. 

IBM is by no means the first company 
to produce an experimental megabit 
memory (which stores more than 1m bits 
of information, each a 1 or a 0 in the 
digital language of computers). Hitachi, 
NEC, Fujitsu and Japan’s state-owned 
telecommunications corporation, Nippon 
Telegraph and Telephone, have all re- 
cently shown off their own versions of 
one-megabit chips. 

IBM, however, says it managed to 
make its one-megabit dynamic random 
access memory (ram) not on a special 
production line, but with machinery and 
materials already used to produce 64k (ie, 
44,000-bit) and 72k rams. It also claims to 

ive reduced the width of the circuits on 
its new chip to as little as one micron (one 
millionth of a metre). Most 64k and 256k 
rams have circuits that are two or more 
microns across. 

This has made some people wonder if 
the move from commercial production of 
256k rams, now just starting, to the 
production of chips four times their size 
will be easier than they were expecting. 
Probably not. Even IBM’s use of existing 
production lines is less of an advantage 
than it seems. Each new generation of 
memory chips (4k, 16k, 64k, and now 
256k) has brought with it big changes in 
how chips are made. So today’s megabit 
iinet ei including IBM’s, are likely to 

e greatly changed before mass-produc- 
tion begins in perhaps two years’ time. 

The main challenge in making a mega- 
bit memory is a familiar one for chip- 
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makers: how to reduce the size of the tiny 
switches (or memory cells) and circuits 
that are drawn on the chips, so that more 
can be fitted on. Chipmaking techniques 
already in existence, such as etching cir- 
cuits on to chips with gases and liquid 
chemicals or using ultra-violet light, could 
be stretched-to draw circuits as thin as 
half a micron—far narrower than what is 
needed for a megabit chip. But there are 
other problems. 

Besides shrinking the width of the 
circuits, designers must reduce the size of 
memory cells and the space between 
them. Each memory cell in a dynamic 
ram stores a small electrical charge, 
whose presence or absence is read by the 
computer as a 1 or 0. The memory cell 
must be capable of storing a charge big 
enough to be unmistakably detected by a 
computer when it scans the memory. 
Moreover, to ensure an accurate reading, 
a minimum voltage—now down to about 
= volts—must pass through the chip. 

The voltage and memory cell storage 
capacity that are needed to make a dy- 
namic ram legible are harder to achieve as 
the chip gets more densely packed. One 
reason is that memory circuits these days 
increasingly use complementary metal 
oxide semiconductor (c-mos) technology. 
C-mos circuits need more metal connec- 
tions to other parts of the chip than 
circuits using rival technologies, so each 
metal connecting strip has to be narrower 
than before. Aluminium, the metal most 
commonly used in today’s memories, is 
prone to broken connections when it 
becomes too narrow. Other metals, such 
as titanium, will have to be used instead 
as circuits get smaller. 

Cramming more memory cells on to a 
chip also leaves less room for storing 
electrical charges on the chip’s surface. 
One solution now being discussed is to dig 
small trenches in the chip to increase the 
surface area around each memory cell 
and allow it to store a bigger charge. 
Because of the density of the cells this will 
be hard to do. 

Besides being hard to read, small 
charges in memory cells are vulnerable to 





How small can you get? 


being knocked out by natural radiation 
from materials used in chips and the 
packaging that surrounds them. Radia- 
tion not only gives memory cells tempo- 
rary amnesia, it also causes sudden surges 
in voltage that can burn out a chip. This is 
already a problem with 64k dynamic 
rams, and will get worse as chips become 
denser and the charges in them smaller. 

Megabit memories favour c-mos tech- 
nology. This contrasts with today’s 64k 
memories, most of which rely on negative 
metal oxide semiconductor (n-mos) de- 
vices. The banks of memory cells on one- 
megabit rams will still be made from n- 
mos devices, but the circuits surrounding 
them will rely mostly on c-mos technol- 
ogy. There may be a huge exception, 
however: IBM, which makes chips only 
for its own use, says its prototype megabit 
chip uses n-mos technology alone. 

The difference between these technol- 
ogies is in how an electrical charge is 
carried through the semiconductor. Sili- 
con is a poor conductor of electricity on 
its own. It is turned into a semiconductor 
by adding impurities like phosphorus or 
boron (a process called doping) to make 
pockets in the silicon that have too many 
or too few electrons. In an n-type device 
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when electrons move to occupy positively 
charged “holes” created in doped areas 
by the deficiency of an electron. 
c= C-mos devices combine p- and n-type 
channels. C-mos devices are harder to 
-make than n-mos circuits, but they use 
less power and help to protect dynamic 
rams from radiation. Most manufacturers 
(with the possible exception of IBM) 
_ reckon they are better suited to densely 
acked chips. 





Why: it’s worth it. 

OA megabit chip will substantially change 
‘the way ‘computers use their memories. 
` Megabit memories will be more adapt- 
_ able than most 64k’rams sold today, will 
cbe integrated | more often into other de- 
vices like microprocessors, and will par- 
“tially replace slower mass-storage devices 
_ like disks. 

Smaller, increasingly powerful memory 
chips save money and space—but only if 
_ users can buy as much memory as they 
ed and no more. A’computer’s micro- 
processors, which do the machine’s 
“thinking”, usually rely on a separate 
memory chip for each of the bits that they 
e capable of processing at the same 
ime; for instance, an 8-bit microproces- 
sor would usually need eight dynamic 
rams to back it up. But many computers 
today cannot use even that many 64k 
rams. What would they do with one- 
megabit memories? 

The solution is to split memory chips 
to four, eight or more segments, each 
dressed to a different use. Some 64k 
dynamic rams organised into four 16k 
sections are already on sale. Chipmakers 
ckon that most megabit memories will 
be split up like this. 

< The shrinking of memory cells will also 
‘encourage people to combine micro- 
processors and memories in computers- 
on-a-chip, or transputers. These have 
‘been pioneered by Britain’s state-owned 
hipmaker, Inmos. Some chipmakers 
reckon that within five years one-megabit 











silicon with 32-bit microprocessors. 

More powerful memory chips are 
worth pursuing because memory is still a 
bottleneck in computing. Computers can 
rocess information much faster than 
„large memory storage devices (such as 
disks) can feed it to them. If a computer's 
central processor could rely on a vast, but 
compact, array of memory chips for much 
f its information instead of getting it 
from disks, it could compute much more 
quickly. That will be especially important 
for two. fast-developing areas: computer 
graphics, and, eventually, computers that 
can recognise human speech. 
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movements: ofo Origin of life 
surplus, negatively charged electrons; in a 


p-type, by the backward flow that results.» 


memories may share the same piece of 








Toxic nourishment 


Hydrogen cyanide, which has the bitter- 
sweet odour of almonds and is one of the 
deadliest known gases, could also be the 
key to the origin of life. At least one 
scientist believes that this gas may have 
been the building block for the primitive 
protein molecules from which life arose 
on earth. 

Hydrogen cyanide is made up of hydro- 
gen, carbon and nitrogen. These three, 
together with oxygen, are among the 
most abundant elements in the universe, 
found both in stars and in the dust clouds 
of interstellar space. They are also the 
main elements in living matter. But it is a 
long way from these simple atoms to the 
complex protein molecules of living bod- 





From poison to life 
Making proteins from hydrogen cyanide 
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..to form a carbon- 
nitrogen chain, the 
backbone of protein 
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ies. What caused the transition? 

A classic experiment in 1953 seemed to 
suggest an answer. Dr Stanley Miller and 
Dr Harold Urey at America’s Stanford 
University simulated the -atmospheric 
conditions of primordial earth. They 
passed an electric current (lightning) 
through a mixture of methane (carbon 
and hydrogen), ammonia (nitrogen and 
hydrogen) and water. They got four dif- 
ferent amino acids—a dilute soup of real 
biological molecules. But to get life, the 
amino acids must be joined into more 
complicated proteins. The carbon from 
the acid group of one molecule has to find 
and link with the nitrogen from the amino 
group of another molecule to form a 
peptide bond. That does not happen on 
its own, at least not in a dilute soup. 

Professor Clifford Matthews of Ameri- 
ca’s University of Illinois thinks that it did 
not happen at all. He suggests that on 
early earth the amino-acid step was by- 
passed, and that proteins were formed 
directly from hydrogen cyanide, How? 
Clouds of hydrogen cyanide, created by 


a 
-In the laboratory, hydrogen cyanide re- 





action of sunlight on methane and 
monia, probably encircled the earth. 





acts readily with itself (a process called 
polymerisation) to form.a yellow-brown 
solid. Professor Matthews suggests this 
happened in the earth’s atmosphere. The 
carbon-nitrogen backbone needed for a 


primitive protein (See diagram) was pro- 


vided. by hydrogen cyanide polymers. 
They then rained-into the oceans, where 
they reacted with water until the earth 
was “knee-deep in protein”. 

Professor Matthews thinks his version 


_accords better with the earth’s primordial 


conditions. He repeated the Miller-Urey 
experiment without water. The yellow- 
brown solid was produced. When treated 
with water, it gave six amino acids. Dr 
Miller and Dr Urey probably got the 
same result but did not realise it because 
the polymers. were -broken ‘up by the 
water already in the mixture. 

It is not easy to'be sure, however, th 
the yellow-brown solid contains protei 
like molecules. The tell-tale sign of a 
protein—the carbon-nitrogen peptide 
bond—is hard to distinguish from the 
other chemical bonds in the material. 
Nuclear magnetic resonance (NMR) now 
offers a way of detecting it. A new NMR 
technique, recently developed by the 
Monsanto Company in Missouri, picks 
out the peptide bond while leaving similar 
but irrelevant bonds in the background. 
Using this technique, Professor Matthews 
has found peptide bonds—and thus pro- 
tein-like substances—in the products of 
hydrogen cyanide polymerisation. 

The theory could have extraterrestrial 
implications. Professor Matthews points 
out that hydrogen cyanide polymerisation 
may be “the main organic reaction in the 
universe”. Cyanide-type molecules are 
known to exist in outer space. And the 
outer planets -of the solar system, which 





have atmospheres like that of the young = 


earth, may be saturated with cyanid 
derivatives: Jupiter's stripes are the right ~ 
colour to be cyanide polymers. If Profes- 
sor Matthews is right, most young planets 
may be swathed in primitive protein. 


Tree breeding 
Pine clones 


Genetic engineers are itching to get their 
hands on trees. They believe that, just as 
high-yielding wheat, has been fashioned 
by breeders from a wild grass, so pine 
trees could be turned into fast-growing, 
oblong planks. So far, they have been 
held back by a major practical problem: 
how to grow trees from laboratory cul- 
tures of cells. That problem may now be 
nearer solution. 
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bus i 

At Wang we build some of the most innovative products 
in the business. 

And we seli them all over the world. 

But walk into any one of the Wang offices listed below 
and you'll find something that’s even more impressive. 

People. 

People who understand how your people work. No 
matter what country they work in. 

People who will make sure everything works the way 
we promise. 

Today we have the technology and the people to auto- 


mate your offices in over 100 countries around the world. 
Together, they make a world of difference. 
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ALABAMA Baton Rouge /Latayette/ Metairie’ 

Birmingham / Mobile / Montgomery Shreveport 

ALASKA MAINE 

Anchorage / Fairbanks / Juneau Bangor! Portland 

ARIZONA MARYLAND 
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St, Louis / Springfield 
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Billings / Helena 
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NEVADA 
Las Vegas! Reno 
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Rutherford ‘Wall Township 
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HAWAII Phiadeiphia/ Pittsburgh: State College! 
Honolulu: Wailuku Wayne 
IDAHO RHODE ISLAND 
Boise? Twin Falls Providence 
ts Champaign ‘Chicago’ Sharer Camna He 
ne R. it ai Greeni 
Morten’ Oak Brook Park Ridge Quincy! SOUTH DAKOTA 
Rockford? Rock island ‘Rolling Meadows/ Sioux Fails 
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INDIANA TENNESSEE hiiia 
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iowa ; TEXAS 
Cedar Rapids/ Des Moines Amaribo/ Austin / Beaumont Dallas: E 
KANSAS Paso! Fort Worth Galveston / Houston? 
Overland Park; Shawnee Labbock / Midiand /Odessa/ San Antonia! 
Mission/ Topeka / Wichita Tempe 
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White River Junction 
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i Hampton Richmond 
Roanoke / Rosslyn? Vienna 
WASHINGTON 


for your 


Bioomfieid? Edison / Johnson City/ 
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Asheville / Charlotte / Greensboro: Raieigh 


Richland / Seattie ‘Spokane? Tacoma 
WEST VIRGINIA 

Charleston 

WISCONSIN 

Brookfield /Green Bay: Madison? 
Stevens Point 


WYOMING 
Casper /Cheyenne 
INTERNATIONAL OFFICES 


ANTIGUA 

Barbados Business Machines Ltd.. 
Bridgetown, Barbados 
ARGENTINA 


Sisteco, S.A.: Buenos Aires 

AUSTRALIA 

Wang Computer Ply., Lid.: Adelaide, S.A; 
Alexandria, N.S.W. / Bankstown, N.S.W. 7 


Brisbane, Gid, ‘Canberra, A C. T./ Eastwood. 


S.A./ Epping, 8.S.W / Fortitude Valley, Qid. / 
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WAL/Sydney, N.S N. Townsville, Qld! 
Zetland, N.S.W. 

AUSTRIA 

Wang Gesellschaft m.b.H: Linz/ Vienna 


BAHAMAS 

Office Systems (Bahamas) Ltd.: Nassau 
BAHRAIN 

Aimoayyed International Scientific & 
industrial Technology: Manama 


BARBADOS 

Barbados Business Machines Ud 
Bridgetown 

BELGIUM 

Wang Europe S.A./ N.V: Brussels 
BERMUDA 

Data Services (Bermuda? iid: Hamilton 
BOLIVIA 

Sisteco, Ltda.: La Paz 

Data Processing (Pty.) Usd. Gaborone 
BRAZIL 
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Wang Canadi led. Bi 
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(Toronto), Ontario / Edmonton, Aiberta / 
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Halitax, Nova Scotia/ Montréal, Québec / 
Ottawa, Ontario’ Québec City, Québec ; 
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Winnipeg, Manitoba 


CANARY ISLANDS 

AF Yanes S.L.: Las Palmas/Santa Cruz 
CHILE 

Sistemas de Computación, S.A.: Santiago 
CHINA 
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‘Colinversiones, S.A.: Bogotá 
COSTA RICA 

Control de Datos, S.A: San José 
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Computer Services Ltd.: Accra 
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Barbados Business Machines Lid.: 
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HONDURAS 

Datum, S.A. de C.V.: Tegucigalpa 
HONG KONG 

Wang Pacific Limited: Hong Kong 
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Heimiiistseki S/F: Reykjavik 

INDIA 

Digitron Computers Pvt., Ltd.: Bombay 
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PT. Metrodata indonesia: jakarta/ 
Surabaya / Medan 

IRELAND 

Wang ireland Limited: Clondatkin/ Dublin 
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Dror Computer Systems ttd.: Tet Aviv 
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Wang Rafia S.P.A. Milan/ Rome 
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Datatechnique/ WANG: Abidjan 
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Wang Computer Ltd.: Tokyo 
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Kinshasa 

ZAMBIA 

Computer Services Lid. Kitwe/ Lusaka 
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On the pleasant amenities awaiting you when you 
change planes at Zurich or Geneva. 
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Competent staff 
will assist you 

at the transit desk 
and give you 
your boarding 
card for your 
connecting flight. 


Swiss tax-free 
shops are among 
the most reason- 
able in Europe. 
And you can 


pay for your pur- 
chase (perfumes, 
cigarettes, cigars, 
drinks etc.) 

in many curren- 
cies, or by credit 
card. 





6 Naturally you can fly Swissair vil 


Switzerland to reach your destinatia 
as quickly and pleasantly as possibi 
(Sometimes there’s less than an ho 
wait for your connection in Zurich « 
Geneva.) On the other hand, flyiall 
high above the Alps you may suddens 
have the happy notion of staying 
little longer in Switzerland; for a fei 
hours, a full day, or longer. In our bai 
chure “A Date with Switzerland” yc 
will find inclusive arrangements f 
six Swiss cities (Zurich, Geneva, Bas 





rne, Lausanne and Lucerne). For in- 
ance a sightseeing tour or guided tour 
the city, a day ticket for all public 
ansportation, reduced prices for the- 
res, concerts and galleries, and quite 
lot more. Hotel prices range from 41 
siss francs and include accommoda- 
ən and breakfast —and a whole range 
other facilities. And if time is too short 
benefit from all these reductions 
pn’t worry: there is always the oppor- 
nity to make a closer acquaintance 
th Switzerland on the way back. 





A wealth of 
shopping oppor- 
tunities await you 
at Zurich and 
Geneva airports. 
Smart boutiques, 
souvenir shops, 
jewellers, 
gourmet stores, 
and chemists. 





If you want some- 
thing to drink or 
eat during your 
short stop in 
Switzerland you 
have excellent 
options from 
snack bars to 
cafeterias or fine 
restaurants. 


swissair 


First Class, 
Business Class, 
Economy Class 
worldwide 

on all aircraft. 


Nymphenburg Castle in Bavaria 





Bavaria’s historical sites and tra- 
ditional Bavarian friendliness are ap- 
preciated the world over. Yet, few are 
aware of the modern, international out- 
look of its institutions. 

Bayerische Landesbank, for instance, 
is not only one of Germany's top banks, 
it's also one of the country’s most out- 
ward-looking. Our global facilities 
include branches in London, Singapore 
and New York (with our IBF and Grand 
Cayman Branch), a wholly-owned sub- 
sidiary in Luxembourg plus offices in 
Johannesburg, Toronto and Vienna as 
well as our correspondent network 
around the world. 

Through a growing international 
presence our capabilities range from 





like the hub of an international 
financial network. 


buyers credits in the Far East to roll- 
over credits in Luxembourg, from inter- 
bank money dealing operations to 
Eurobond issues. 

With a balance sheet total of close on 
DM 100 billion, our resources are sub- 
stantial. Also, we're bankers to the State 
of Bavaria, and an integral part of Ger- 
many’s most powerful financial organ- 
ization, the Sparkassen network. 

Moreover, we are authorized to issue 
our own DM bonds (one rated AAA, 
Aaa), an attractive investment for insti- 
tutional investors wanting to spread 
their currency risk. 

Our Commercial Paper traded in 
New York have received best possible 
ratings, too. 


Bayerische Landesbank 


International Banking with Bavarian Drive and Friendliness 


Central Office: Brienner Strasse 20, 8000 München 2, Tel.: (89) 21 71-01, Telex: 5 286 270, Cables: Bayernbank Munich. Branches: London, Tel.: 726-6022; NewYork, Tel.: 310-9800; Singapore, Tel.: 
222.69 25. Subsidiary: Bayerische Landesbank International S.A., Luxembourg, Tel.: 47 59 11-1. Representative Offices: Toronto, Tel.: 862-8840; Vienna, Tel.: 66 31 41; Johannesburg, Tel.:8 38 16 13. 
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The reason laboratory culture co Id 
help is that traditional techniques of 
choosing the best plants to breed from 
take a long time: a year in wheat, 10-30 
years in pine. It can be done, gradually. 
North Carolina’s tree improvement pro- 
gramme has increased the value of Amer- 
ica’s 20m acres of southern pine by 30% 
in 28 years simply by planting seeds taken 
from the best trees. One American tim- 
ber company, Weyerhaeuser, has gone a 
Stage further by resorting to arranged 
marriages between trees: pollen is collect- 
ed from one chosen tree and deliberately 
sprayed on another. 

The goal of the genetic engineer is to 
take a needle from an adult pine chosen 
for its growth rate or disease-resistance, 
and from each cell produce an identical 
clone of the original tree. That would 
avoid the hazards of cross-breeding (bas- 
ketball players can give birth to dwarfs) 
and almost guarantee homogeneous 

pring. 

uch an ideal is many years away. But 
It is already common practice to clone 
trees from shoot tips. The tips are put in a 
chemical brew that encourages them to 
grow shoots in all directions. Then each 
little shoot is transferred to another brew 
that encourages root growth; the result is 
a tiny tree. This allows fruit growers to 
propagate varieties that are difficult to 
breed naturally without the slow and 
tiresome business of grafting. Britain’s 
East Malling research station has the 
potential to turn out 1m fruit trees a year 
by this means. The main problem here is 
that the younger the tree, the easier it is 
to culture the shoots; and it is old trees 
that you most want to propagate, because 
they have proven their worth. Old trees 
can be “rejuvenated” with special chemi- 
cals that make shoot culture easier; an- 
other way is to take shoot tips from 
“suckers” which sprout from their roots. 

An improvement would be “callus” 
Diture. A callus is a lump of growing cells 
aken from anywhere on the plant (not 
ust a shoot tip). Calluses are potentially 
nuch more prolific than shoot tips, but 
persuading their cells to turn into little 
rees is harder, and in many cases impos- 
ible. None the less, calluses from adult 
ipecimens of some cherry and apple vari- 
‘ties can be regenerated. And the Anglo- 
Dutch firm Unilever has planted thou- 
ands of identical oil palms in Malaysia 
rom a callus made from adult palms. 

Progress with the coniferous trees used 
or timber is not far behind. Scientists at 
he Association Forét-Cellulose (Afocel) 
France have cloned sequoias and mari- 
ime pines by the shoot-culture method. 
but regenerating conifers from calluses is 
till a dream. At North Carolina State 
Jniversity the first few tantalising embry- 
s of southern pine have formed on a 
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... from little test tubes grow. 


callus, but that is all. 

None the less, pine calluses are already 
proving useful; in the fight against plant 
disease, for instance. “‘Fusiform” rust, a 
fungal disease, does $40m-worth of dam- 
age a year to southern-pine forests in 
America. The best way to fight the dis- 
ease is to breed forests from resistant 
trees. Dr Henry Amerson and his col- 
leagues at North Carolina State Universi- 
ty have now discovered that fusiform rust 
can be grown in the laboratory on callus 
cultures of southern pine and, more im- 
portant, that calluses from resistant trees 
also show resistance to the pest. Dr Alex 
Diner at Michigan Technological Univer- 
sity has found the same to be true of 
blister rust and white pine. 

This means that it is possible to find out 
in a matter of two weeks or so if a tree is 
resistant—and so worth breeding from— 
by taking cells from a needle, growing a 
callus from them and testing the callus for 
resistance to the rust. The present alter- 
native is to breed a seedling from the tree, 
inoculate it with the fungus and wait to 
see if the fungus takes hold: a process that 
takes about four years. The optimists 
expect callus culture to become commer- 
cially practicable in the next few years 
and to be followed by true genetic engi- 
neering. Dr Amerson speculates that if, 
say, turpentine production by southern 
pines is controlled by a single gene, then 
it might be possible to make extra copies 
of it to produce a turpentine-rich strain of 
tree. The pessimists say this could take 
decades if it ever becomes possible. 


Aspirin 


Dangerous radicals 


Aspirin has long been used as a painkill- 
er. Drug designers are now trying to 
mimic its molecular structure to make 
new anti-arthritic drugs. But their biggest 
problem is that nobody knows how aspi- 
rin works. In the 1970s, Britain’s Well- 
come thought it had cracked the problem. 
However, new work suggests that the 














drug’s activity may be more complicated 
It has long been known that aspirin 
interferes with the synthesis of a set of 
hormone-like products known as prosta- 
glandins, which regulate many body pro 
cesses such as blood clotting. Most are 


derived from a fatty substance called 
arachidonic acid, located in cell mem- 


branes. This acid can be released by 
injury or trauma and reacts with an en- 
zyme known as cyclo-oxygenase to make 


prostaglandins. Too much prostaglandin — 
is thought to be the cause of the inflam- 
mation and acute pain felt by the victims 

. of arthritis. 
























The Wellcome scientists believe that — 


aspirin blocks inflammation by chemical- 


ly inactivating cyclo-oxygenase. Although re 
they say they have sound evidence to 


back their theory, some puzzles remain. 


For example, only small quantities of — 
aspirin are needed to inhibit the enzyme 
in a test tube. But to relieve pain in an 


arthritis victim requires large doses of the 
drug. 

Professor Robin Willson of Brunel 
University in Britain has suggested that 
aspirin may combat inflammation in oth- 
er ways. He and others believe that 
inflammation is caused not by prostaglan- 


dins but by so-called free radicals, which — 


are highly reactive and destructive parti- 


cles derived from oxygen. All the ingredi- — 


ents for free-radical production are pre- 


sent in normal tissues: unsaturated fats 


(including arachidonic acid), metals 
(which act as catalysts), and, of course, 
oxygen. In healthy cells the ingredients 


are kept apart. After injury to the cell, — 


however, they are released from the dam- 
aged tissue and come together to make 
free radicals. 

Test-tube studies by Professor Willson 
indicate that aspirin may relieve symp- 
toms by mopping up free radicals. But he 
agrees with the Wellcome researchers 


that aspirin reacts with cyclo-oxygenase. — 


Indeed, the reason so much aspirin is 
needed for pain relief is that one of the 
by-products of the reaction between aspi- 
rin and cyclo-oxygenase stops the mop- 
ping-up process. 

Free radicals may be involved in caus- 
ing arthritis as well as in producing its 


symptoms. So far the causes of chronic — 


arthritis have remained elusive. Only the — 


acute symptoms of inflammation and pain _ 


are thought to be understood. One theory 
is that the disease is caused by free 
radicals inflaming the synovial mem- 
brane, which encases the lubricating fluid 







that surrounds healthy joints. Once the 


membrane is inflamed, the lubricating 
fluid gets thinner and loses its lubricating 


properties. Eventually, the free radicals 
attack the cartilage in the joint and the 
bone itself. As yet, though, this new 


theory has no evidence to support it. 
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This spring and summer IMI Geneva offers an unprecedented range of 
international management programs in the Lake Geneva area. 


international Advanced Management Program Is for 
managers due for an important job change and/or who need 
to despecialize into general management. May 7—June 29, 
Geneva. 


Management of Technology Learning how to manage and 
live with technological challenge. How companies approach, 
manage and successfully integrate technological change and 
innovation, 14-18 May, Montreux. 


Corporate Planning Enhancing the impact of planning, 
amongst other topics the concepts and experiences of 
competitor analysis and strategic audits will be studied in this 
program. 21 May to 1 June, Geneva. 


Investment Management The most recent developments 
in portfolio theory and investment management conducted 
jointly with Stanford Graduate School of Business. 

27-31 August, Geneva. 


Management of Research and Development Will review 
ways of formulating and evaluating R&D programs, 
managing R&D teams and raising R&D productivity through 
better strategy and group performance. 12-22 June, and 
13-24 August, Geneva. 


Public and Environmental Affairs Management of the 
impact of a corporation’s technology by working together 
with the major constituents. Workshop 2-6 July, Montreux. 


Board Members Improving the effectiveness of boards of 
directors. July 2-4, Geneva. 


Senior Executives Helping senior executives take better 
strategic decisions. June 4-8 and August 27-31, Geneva. 


Marketingand Purchase of fechnologyand Know-how 
Companies might benefit from this trend either as buyers of 
proven technology or sellers of proprietary know-how. 

25-29 June, Geneva. 


International Financial Control Currency problems, 
inflation, new developments in information processing and 
communications and financial planning and control. 

13-24 August, Geneva. 

Financial Management The latest developments in foreign 
exchange and money markets, like financial futures, tailored 
options, and true options. Plus other topics of interest to 
corporate treasury management and international bankers. 
17-28 September, Geneva. 


International Management Institute, Geneva 


4, chemin de Conches, CH 1231 Geneva, Switzerland 39. Telephone (022) 47 11 33 Telex 27452 
IMI is an independent non-profit foundation and an associated institution of the University of Geneva. 
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Once upon atime. . . 


THE OXFORD COMPANION TO 
CHILDREN’S LITERATURE 

By Humphrey Carpenter and Mari 
Prichard. 

OUP. 588 pages. £15. 


The frontispiece to this book briskly 
whips the carpet away from under the 
critic’s feet. In an 1891 drawing, an old 
leprechaun utters an incantation over a 
studious child: 

Man or Woman, Boy or Girl that reads what 

follows 3 TIMES shall fall asleep AN HUN- 

DRED YEARS. 

hree times straight through might con- 

ceivabiy be wearisome, once is exhilarat- 
ing. This is a book that signally lacks 
soporific properties. Instead, like all the 
best reference books, it has the indefin- 
able quality of encouraging a reader, 
diligently seeking a particular entry, to 
loiter and linger and forget what he came 
for in the discovery of new treasures. 

The authors, pictured with their daugh- 
ters, a teddy and an unidentifiable but 
clearly gripping children’s book, inherit- 
ed the project from that pioneering cou- 
ple, Iona and Peter Opie. Their intention 
was to produce a companion that would 
be good reading in its own right. They 
succeeded. Their book is a store-house of 
little-known facts: Brownies were first 
known as Rosebuds, Heath Robinson’s 
cat was called Saturday Morning, Uncle 
Mac lost an eye, a leg and a lung in the 













MAN oa WOMAN 
BOY oa GIRL 
THAT READS WHAT 
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trenches. It ranges far and wide, finding 
scope to cover Lassie and Andy Pandy, 
Kermit and Superman, the Woodentops 
and William Tell. The earliest authors are 
Bede and Aldheim in the seventh centu- 
ry, the youngest are in their thirties. 

An effective device is to allow authors 
to comment on themselves. On form, 
Alan Garner sees himself as Aeschylus 
writing Desperate Dan, while both Enid 
Blyton and Walt Disney admit to un- 
ashamed commercialism. Miss Blyton has 
been accused of racism, sexism, tedium 
and creating a steamy relationship be- 
tween Noddy and Big Ears. She coun- 
tered a threatened library ban by predict- 
ing accurately that her sales would go up. 
Today the policy is reluctantly to stock 
her books and to encourage children to 
read something else. The authors have 
their favourites. The best articles are long 
and intelligent assessments of Raymond 
Briggs, Maurice Sendak and E. H. She- 
phard. Conversely, they covertly dislike 
some writers, generally those who admit- 
ted to disliking children—such men as 
Arthur Mee, A. A. Milne and Arthur 
Ransome. Some books that are highly 
popular with children were not written for 
them at all—these include the work of 
Marryat, T. H. White and even Aesop. 
Others, though intended for children, 
have frightened or confused young read- 
ers: not surprisingly Alice and Struwel- 
peter head this field. A feature of the 
most successful books is that so many of 
them have begun as tales told to the 
authors’ own children: also, that so many 
of those authors describe themselves as 
never having grown up. 

An effort has been made to assess 
children’s literature in other countries. 
China, for example, shows a marked 
didactic tendency, but nothing quoted 
displays quite such earnestness of pur- 
pose as the Norwegian story of merry 
bacteria who live in a boy’s teeth and fear 
nothing but his toothbrush. 

There are, of course, omissions, espe- 
cially among contemporary authors, an 
area where the authors acknowledge that 
they have been, perforce, both selective 
and subjective. Margaret Stuart Barry, 
for example, deserves a mention, as does 
Violet Needham, and Helen Oxenbury 
and the Ahlbergs probably merit fuller 
treatment than their slightly perfunctory 
entries. These are, however, minimal 
quibbles. It is a wonderful book and 
















Casement in the dock 


Turned out ill 


CASEMENT: The Flawed Hero 
By Roger Sawyer. 
Routledge. 199 pages. £12.50. 


In this short, learned, decisive book, Mr 
Roger Sawyer resolves at last a A ; 
nearly 70 years old. He has burrowed into 
Roger Casement’s ancestry, and estab- 
lishes that he came from minor ascendan- 
cy gentry in Ireland, his father a Protes- 
tant, his mother a Roman Catholic. He 
shows how uneasy Casement often wasin 
social relations, how conscious of not 
coming quite out of the top drawer; nd 
explains that his profession of consul put 
him among the poor relations in the world — 
of pre-1914 diplomacy. He makes good 
use of foreign office archives in describing 
Casement’s admirable work against — 
atrocities in the Congo and eee 
basins. He explains also that Casement’s 
private life was overshadowed by an ex- 
clusive liking for other males as sex part- 
ners—preferably young working men; a- 
liking then not only illegal, but regarded 
with special horror in the social circles in — 
which Casement moved and by the gov- 
erning class in London. 4 
He shows how an illegal private life 
predisposed Casement for a life of con- — 
spiracy; analyses fairly his attachment to — 
the cause of Irish independence; explains — 
how he got caught up, a pawn on the | 
chessboard of a world war, in the designs 
of the German general staff; and recounts 
his final return to Ireland, arrest, trial, 
and execution. He disposes, it is to be 
hoped for good, of any suggestion that s 
Casement’s diaries were forged. The man 
had been doomed from childhood. His — 
diaries served to make his doom quite: 
certain; he could not, in any case, bee : 
saved from himself. ae 























For Your Stateside 
Book Needs 


CALL 


BOCH 
CALL 


FOR ANY 
CURRENT BOOK 


203-966-5470 Worldwide 
800-255-2665 toll free U.S. 


Amex, MasterCard, Visa or Stateside 
check + We ship immediately, anywhere 
in the world « Gift wrapping » Mail orders 
welcome « Corporate orders invited 


BOOK CALL is your bookstore at 
the end of the phone, providing indi- 
vidual attention from experienced 
booksellers. Book Call is affiliated 
with two of New England's most 
prestigious book stores, New 
Canaan Bookshop and the 
Hickory Stick Bookshop in 
Washington Depot, CT. 


Call 9 to 6 E.D.T. EVERYDAY 
59 Elm Street, New Canaan, CT 06840 






























The Economist 
Intelligence Unit 


El 


Just published: EIU Special Report No.168 


In the Gulf and elsewhere, oil producing 
countries have been moving downstream, 
and investing in large, modern, versatile 
refineries. Their impact upon the economics 
of refining in various parts of the world is 
analysed in this Special Report. Essential 
reading for those who need to understand 
the causes and consequences of the world 
refining crisis, and Opec’s role in that crisis. 
The EIU Ltd, 27 St James's Place. London SWIA INT Reg No 563972 


O Please send: OPEC AND THE WORLD REFINING CRISIS. Price 
£250 or US$500. Airmail postage extra outside Europe £2 
(USS4) 


© Full details of the current range of EIU publications 
© lenclose payment of S/USS....... 





To: The Economist Intelligence Unit Ltd (21) 
27 St James's Place 137 Avenue Louise, Boite 5 
London SW1A 1NT, UK B 1050 Brussels, Belgium 

Tel: 01-493 6711. 1x.266353 Tel: 02-538 29 30. Tx: 64805 
10 Rockefeller Plaza, 12th Floor Friedrichstrasse 34 

New York, NY 10020, USA 6000 Frankfurt am Main 1 

Tel: (212) 541 5730. Tx: 148393 W.Germany. Tel: 0611-728141 





Maggio musicale 


Povero Verdi 





FLORENCE 


Boos, whistles and cries of “vergogna” 
greeted the opening on May Sth of this 
year’s Maggio musicale festival in Flor- 
ence. The target of displeasure was a 
controversial and troubled production of 
“Rigoletto”, mounted by the Soviet di- 
rector Yuri Lyubimov. Mr Lyubimov, 
who founded Moscow’s avant-garde Ta- 
ganka theatre, was recently stripped of 
his post there for outstaying his leave of 
absence in the west. After the premiere in 
Florence, he declined to brave the boards 
for the traditional hosannas and brick- 
bats, but acknowledged the audience 
from his seat in the auditorium, with 
gestures of an explicitness not normally 
seen in an opera house. 

The production was ill-starred from the 
first. The title role was to have been taken 
by the Italian baritone Piero Cappuccilli, 
but he and the director fell out at once 
over the interpretation and Mr Cappuc- 
cilli quit. In turn, his replacement devel- 
oped a sudden attack of spring fever, so a 
third choice had to be rustled up at short 
notice from Vienna by Edita Gruberova, 
the soprano who was to sing Rigoletto’s 
daughter Gilda. He, Georg Tichy, some- 
times looked younger than she did, but he 
sang bravely through a part too big for 
him—only to be heckled by an audience 
that had paid good money to hear Mr 
Cappuccilli. 

Another casualty was the conductor, 
Bruno Bartoletti (himself a substitute for 
Giuseppe Sinopoli), whose place was tak- 
en competently, if unexcitingly, by Hans 
Graf. Even Miss Gruberova almost failed 
to make the first night. Her initial en- 









counter with the dramatic ideas of Yuri 
Lyubimoy occasioned such a culture 
shock that she dissolved in tears and 
might have taken inconsolably to her 
dressing room had professionalism not 
carried the day. 

What kind of production could pro- 
voke such strong reactions in so many 
distinguished artists? Regrettably, it is 
the work of somebody with very little 
apparent affinity for Verdi, for “Rigo- 
letto” or for the conventions of opera. 
Victor Hugo, from whose play “Le Roi 
s’amuse” Verdi and his librettist, 
Francesco Maria Piave, drew their text, 
set the action in the sixteenth century. In 
Mr Lyubimov’s production, Rigoletto 
wears a bowler hat and a clown’s nose, 
while Maddalena, warming up for her 
contribution to the quartet “Bella figlia 
dell’amore’’, pulls out a packet of ciga- 
rettes for a quick drag, like some fugitive 
from “Carmen”. 

The stage is peopled throughout b 
tailor’s dummies and mannequins, so 
of them suspended on strings and got up 
like Hitler, Napoleon, Charlie Chaplin 
and others (but not Mussolini, as Piero 
Cappuccilli imagined). Why? Let Mr 
Lyubimov explain, in the words of an 
interview granted to the local newspaper, 
Nazione Firenze: 

Chaplin is a very great figure, a symbol for 

our time. He is even a political point of 

reference, through whom free, democratic 
movements can redefine themselves. And 
he is a tragic figure like Rigoletto. In short, 

I have tried, while keeping faith with the 

libretto, to create an operatic world that 

could embrace not only Chaplin, but Don 

Quixote, Hitler and Napoleon. In other 

words, I have turned the drama into a 

fantasy, without in any way betraying the 

score and, in my view, I have correctly 

interpreted the true spirit of Verdi. 
Once on a universal tack, though, any- 
thing goes. In “Rigoletto” it generally 
did. Sparafucile proves his venality b 
sticking a banknote to his forehead wi 
glue; Gilda, as if to demonstrate her 
childlike simplicity, spends much of the 
opera rocking nervously in a swing, hang- 
ing at a considerable elevation above" 
stage level. 

Another dramatic miscalculation is te 
have Rigoletto step in front of the court- 
iers to deliver his diatribe ‘‘Cortigiani, vill 
razza dannata” at the audience rathem) 
than at those who, in the opera, have 
tormented him. ‘‘Poor Verdi”, as one off 
the loudest critics exclaimed during the 
performance. This was a production tha’ 
got in the way of the music, though with» 
intonation as wayward as Peter Dvorsky’® 
Duke, the distraction was not always 
unwelcome. In a lack-lustre cast, Mise 
Gruberova, despite a curdled note o: 
two, gave the audience least cause to 
grumble. 
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Zhu Shilin 





An undiscovered talent 


With the belated western discovery of 
Chinese cinema, the work of several 
gifted directors is starting to be appreciat- 
ed. One such is Zhu Shilin, who was born 
in 1899. Although he began directing 
comparatively late, Zhu was one of the 
pioneers of Chinese cinema. 

Like many of the first generation of 
Chinese film-makers, he drifted into the 
findustry almost by accident. He was a 
graduate of Shanghai Technical College, 
whose initial employment was with the 
MLonghai railways and with the Bank of 
China, as a trainee at Hankou. It was a 
(friendship with the Peking cinema owner 
Luo Mingyou that brought him into con- 

act with the film world. 


uo asked his educated friend to trans- 
te the synopses of imported films for the 
-omotional leaflets scattered in theatre 
f>bies. When Luo went on to found the 
(anhua film company in Shanghai in 
930, he invited Zhu to join him as a 
riptwriter and as joint head of the 
oduction department. Four years later, 
(hu began directing from his own scripts. 
The Shanghai film industry of the mid- 
fm30s was an ideological battleground 
tween the nationalists and the commu- 

| sts, Most of the company bosses (in- 
ding Luo Mingyou) supported Chiang 
i-shek and were eager to fulfil nation- 
policy” requirements. Many of their 
aployees, however, were covert leftists. 

u was among these, but v.nen Shanghai 
E to the Japanese in 1937 and the left 
d the city, he stayed behind. The films 
made under the Japanese occupation, 
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Sorrows of the Forbidden City”: no poisonous weed 


none of which can be seen today, earned 
him a blacklisting in 1945. 

Zhu moved to Hongkong in 1946, at 
the invitation of one of the fledgling 
Mandarin production companies, and 
continued making films for the large 
China market. When the border with 
China was closed in 1949, he remained in 
Hongkong to become one of the leading 
figures of the Mandarin film industry. 

The final turn in Zhu’s chequered ca- 
reer came in 1965, when his reputation 
fell victim in China to the “ultra-left” at 
the start of the cultural revolution. One of 
the attacks on Liu Shaoqi and his wife, 
Wang Guangmei, compared them with 
the emperor and empress in Zhu’s 1948 





film “Sorrows of the Forbidden City” and 
Zhu was branded unpatriotic by associa- 
tion. His later films were then damned 
with all the colourful rhetoric of the time: 
they were “poisonous weeds”, “stinking 
bourgeois relics” and “shameless revi- 
sionist filth’. Like many other Chinese 
intellectuals of his generation, Zhu died, 
a broken man, in 1967. 

Zhu’s best films are among the richest 
and most engaging in Chinese cinema. 
The little of his Shanghai work that can be 
seen today suggests that he was a tireless 
and resourceful innovator in the 1930s. 
His episode in the 1937 portmanteau film 
“Vistas of Art”, for example, is a small 
masterpiece of comic observation, using a 
harassed film director’s problems with his 
leading actress as a measure of the ram- 
shackle state of the film industry. 

Zhu moved easily between comedy and 





BOOKS PLUS 


Into the twenty-first century: The 
development of social security 


Ten eminent independent experts were commis- 
sioned to examine the arguments concerning the 
current role of social security and the scope for its 
future development, and this is their report. It places 
particular emphasis on a preventive approach by a 
whole range of services deploying different skills to 
help people not only maintain their working capacity 
but also to enhance their quality of life. The 
vanquishing of poverty is one of the first aims of the 
social security policies 


ISBN 92-2-103631-6 £6.40; SF22.50; US$12.85 


Introduction to social security 


3rd edition (completely revised and updated) 


This completely new edition clearly illustrates the 
fundamental principles of social security and gives a 
wealth of practical advice on the subject..A lucid 
explanation of the different approaches to social 
security coverage is followed by detailed discussions 
of each contingency. It focuses on the financing and 
administration of social security schemes, and on 
the interdependence with the national economy in 
both industrialised and developing countries, as well 
as highlighting areas of vital importance for plan- 
ners. A further chapter gives the latest information 
on social security for migrant workers 

ISBN 92-2-103638-3 £5.70; SF20.00; US$11.40 


INTERNATIONAL LABOUR OFFICE 


Branch Office jb = ILO Publications 
96/98 Marsham Street, \, CH-1211 Geneva 22 
London SWIP 4LY W [0 N Switzerland 
Tel: 01-828 6401 y M 
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Telex: 22 271 BIT CH 





The Economist 
Intelligence Unit 
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Just published: EIU Special Report No.166 


REPUBLIC 
OF IRELAND: 


Economic Prospects 1984-88 


This report looks at the government's efforts to 
restore this once dynamic economy and the 
consequences of its actions. In particular, it 
examines the prospects for export growth, the 
likely direct benefits to the economy of varying oil 
flows and the prospects of the Republic remaining 
competitive as an investment location. 


The EIU Ltd, 27 St James's Place, London SWIA INT Reg No 563972 


O Please send: REPUBLIC OF IRELAND: Economic 
Prospects 1984-88. Price £85 or US$170. Air- 
mail postage extra outside Europe £2 (US$4) 


O Full details of the current range of EIU 
publications 


O lenclose payment of £/USS........ 





Name 


Address 


To: The Economist Intelligence Unit Ltd (21) 
27 St James's Place 137 Avenue Louise, Boite 5 
London SWIA INT, UK B 1050 Brussels, Belgium 
Tel: 01-493 6711.Tx.266353 Tel: 02-538 29 30. Tx: 64805 
10 Rockefeller Plaza, 12th Floor Friedrichstrasse 34 

New York, NY 10020, USA 6000 Frankfurt am Main 1 

Tel: (212) 541 5730. Tx: 148393 W.Germany. Tel: 0611-728141 J 


BOOKS PLUS 






“Festival Moon”: the realist side of Zhu 


drama, studios and locations, realism and 
stylisation. “Sorrows of the Forbidden 
City” shows his command of the re- 
sources of the studio at its height. It 
charts the collapse of the Qing dynasty in 
the early 1900s, centring on the abortive 
100 days reform movement. Zhu resists 
all temptations to open out the story (the 


Since February, London’s Wardour 
Street has been home to one of the most 
unusual film clubs in Britain. It is the 
Chinese Film Society, a properly consti- 
tuted private company limited by guar- 
antee. The legal niceties were seen to by 
the founder, Miss Susie Wong (Huang 
Hsu-hsia in Mandarin), herself a quali- 
fied lawyer, with advice from Miss Jean- 
ette Greenfield, who holds a doctorate 
from Cambridge and has published work 
on the law of the sea. 

In two months, membership has 
grown to 130, including seven life mem- 
bers, who pay £50 a head. Surprisingly, 
only 40% of the membership is Chinese, 
even though most films are shown with- 
out English subtitles. The Chinese, it is 
thought, are too busy to slip out to the 
movies of an evening. Also, most of the 
inhabitants of London’s Chinatown are 
Cantonese, while the films are generally 
in Mandarin. The 60% non-Chinese 
membership includes Sinologists, stu- 
dents, critics and film buffs. 

The society is non-political and non- 
profit-making. It aims to show good 
Chinese films from any source. “There is 
a goldmine of wonderful old films made 
in China in the 1930s”, says Miss Wong. 
“We would love to show those. We are 
also interested in films from Taiwan.” 
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Boxer rebellion occurs off-screen) and 
makes it a detailed and allusive chamber 
drama, founded on the rituals, etiquette 
and intrigues of the imperial court. 

By contrast, films like “Spoiling the 
Wedding Day” (1951) and ‘Festival 
Moon” (1953) take to the streets of the 
then contemporary Hongkong to tackle a 


China nights in London town 


Preliminary inquiries about Taiwanese 
films available for hire in Britain, howev- 
er, threw up titles like “Naughty Beau- 
ty” and “Bed for Day, Bed for Night”. 
None has been shown. 

For its first show, the society had a 
red-hot attraction. “The Savage Land” is 
a Peking/Hongkong co-production, 
banned in China because it infers that 
the hero and heroine appreciate more in 
each other than the beauty of their 
political thought. Attendance at that 
performance was swollen by representa- 
tives from the Bank of China, by embas- 
sy staff and by Chinese students eager to 
taste the forbidden fruit. Subsequently, 
the society has mounted an unofficial 
retrospective of the work of the Chinese/ 
Hongkong director Zhu Shilin (see 
above). 

Performances are held in Wardour 
Street’s tiny Bijou theatre, which can 
accommodate only 70 people. If all 
members turned up, roughly half could 
not be seated, so already a bigger cinema 
is needed. The Bijou costs between £70 
and £80 a night (plus Vat), film hire can 
be as high as £50 and shipping costs 
(usually from Hongkong) absorb at least 
£200 a time. Subscriptions alone could 
not meet these expenses. For its first 
season, the society is covered against loss 





wide variety of pressing social problems: 
poverty, housing, inflation and the ten- 
sions between tradition and modernisa- 
tion. The first of these is a disarming, 
Lubitsch-like comedy about a young cou- 
ple on the verge of marrying who are 
repeatedly forced to postpone their wed- 
ding day. 

“Festival Moon” chronicles the mount- 
ing despair of a junior insurance clerk as 
he struggles to meet his gift-giving obliga- 
tions to his employer, in-laws and family 
on the occasion of a traditional festival. 
These films are comedies of social man- 
ners, one light, the other dark; both are 
distinguished by their freshness of tone. 

Zhu’s response to the growing political 
confusions of the early 1960s was to turn 
to a series of literary adaptations, drawn 
from the work of respected leftist writers 
of the 1930s. “Thunderstorm” (made in 
1961) is an impassioned and lurid version 
of a Cao Yu play, denouncing the tradi- 
tional family as a haven for cruelty a 
incest; “Garden of Repose” (1964) co 
from a moralistic novel by Ba Jin, attack- 
ing parents who pass on nothing but 
money to their children. These are far 
from Zhu’s best work, though they still 
display craftsmanship and intelligence. It 
is astonishing that a career as extensive 
and varied as his should, until now, have 
gone unremarked in the west. 


by a one-off £800 subvention from the 
Greater London Arts Association. 

Applications have been lodged for a 
variety of grants available to ethnic or- 
ganisations. Direct sponsorship, though, 
is unlikely. Those who might wish to 
underwrite the society are those from 
whom the apolitical Miss Wong says she 
would not want support. 


The world of Huang Hsu-hsia 
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e Oldest Press 
in the world © 


The right of the 
University of Cambridge 
to print and sell 

































all manner of books 
was granted by 
Henry VIH in 1534. 
The University has printed 
and published continuously 
since 1384. 
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- Our Fifth Century 
“Cambridge Collected Essays 
commenorated Begins conected Essays 


L e Q. D. LEAVIS 
RNA n This me 


'.. this elegant volume from the Universitys This first volume of three which will collect 

own press will make a superb souvenir ie. the critical writings of one of the best. 
remind visitors of what they missed or what English literary critics of the centur 

has missed them,’ The Observer focuses on the novels of Jane Austen. it 

£12.95 net also includes an priate aed ned memoir, 

f ‘A glance backwards, 1965° 


Hard covers £25,00 net 
Paperback £8.95 net 


| : The Printing Revolution in 
Otto Klemperer: His Life and Early Modern Europe 


Himes ELIZABETH EISENSTEIN 
ölume 1: 1885-1933 An abridged, illustrated edition of The Printing Pressasan 
PETER HEYWORTH Agent of Change, the first full-length study of the effect of. 


the advent of printing on Western culture. Of the original: 


‘Mr Heyworth tells Klemperers heroic and tragic story with a edition, The New York Review of Books said: ‘This is a good 
fitting sense of drama and full human understanding and and important book... the author's clear and forceful style 
sympathy. It is difficult to see how any musical biography makes it a pleasure to read’ : 
could be done better... Bernard Levin, The Observer Hard covers £25.00 net. 
£15.00 net Paperback £7.95 net 


That Noble Science of Politics 


A Study in Nineteenth-Century 
intellectual History 










Joseph Conrad: A Chronicle STEFAN COLLINI, DONALD WINCH | 

a ais : aaa! E an MIIE 

ZDZISKAW NAJDER T ee A comprehensive examination of the various attempts to 

cans if ie A lad ie pon gaok pou . develop a science of politics in the nineteenth century, 

¿oseph Conrad... that has yet appeared. g . p ; en 

? : ; the essays range wide and deep. Their texture is clase and. 
ae Anthony Powell, The Daily Telegraph the learning intense, but wit and readability are-as evident _ 

will certainly become the definitive account of the as the scholarship’ lan Gilmour, The Listen 


“John Bayley. The Guardian Hard covers £25.00 
: £19.50 net 


Paperback £9.95 n 












For a complete list of all our 1984 publications, please write to Elizabeth Grain, 
Cambridge University Press, The Edinburgh Building, Shattesbury Road, Cambridge Ca2 2RU 

























CONFERENCE 











LOMBA) P PROGI 


IESE 


Instituto de Estudios 
Superiores de la Empresa 
University of Navarra 
Barcelona-Spain 


of each year. 


This is a 21 - month fulltime Programme. 
beginning in the middle of September 


One of the principal prerequisites is a 
completed university study (in any field) © A joint 
or its equivalent. Its aim is to prepare 
tomorrow's managers to lead business and 
other organizations successfully within an 
increasingly complex environment. 
Applicants must speak English or Spanish 
sufficiently to be able to follow instruction 
in one of these languages in the first year; 
in the second, students are expected to 








Academic year 1984 - 1985 - 21 st year ofo our MBA Programme 


že * IESE’: 's MBA Programme was founded i in 1964 
and is the oldest in Europe. 
© Our experienced faculty is internationally 
recognized. 
committee of IESE and Harvard Business 
School professors has been supervising this 
Programme since its inception, 
© The student body is unusually multinational in 
origin and international: in outlook. 
+ Participants will become fluent in the two 
commercially most important Western languages. 
© 4 student-exchange programme exists with 
outstanding American and European business 


follow courses in both languages.{instruc- schools, 
tion will be given during the first year in 
the language not spoken by the student). 












June I7th to June 2lst. 


© Both design of the Programme and IESE’s 
location provide a natural commercial and cultural 
focus on Europe, Spain and Latin America: : 
Qur graduates are sought by companies around the 
world for the combination. of skills. they have 
“acquired in our Bilingual MBA Programme. 

For further information please write to: 

MBA Admissions Office, IESE 

Avenida Pearson 21, Barcelona 34, Spain, or send a 

telex (50924 TESB E), Cable us (IESE i 

BARCELONA) or call Nicola Hijlkema Bardon 

(3) 204 40 00) 














The five most important business days. 


Between those days, Austin & Lindberg, 
management and business consultants will 
- bechairingand running three conferences of 
vital interest to chief executives and senior 
management directors. 
Covering the latest in corporate thinking 
and strategy you'd be well advised to attend 
all three, though of course you may choose 
just one or two. It is recommended that you 
book early though, as capacity is limited. 
Presenters will be among the foremost 
experts in their field and include professors 
and chief executives from the international 


business world, covering the following topics: 





CHANGING CORPORATE CULTURE/ 
PHILOSOPHY 

Exploring ways of achieving a single purpose 4 
of mind across your entire workforce an ( 
bending it to the good of the company.. 
STRATEGY IMPL. EMENTATION AND. 
CONTROL : 

Assessing Assessing the best way of putting your 
strategies into practise in the most effective way, 
thereby guaranteeing results. 

CORPORATE AND BUSINESS 
TURNAROUND: z 

Recognising anda a ltering doel ina company, 
oy turning a loss- ss-maker i intoa Mong term 
sound proposition. te 








ARRANGED BY THE SYZYGY FOUNDATION, THESE CONFERENCES WILL BE HELD IN LONDON 
AT THE ROYAL GARDEN HOTEL, KENSINGTON. FOR INFORMATION AND PROSPECTUS, WRITE TO 
AUSTIN& L INDBERG INTERNATIONAL, RUE MONTOYER 31, BTE 21040 BRUSSELS, BELGI UM. l 





V TELEPHONE 3212) 911. 72. 90. TELEX: 26146 EBF B 








“Speak a language 


(THE GIFT OF A LIFETIME) 


German Portugese Thai 
Russian Turkish 
Japanese. Spanish urdu 


; 586, 51 1 Karjainglon Ghurch St, 


{01) 937 1647 


ey = 4 
SCHILLER 
INTERNATIONAL 
IVERSITY 
The American University 
in Europe 
Accredited Member, AICS, 
Washington DC, USA. 
iate, Bachelor and Master degree 
sin Business Administration, 
lotel Management, Law & Public 
Administration, Computer Studies, < 
Pre-Engineering and Pre- Medicine, 
‘French, Spanish or German in the 
appropriate country, Intensive 


glish; College Preparatory Courses 
grades 10-12 at Schiller Academy. 


BBA and MBA programmes also 


available as evening classes in 
on T = 


anren GILE RA 
Dept. D3, 51 Waterloo Road, 
don SEV STR, Tel: (01) 928 8484 








UNIVERSITY OF DUBLIN 
Trinity College 


STAFF TRAINING FOR 
DEVELOPING COUNTRIES 


SYSTEMS 
DEVELOPMENT 
OGRAMME (MSc) 


ications are invited from govern- 
ni officers, business managers, 
hers and researchers in developing 
tries for the next one-year pro- 
me starting in October 1984, which 
supported by the irish government as 
ft of its policy of development co- 
eration. 
@ programme is inter-disciplinary and. 
olives both academic course work and 
writing of a report on a stady carried 
in consultation with staff members af 
k state enterprises. An individual 
is designed for each study fellow 
pending on his academic background 
d his report relates to a selected 
‘lopment problem from his own 


dy fellows, who should have a degree 
fessional qualification, are usually 
onded from their employing organi- 
‘lons and supported by EEC or other 
wship awards for which separate 
plication is necessary. 


* details and application forms write 
Registrar, Systems Development Pro- 


me, Trinity College, Dublin 2. kre- 
Telex: 26442-TCD EL... 


LANGUAGE STUDY IN SALZBURG 
Saizburg International Language Center 


An international Language Institute 
located in Europe's most beautiful 
city. Intensive an, English and 
Russian courses held - at, all levels, 
Special summer poeeme offered 
for all age groups. Courses augmented 
by extensive travel program. Full 
boarding facilities available on or 
a of campus. For Information write: 


Salzburg International Language Centre Moosstrafe 106 
A-5020 Salzburg, Austria, Europe Tel. 44 4 85 


Strathclyde 
Business 
School 


MASTERS DEGREES FOR TOMORROW'S MANAGERS 


Ambition alone won't get you a top job. You need a 
postgraduate course to enhance your prospects. 


MASTERS Business Administration - Business 
Legal Services - Development Economics - industrial 
Relations - Personnel Management - Public Policy. 


MSc and PG DIPLOMAS |. Development 
Planning -Financial Studies -information 
Technology Systems - Marketing - Marketing for 
industrialising Countries - Operational Research - 
Organisational Analysis - Police Studies - Tourism- 
Urban and Regional Planning. 


PG DIPLOMAS Accountancy - Business 
Administration. Business Information - Technology 
Systems - Careers Guidance -Hotel Administration. 
Legal Practice . Office Automation - Personnel 
Management : Secretarial Practice. 

For decalls contact: Administrator (Academic), Strathclyde 
Business School, University of Strathclyde, 130 Rottenrow 
Glasgow G4 OGE. Tel: 041-5527141 

A Division of the Scottish Business School 

THE UNIVERSITY OF STRATHCLYDE 


APPOINTMENT 


ECONOMIC ASSISTANT 


An experienced Economist is required for the Board's Policy & Research 

Division with knowledge of the Highlands and Islands, preferably through 

residence: The post will involve work on the preparation of economic and 

social statistics, economic and industrial research projects and analysis 
of Board policy. 


The Boardi is an equal opportunity employer and offers excellent 
conditions of service, including a non-contributory superannuation 
scheme with extensive interchange facilities. Salary scale £5,786 per 
annum (currently under review). 


For further details and an application form, please write or telephone: 


The Personnel Officer (JH) 
inverness 
Tel: 0463 234171, extension 274 


Completed applications should be lodged by 31 May 1984. 


Highiands and Islands 
Development Board 


Bridge House, 27 Bank Street, Inverness. 


seling. jia akg Jor work experience, 
For no-cost evaluation, send resume OF call 


(213) 278-1094 





APPOINTMENTS 


University of Birmingham 


Faculty of Commerce ahd 
Social Science 


Department of Economics 
LECTURER IN ECONOMETRICS 


Training in Econometrics required; per 
son appointed expected to contribute t 
courses on Econometric Theory an 
Applied Econometrics, at both unde! 
graduate and post graduate level. 


From 1 October 1984, on the scale. 
£7,190 to £14,125 plus U.S.S. : 


Further particulars and application for 
from the. Assistant Registrar- (Com: 
merce), University of Birmingham, PO 
Box 363, Birmingham 815: 2TT, -t 
whom the forms should be returned. 

31. May 1984, quoting reference 
CR/292/G. 


UNIVERSITY OF DUBLIN 
Trinity College 


School of ; 
Business and Administrative Studie 


VACANCIES IN THE 
BUSINESS STUDIES 
AREA 


There are two vacancies for lecturers in ihe 


whole-time pensionabie post and onea ten 
porary whole-time post for a period of ihre 
years. 


Candidates should be qualified to contribu! 
to both teaching and research in one or moi 
of the following areas: accountancy, business: 
strategy. finance, management information 
systems/data processing, management the: 
ory and marketing. 

The salary scale in the case of both posts will 
be that of the lecturer grade: [REB B24 x feei 
IR£17,874 pa. Appointment will be made al a> 
point commensurate with qualifications and: 
experience to date. ; 


Application forms and further particulars relat- 
ing to this post may be obtained from: 


Establishment Officer, 
Staff Office, : 
Triny College, 


To whom completed cee should be 
elutes by not tater than: 18 June 1084. 









< projects, mainly in the economic and commercial fields. 


< preferably including appropriate quantitative skills, and a PhD or 
» other relevant postgraduate experience. 


< This post, available from 1 August 1984 for a fixed period of up to 


-< have a good honours d 
: Economics, Computer 
+ postgraduate experience. 


Salary for both posts on the IA Range for Research and 


age, qualifications and experience. 


= “THE UNIVERSITY OF LEEDS | 
INSTITUTE FOR TRANSPORT STUDIES 


RESEARCH FELLOW 


(Rail Transport) 


_ RESEARCH OFFICER 


(Management Information on Rail Passenger Travel) 
Applications are invited for the following posts: 


RESEARCH FELLOW (Ref 74/43) 


This post, available from 1 August 1984 for a fixed period of up to 
five years, is supported. by the British Railways Board and 
involves work.on a variety of rail transport related gg pati 
pii- 
. cants should have a good honours degree in a relevant discipline, 


RESEARCH OFFICER (Ref 74/44) 


two years, is for work on an SERC-supported project on Manage- 
ment information on Rail Passenger Traffic. Applicants should 
ree in a relevant quantitative subject (eg 
tudies) and a PhD or other relevant 


Analogous Staff (£7,190-£11,615) (under review), according to 


Informal. inquiries may be made to Dr C. A. Nash. Tel: 0532 
431751, ext 7212. 

Application forms and further particulars may be obtained from 
the Registrar, The University, Leeds LS2 9JT, quoting the 
appropriate reference number given above. Closing date for 
applications 29 May 1984. 



























The University of Auckland 
New Zealand 

LECTURESHIP IN ACCOUNTING 
(Department of Accountancy): 

Closing date: 30 June 1984 : ee ee 5 
Applicants should have a higher degree in accounting together with eithe 
successful ‘record of teaching and research or with appropriate: professic 
experience. Preference may be given to.a candidate with experience in auditing 
LECTURESHIP/SENIOR LECTURESHIP IN INDUSTRIAL ECONOMICS 
(Department of Economics) : 

Closing date: 30 June 1984. ; 

Applications will be welcomed from those who have completed a-PhD degre 
have comparable research experience. The successful applicant will be require 
undertake postgraduate teaching and research in areas of public policy relevar 
the industrial development of New Zealand such as competition, protection, fore 
investment and multinationals, interest and research experience in fields suct 
pricing, regulation, structure and organisation, exhaustible resources and deve 
ment problems of small -opèn economies, would-be an.advantage. Candid: 
must be prepared.to undertake research into. applied New Zealand problems 





will be required to contribute to undergraduate teaching. 
LECTURESHIP INECONOMICS . — 4 


_Closing date: 30 June 1984 


Applications will be welcomed from those who have either completed.a PhD deg 
or have comparable research experience. The successtul applicant will be requi 
to teach undergraduate micro-economics and elementary statistics and econc 
rics. Research interests in general equilibrium theory, public choice, internati 
trade and finance, or exhaustible resources are desirable but not necessary. 
Commencing saiaries will be established within the appropriate scale. Pres 
salary scales are: Lecturers NZ$21,660-$25,684 per annum; Senior Lectu! 
NZ$27,088-$30,127 per annum. Salaries are currently supplemented by an. N; 
week cost-of-living allowance. Conditions of Appointment and Method of Appl 
tion are available from the Assistant Registrar (Academic Appointments), Unive 
ty of Auckland, Private Bag, Auckland, New. Zealand, or from the Secre 
General, Association of Commonwealth Universities (Appts), 36 Gordon Squi 
London WC1H OPF. Applications in accordance with the Method of Applica 
should be forwarded as soon as possible but notlater than the closing dates stal 























The Economics Advisory Division of British 
Telecom's headquarters in Central London provides 
an advisory service in economics and econometrics 
which is used by al! parts of our business. 


We are now looking for an Economist to join our 
Economic Briefing Group. The work covers a variety 
of assignments concerned with macro and 
monetary economics, including preparation of 
economic planning assumptions, forecasts of 
national income, output, exchange rates, interest 
rates, demographic trends and other economic 
briefing material, which circulates at up to Board 
level. 

Applicants must have, or expect to obtain this 
summer, a Ist or 2nd class honours degree; and 
preferably a +post graduate qualification in 


ee. 


> British 





Economist 
London Upto £14,531 


economics ora related subject. Considerable 
expertise in economics and econometrics, and 
practical experience in the use of economic data 
and computing is desirable. 

Starting salary, inclusive of London allowance, will 
be within the range £7,868 ~ £14,531, depending on 
age, qualifications and experience, rising to a maxi- 
mum of £16,322. There are good prospects for 
promotion to more senior posts. 


For information about this post, which is open 
to both men and women, ask the Operator for a 
transfer charge call to lan Wright gn 01-380 2362. For. 
an application form please contact Terry Archbold 
on FREEFONE 2740, or write to him at British 
Telecommunications, Room 26/48, Euston Tower, 
286 Euston Road, LONDON NWI 3DG. 




































Looking foran Overseas Job? 


: Worldwide Employment News is the only 
Magazine which comprehensively lists 
over 350 overseas vacancies each week! 

: Whether you're looking for a short or Jong 
term tax-free contract, or simply keeping 


Subscription: UK: £12.95 EUROPE : £17.95 
Rate~ 13 weeks 


i ams oum out ee a a amk oe a ee ce Ge Se ee ee ae 
TO: WORLDWIDE EMPLOYMENT-NEWS, FREEPOST, LONDON EG4B 4AN WENI 
| ENCLOSE MY 
CHEQUE FOR &.......00.. 
PLEASE CHARGE MY: 

» ACCESS I AMERICAN 


EXPRESS O 
EUROCARD © DINERS © 






an eye on the overseas job market, WEN 
gives you ail the answers. Whatever your 
skill or profession, WEN will help you find 
that vital job. : 



















ELSEWHERE : £21.00. 










The University of Manchester 


CHAIR OF LAW 


The University invites applications from persons with 
appropriate academic or professional qualifications for 
appointment to a Chair of Law tenable fram 1 October 
1984 or as soon as possible thereafter. Salary will be 
within the normal professorial range. 





plications (suitable for photocopying) giving full details 
qualifications and experience and the names and 
esses of three referees to, The Registrar, The 
ity, Manchester N13 9PL (closing date 8 June) 
unner particulars may be obtained. Please 
















GSE S 


ASSISTANT ECONOMETRICIAN 


-<v Barclays Bank Group Economics Department has 
_ avvacancy in its Econometric Section in Poole, Dorset. 
_ Candidates should possess or expect to attain in 1984 
wa good degree in Economics with considerable | 
phasis on quantitative techniques. Previous 
xperience of computer programming and exposure 
o computer based statistical packages would be an 
dvantage. 
_ Salary will be up to £7,500 p.a. depending on 
experience. 

Fringe benefits include non-contributory pen- | 
ion, bonus and profit sharing schemes, together 
ith sporting and social facilities. . 

If interested, please write giving full details of | 
_ qualifications and experience to: | 

Miss E. K. Irving, 
Recruitment Officer, 
i Barclays Bank International Limited, 
| Wimborne Road, Poole, Dorset BH15 2BB 


BARCLAYS 




















ANNOUNCEMENT 


THE FLINDERS UNIVERSITY OF SOUTH AUSTRALIA 
CHAIR OF ACCOUNTING 


Applications are invited for appointment to the foundation Chair of Accounting which ip 
presently established in the Discipline of Economics, in the School of Social Sciences, 
The Professor will be expected to provide leadership in both research and in the 
teaching of Accounting in the University. í 

The University would prefer applicants to have close ties with the accounting 
profession through work experience or involvement in the activities of a professional 


accounting body. 

CHAIR OF ECONOMICS 
Applications are invited for appointment to a recently established Chairof Economics, in 
the Schoo! of Social Sciences. The Professor will be required to head the discipline and 
will be expected to provide leadership in research and the teaching of Economics in the 
University. Professor R. J. Biandy, who also holds a Chair of Economics, is Director of 
the National Institute of Labour Studies. 





CHAIR OF ECONOMIC HISTORY 
Appieations are invited for appointment to the Chair of Economic History in the School 
ol } Sciences, which became vacant on the resignation of Professor W. A. Sinclair. > 


The Professor will be head of the discipline and will be expected to provide leadership in. 
research and the teaching of Economic History in the University. 


SALARY (ail three positions}: $451,006 a year. Enquiries of an academic nature about 
each of the above positions, may be directed to the Chairman of the School of Social: 
Sciences. Further information about the positions, the conditions of appointment and 
details required of applicants, may be obtained from the Secretary General, The 
Association of Commonwealth Universities (Appts), 36 Gordon Square, London WC1H 
OPF. Applications should be lodged, in duplicate, with the Registrar, The Flinders. 
University of South Australia, Bedford Park, South Australia 5042, by 19 June 1984. 







































RESEARCH PROGRAMME 
ON THE COMPETITIVENESS 
OF BRITISH INDUSTRY 


The Economic and Social Research Council is launching a major a 
initiative on the Competitiveness of British Industry, expenditure 
on which is expected to build up to £200,000 per annum by 
1986/87. : 


Researchers and research groups are invited to submit proposals 
to undertake research within a multidisciplinary programme the- 
focus of which during the first phase will be at the level of the firm. 
Poor competitive performance by British industry has been seen. - 
as directly related to a variety of weaknesses at firm level. The 
aim of the programme will be to enhance understanding of factors. - 
influencing a firm's ability to react effectively to the market in, 
which it operates. 











Central to this analysis is the process of management and the _| 
quality of managers, and a number of specific areas for research | 
have been identified. These include the approach of firms to. their 
market and their competitors, strategic management and goal 
setting in organisations, changes in organisational structure, 
managerial and labour markets, and managements’ responsive- 
ness to issues in technological change. Research proposals || 
which relate directly to the same problem but which.are outside 
the above list will also be considered, but all applicants will be 
required to show how the proposed work contributes an under- 
standing of competitiveness. 


Applicants will initially be required to submit brief outline propos- 
als, for which the closing date is 15 June 1984. For further 
information please write (quoting reference CHE) to Dr A. P. C. 
Bruce, Industry and Employment Committee Secretariat, $- 
ESRC, 1 Temple Avenue, London EC4Y 0BD, or phone 01-353 | 

5252, ext 205. 


ESRC“ 

























































INTERNATIONAL FIRM OF CHARTERED SURVEYORS 
~ & TOWN PLANNING CONSULTANTS, LONDON BASED 


-within this highly regarded Firm. Appointments will be individually negotiated on a fixed term 
contract basis. 
































SENIOR URBAN PLANNER (Team Leader) 

A dynamic and enterprising person with flair and imagination is required to lead a small team. 
A background of urban planning is essential and this should be allied with experience in 
preparing and giving evidence at Planning Inquiries. The successful applicants likely to be 35+. 


SENIOR URBAN ECONOMIST/PLANNER oo S 
Here, we are looking for applicants with wide experience of applied research into commercial 
property with particular reference to quantitative methods and demand forecasting. The — 
successful applicant is likely to be 30+. pee F 


JUNIOR URBAN ECONOMIST/PLANNER 
In mid to late twenties, applicants should have the same background as for the more senior 
appointment but their depth of experience will not be as great. 


Please apply to Box No. 3373 The Economist Newspaper Limited 





i MANAGEMENT CONSULTING 


We are leaders in Europe in our field of business with an exceptional reputation. We are constantly acting in an ad- 
visory capacity to many well-known international companies. Due to constant expansion we need young business 
consultants to join us. 
YOu o 
You should be between 24 and 28 and have initiative, ambition and the ability to communicate with others. You. 
like to make things happen. You preferably are a graduate in economics, business management, marketing etc. 
Previous industrial experience is useful, but not essential. Fluency in English and either French, German or Italian | 
are required.. Knowledge of additional languages is an asset. You should be willing to travel extensively every — 
. week. a 
THE OFFER = l 
We will teach you our techniques of improving business operations which have been most effective in producing 
results in areas as widely diversified as management, manufacturing, administration, marketing, sales and 
training. : a 
: “The most successful candidates can expect a rapid increase in salary once the training period is over. 
< Apply immediately. Send your curriculum vitae, mentioning present earnings, and photograph under reference no. 
-MGE 120584 (to be mentioned on the envelope) to: sl at ae 
INSIGHT PUBLICATIONS s.a. 
878 Chaussee de Waterloo — 
1180 Brussels, Belgium . 


who will forward to their client. 








University of Cambridge. 


MONTAGUE BURTON 
‘PROFESSORSHIP OF 
INDUSTRIAL RELATIONS 
Applications invited from persons with- 
nthe broad field of industrial relations 
{may include those whose background 
s legal, industrial, or sociological, as 
well as political economists) for the 
above Chair which is now vacant. 
Present pensionable stipend £20,070. 


Applications (10 copies) marked ‘Con- 
dential’ should be.sent to the Secre- 
‘ary General of the Faculties, from 
whom further information may be ob- 
, at the General Board Office, 
2 Old Schools, Cambridge CB2 1TT. 
lames of two referees may be submit- 
bad if desired. 


“slosing date: 22 June 1984. 

















versity of Newcastle 
Won Tyne 


Department of Agricultural Economics 
MECTURER 


epplications are invited for an estab- 
ished Lectureship in the Department of 
agricultural Economics in the Faculty of 
agriculture. Preferred candidates will 
aave teaching and research experi- 
ince in the economics of the agricultur- 
W industry, but other fields of interest 
Way be acceptable. 
ry will be at an appropriate point on 

Lecturers’ scale: £7,190-£14, 125, 
finum, according to age, qualifica- 
and experience, 
rther particulars may be obtained 
am. the. Senior Assistant Registrar 
stablishments), (FP), The University, 

ensington Terrace, Newcastle upon 
“ne NE1 7RU, with whom applica- 
‘ns (three copies), together with the 
imes and addresses of three referees 
sould be-lodged not later than 2 June 
“84. Please quote reference E. 











































































The shaping of Scotland's economic 
future is one of the objectives of the 
Scottish Development Agency. 

In furtherance of this goal the Planning 
and Projects Directorate has the remit of 
formulating; developing and 


4 implementing programmes and projects 


to strengthen and diversify the economic 
base. In addition, in support of these 
activities, a small team has been 
established to provide and maintain an 
economic advice and information service. 
The Directorate now has the following two 
opportunities for professionals keen to 
further an already successful career. 


Head of Economic Services 
Ref. No. ECON/PPD13 


A self-motivated individual with 
substantial experience and first-rate 
qualifications is required to head the 
Economics Services unit and carry out 
analysis of economic trends and 
conditions relevant to the Agency’s 
sphere of activities. 

To succeed in this position, you must 
be able to identify and present effective 
briefing material to senior management, 
enhancing the Agency’s day-to-day 
operation and the development of future 
Strategy. 

Allied to your weil developed 
communication skills, you must have a 
good honours degree in Economics or a 






David Swift, Staff Executive, 


How two Economists can help | 
shape Scotland’s Future! 


related subject and preferably some 
experience in providing an industrial 
economic service. A knowledge of = 
computer services whilst advantageous is 
not essential. 


industrial Economist 
Ret. No.ECON / PPD52 


A creative thinker with a strong 
Industrial Economics background is 
required to make a positive and 
innovative contribution to the formulation 
of the Agency’s industrial development 
programme. You will be asked to seek 
means of mobilising and developing the 
potential that exists in the Scottish 
economy, involving the identification of 
strategies and programmes for 
implementation in partnership with 
companies, government and. other public 
and private bodies which offer the 
prospect of long term growth in a Scottish 
environment. You will supervise internal 
and external reviews and negotiate and 
supervise programme and project 
agreements. 

Allied to your good honours degreein | 
Economics or a related subject, you must ; 
have a proven record in industrial 
economic research or consultancy, be 
self-motivated, enthusiastic and 
determined to get results. | 

Highly developed communication skills - 
are an obvious pre-requisite. 


An attractive salary of £13,000 + is on offer for both posts with the 
prospect of advancement within a performance-related salary structure. 
Please submit a full C.V. quoting the appropriate Reference Number to: 












UNIVERSITY OF EDINBURGH Scottish Development Agency, 



































DEPARTMENT OF BUSINESS STUDIES 120 Bothwell Street, Glasgow G2 7JP. 
rae š Open to male and female applicants. All applications must be submitted 
Lectur eship in ~_ Scottish within 10 days of the appearance of this advertisement. 
Marketing Development 
roven track record in market- Agency 


ae as at larketing Lecturer or research 
dènt; allied with a good first or higher 
ree, fe, an abil 1o relate your e 


ie Reaper of = ers? 
poe underiak 


oid ad posites doce on work? 
sou may be the person we are looking 


Department of Business Studies has a 
anh a ype in MERKET ING to join a 

am in one of -established and 
active n oo nation centres in 






BUSINESS & PERSONAL 


USA REPRESENTATION 


DESIGN, DEVELOPMENT, CONSTRUCTION 


Former senior executive of major 

international engineering firm, now } 

offering consulting services to firms 

seeking US representation, man- 

agement, or marketing services. 
Robert W Yokom AIA. 

500 E 77 St. New York, NY 10162 





INTERNATIONAL 
BUSINESS CLUB 


A unique. business organization for progressive 
businessmen and manufacturers, it is totally 
committed’ to providing many diverse services 
1@ new, growing and established enterprises 
Correspondence and Newsletter in English, 
French, Spanish Arabic and Portuguese. 
WRITE NOW FOR MEMBERSHIP DETAILS: 
871 PROFESSIONAL DRIVE 
N 48504 













CUT THE COST OF 
YOUR STAY IN LONDON | 
Take a furnished, self-contained service. 
apartment in Knightsbridge, near Harrods... 
Fully equipped kitchen-dinette, bathroom, 
phone, colour TV, central heating. elevator, 
Suit 1-2 persons. Brochure by airmail, ~ 


, Situated in the centre of Scotland's 














i city. 
z would like further information, please 
ntact Prolessor Simon Coke, Department of 
mess Studies, University of Edinburgh, 
Mam- Robertson . Buildin ng, me George 


s Edinburgh EHG SY (Tel: 031- 
ext 67338823). The Jhe ome date a 




















EXECUTIVES. UNDER PRESSURE! 
Dynamic workshops help eliminate 
stress, create high energy drive. Week- 
ends, London/Provinces. Brochures 
‘om: Executive Seminars, 88 Copse 
ili, London SW20. 














Economist Newspaper 
| James's Street, London SW1A 1H 


ATTENTION 
BRITISH 
EXPATRIATES! 
REED 
STENHOUSE 

GIBBS 


| @ Advise over 12,000 
-UK ex-pats on their 
investment position 


e If YOU are an ex-pat 
and have a regular 
quarterly income to invest 
(minimum £300 or 

| US$500) send full details 
ein confidence 

|. to: JOHN G. ROBINSON, 


| RSG INTERNATIONAL 
{Licensed dealers in securities) 


10 Grosvenor Gardens, 
| London SW1W 0BD 

_ Tel: 730 2545 Telex: 8813371 
-FOR IMMEDIATE RESPONSE 
@FREE ADVICE ¢FREE 

QUARTERLY NEWSLETTER 
@CONTINUOUS UPDATE 



























SWITZERLAND Direct offer from the 
Developer. Chalets—Apartments in a 
250 acre private estate at 5,000ft alti- 
tude. Skiing available from each door- 
Step. All amenities and maintenance 


services on site. Financing available at | 


-63% over 20 years. For details contact: 
St Alpe des Chaux SA, 1882 Gryon 


pilars. Tel: (025) 681 552 — Telex | 
















INT ERNATIONAL PROPERTY 
The right surveyors make 
the world of difference 
An International Property Service - 





` GUERNSEY. For your confidential ac- 


commodation address or complete off- 
shore company administration. No reg- 
istration fee. No VAT. Write to Dupre 
Associates Ltd, Church Lane, St Samp- 
son, Guernsey, Cl. Tel: 0481 49773. 





AUTHORS WANTED BY 
NEW YORK PUBLISHER 


Leading book publisher seeks manu- 
scripts of ail types: fiction, non-fiction, 
poetry, scholarly and juvenile works, 
etc. New authors welcomed. For com- 
plete information, send for free booklet 
S-92, Vantage Press, 516W, 34 St.. 
New York 10001. 





For BBC World Service 
Enthusiasts — 


the LINIPLEX F1 high 
fidelity shortwave receiver: 




















* 


No.distortion during 
fading with unique 
Tracking Phase Locked 
Demodulator 

* Pre-set to the BBC 

* Very simple to operate 
Solid high quality design 
True SSB reception of 
AM broadcasts 


Used by the British Forces 
Broadcasting Service. 


Agents in USA & Australia. 






* 


* 


Direct export facilities to 
many countries. 


Write for details to 
Phase Track Ltd., 
132 Queens Road, 
Reading, RG14DG 
United Kingdom 
Tel: 0734 53933 










































SWITZERLAND 
ATTENTION FOREIGNERS 


FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox-. 


shott (037 284) 3811. Telex 8955112. 





MAYNE TRANSLATING SERVICES 
LTD. Professional translations at conr 
petitive prices. 9 Beresford Court, Park 
Road, E. Twickenham, TW1 2PU, Tal: 
01-891 1984. 





Readers are recommended to | 

_ the appropriate professional ad. 
before entering into any bim 
commitment. 





WANT MORE from life? Ex 
psychotherapist can help. 01-722 C 
or 01-286 4366. 











ecognised leader in the field of 
quality orientated company in Roa U 


“4 ft (approx, 
perep annk 


and currency & gold pools 
e 25 years of experience 
e long-term track record 















HURN 











UNITED 
KINGDOM 


UNITED STATES 
OF AMERICA 


BELGIUM 


On MAY 260th it will be decided by referendum whether or not foreigaers may continue to purchase 


apartments and chalets in Switzerland. It is very likely that after ti 


t date they wili ne ioni i ste 


available tor foreigners, except for the limited projects previously authorised. We still + 
number of apartments and chalets on Lake Geneva and in the mountains available for freer 


Prices from SFr123,000 with liberal mortgages at 61° 


interest. 


Make your deposit now, Refund garamon if purchase í is not. completed. 


Contact: Globe Pian SA. Av Mom- 


Telex: 25185 MELIS cH. 


pos 24, CH-1065 Lausanne, Switzerland. Tek L2H 22 35 R 


US APPLIANCE MANUFACTURER 
SEEKING OFF-SHORE ASSEMBLY 


UR, for home appliances is seeking a 


ockefeller Pi: 
New York, NY 10020 


St Quintin 













for s Tor product assembly. 


All replies are confidential and should include the company & corp. name, 
product literature, number of emibidyeos and the person to contact. 
end to: 












Dunn & Hargitt 
Experts in International Portfolio Management 
have attractive investment opportunities in their commodities 


e successful computer-tested trading systems 

e monthly performance statements 

e all assets deposited with major international investment banks 
Investments in commodities are subject to market fluctuations. 


WRITE TODAY AND INCLUDE 
YOUR TELEPHONE NUMBER! 


Dept. B419 

6 Avenue Lloyd George 
Box 5 

1050 Brussels - Belgium 
Tel.» (2) 640.32.80 

Tx: 64978 dunn b 


Restricted in Belgium and UK 


RYEYORS 
WOR SHE 


Tel: 01-499 8626 


Telex: 268884 








NEAR MONTREUX 


Foreigners can buy: Lots of 800s 
m from SFr48,000, LUXURY CHA 
LETS from SFr220,000, VILLA: 
from SFr325,000, APARTMENT! 
from about SFr100,000. Mortgage: 
70% at 64% interest. Ask: H, SE 
BOLD SA, Tour-Grise 6, CH-100 
Lausanne, Tel: 21/2526 11. 





Coron DEMAND AND JOBS West Sanat industrial rodun fell 4% in 
March, after four months of solid growth. The 12-monthly increase, 3.1%, was the 
smallest since last September. But West Germany's unemployment rate was unchanged 
in April, at 9.1% compared with 9.3% a year earlier. America’s 7.8% jobless rate was 
also unchanged in April, for the third month in a row, as was Japan’s in March—but at 
only 2.7%. in Australia, industrial output fell in February but was still a healthy 6.3% up 
ona year earlier. 


r change at annual rate 
industrial production gnp 
o3mthst t year 3 mthst 1 year 3mthst 


+ 6.3 (2) + 7.9 +8103 +21 
42302 nana 14.2 
+10.8 (2) + 3.6 +6.6(12) + 7.8 
+16 (2) +24 +0502) +13.0 __ 
4+3,2(12) nil 
na 5BE 
~0.6(12) +10.5t 
+3.6(12) 
_+3.7(12) : 
+1,4(12) 12. 8t 
+3302) 64 


retail sales unemployment % rate 


1 year latest year ago 


93 (3) 101 
14.0 3)" 




















17.9 BY 
13.3 (3)* 
2.7 (3) 
34 (37 
“1.2 (2)* { 
12.6 (4) 127 

















THE ECONOMIST COMMODITY PR ; 
INDEX Sugar prices have sunk to 5} 
cents a pound, the lowest for a year. Ba 
weather around the world last year initi 

ly pointed to a small deficit in the 1983-8 
season, after two years of surpluses, But 
crops were sweeter than expected-—eg, 
Thailand's crop could be 2.3m tonnes, 
against 1.6m tonnes expected a few 
months ago. Total production will be 
around 95m. tonnes, giving a small sur- 
plus. By August, world stocks are likely. 
still’ to be some 38m tonnes, 40% of 
consumption. The glut could scupper 
negotiations for a new international sugar 
agreement. 


Sugar 





+7.7 (8) +148 78 (4) 10.2 








ue index deflated by CPI 


PRICES AND WAGES With consumer prices barely N rising in Japan in’ March, the 
2-monthly increase slowed to 2.6% after 2.9% in February. Inflation also slowed in 
West Germany, from 3.4% (12 months to March) to 3.2% in April. In the United 
tates, hourt y earnings increased by 0.6% in April, but the 12-month rise is still one 
¥ the lowest in our table. Japanese monthly earnings were up 1.3% in March, and 
ne 12-month rise of 5.5% was the biggest for nine months. 
_ change at annual rate 
consumer prices* wholesale prices” 
1 year 
+ 6701) 
410.4 (2) 
ee 44 (3) ahs 
Tass “415.3 (2) 
+31 (3) 
+ 20A O 
+109 {2} 
21.3 (3) 
+85 (1). 
+.3.0 (2) 
+654 + 8 
+ 3.1 (3) +33 
nade, Sweden and USA, hourly earnings, UK, manthhy Sarrings fora employes Sune onan a samas; Babin, 


wages/earningst 









































_ CUS: WHO’S RICH? The easy way 


Gdp per capita, 1982 United States +100 


compare average incomes between 
sountries is to divide gdp by population 
‘and put the average into dollars. Sim- 
olicity misleads, partly because a rise 
the dollar against, eg, the yen may _ 
ush Japan further behind America 
#hough its real gdp may have risen 
fore in yen terms than America’s did 
dollars. And exchange rates are a 
r way to convert national figures to 
international standard; they do not 
wflect the value of non-traded goods 
nd services (housing, etc). Hence the 
eed for purchasing power parities, 
which include all the prices that affect 
wing standards. When they are used, 
mast Other countries get closer to 
Merican affluence. 


iotes applicable to all tables. All figures seasonally adjusted except whe 


Current 


exchange 
rates 


United States 


Denmark 
W Germany 


France 
Japan 


Beigium 
Britain 


Italy 


ireland 
Spain 


Greece 


Portugal 


*Using current exchange rates 


pared with average of previous 3 monna, at t anñual Tate. n. a. Noti available. 


Purchasing 
power 
parity 1 





otherwise stated. *Not seas, adj 


150 price 
Cents per Ib 


1979 80 


Crop surplus/ 
deficit 
m tonnes 


1979 80 BY 82 83 
1980=100 


84 est 
ʻ % change on 
May 1 May 8 one one co 
(provisional) month year 
Dollar index 
All items 87.9 87.6 »~ 3.0 
Food 96.4 97.4 +04 
Industrial 
Al ‘80.2 78.5 -6.5 
Nfa = 888 86.5 74 
Metals 73.7 72.5 -5.7 


Sterling index : 
All iterns 146.1 1474 40.3 
Food 160.2 163.7 43.7 
Industrial > 
Al 133.3 131.9 -3.2 
Nfa* 147.7 445.4 ~4 t 
Metals 122.5 121.8 ~2:4 


SOR index 
Ail items 109.4 109.6 ~1.3 
Food 119.9 122.0 +20 
industrials 
All 99.8 98.3 -4.7 
Nfa' 110.5 108.3 =57 
Metais 91.7 90.8 ~3.9 
Gold 
$ per oz 377.50 372.25 ~2.6 
Crude cil (spot) Arabian light 
$ per barrel 28.33 28.25 —0.6 
“Non food agriculturais 

















verage of latest 3 months 
all figures in brackets denote month of indicator. : 








AND INFLATION ‘Those who say that 


“happy conclusions from the chart. It 
-takes the growth in M1 in the industrial 
countries; pushes it forward by two 
and may signal how inflation 
moving in 1985. After keeping 
monetary growth within a 5-7% band 


| relaxed their grip last year. For the first 
nine months of 1983, M1 grew at an 


final quarter, it was brought down 
sharply to 5%. If that slowdown has 
lasted into 1984—the evidence is still 
only patchy—literal-minded monetar- 


„and then they would also expect a 
“nasty recession. Others are more re- 


isbeen distorted by changes in banking 
laws and so should not be taken too 
literally for now. 


16 industrial countries 













% change on 
previous year, 


Consumer 
prices 





















Money supply, Mi 
{Two years earlier} 








1977 79 81 83 85 
Jo Source IMF 












: Australia 


today’s. monetary growth determines | 
-tomorrow's inflation rate will draw un- | 


for most of 1980-82, central banks | 


annual rate of more than 9%. In the | 


ists would expect inflation to start | 
‘slowing in early 1986. Between now | 


_laxed, saying that the M1 figures have | 





TRADE, EXCHANGE RATES AND RESERVES West Germany had a visible trade surplus of DM3.4 billion Sr 3 billion 
March, taking its 12-month total to $15.9 billion—compared with a peak of $21.7 billion in February, 1983. The dollar's trad 
~ weighted value rose 1.3%, boosted by higher interest rates. The pound firmed a fraction; the yen and (even more) the D-ma fe 
` Strains on the European Monetary System disappeared. 


Trade balance** current- 
$bn account 
balance 
latest latest 12 $bn 
month months latest12 mths 

























WORLD BOURSES War Street was a bit firmer for the second consecutive week, 
which helped to lift prices in, most other markets. London was depressed by the 
prospect of higher interest rates (which later malegalsag), : 








Stock price indices % Change on 
May 1984 z one one = record =. 31/72/83 
8 high tow week year... high in tocal ins 
currency terms. 
















-20 +166 + 14.2 


922.8 770.3 


London _ 
New York 
Canada ___ 
Australia _ 
























Germany _ 














Switzerland 
*May 7th 


MONEY AND INTEREST RATES 










Taking a lead from the United ‘iat 


increased deposit rates by quarter of a point. Bond yields also rose, most iriden: 
America. Growth in Britain's broad money supply slowed in April. 


Money supply Interest rates % p.a: (Monday, except bonds which are previous Friday) 












% rise on year ago Money market. Commercial banks Bond yields Eurocurrency 
Narrow Broad} Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
lending 3 months long-term 3 months 












2.8 (3) 12.25 13,88 


7.00 


14.25 1525 

11.90 14.75. 

1125 11.50 
3 


14.20 








15.20. 












































32 
7.8 (2) 5.69 








+ 
+ 
Japan +13 + 
+ 
























Sweden _ _+ 68 (1) 11.50. 
Switzerland _- + 66 (1) 3.13 
WIS te FE: +83 (4) 513. . 9.22 2 58. 44 41,58 
USA +78 + 9.1 (3) 10.75 10.50 12.50 10.65 13.05. 14.05 11.56 131 





Other key rates in London 3 mth Treasury Bills 8.5%, 7-day interbank 8.3%. : ceang banks 7-day notice 5.8 
Eurodollar rates. (Libor): 3 mths 11.7%, 6 mths 12.1% 


¢ M2except Australia, Canada, Switzerland, U-S.A., W. Germany, M3. Japan M2 + C.Ds, UK £M3, Definitions of interest rà 

quoted available on request. Sources: Chase Manhattan, Chase Econometrics, Banque de ‘Commerce (Belgium), Nederianc. 

Credietbank, Credit Lyonnais. Svenska Handelsbanken; ANZ:bank, Credit’ Sieso! First Boston. These rates are indicative: 
and cannot be construed as offers by these banks. p 























currency units per $ 3mth forward rate Trade-weightedt currency units foreign evei 


exchange rate $n 


















latest year ago per $. latest yearago — perf per SOR February year a 
































For those moments... The Scotch. 


A distinctive whisky, aged in oak casks for 12 years. 
The Scotch to please the most discriminating taste. 


Spalitines 
TWELVE L 7 YEARS OLD 


~ 7 s 
-= © George Ballantine & Son Limited > 


2 RTs Sara So Na 


22, ¢ 


THE MILD CIGARETTE 
GALLAHER LIMITED 


Enjoy Silk Cut. 
The international choice in mild cigarettes. 


CARFI 9 





-9-25 May 1984 UK £1/USA $2.50 
AS2:50/HKS15/india Rs22/Y850/M$5 50/NZ$3.25/Pakistan Rs26/S$5.50/NT$125/Baht 60 
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71486 02674 | 





De Beers 


Extracts from Mr H. F. Oppenheimer'’s Statement for 1983 


he year 1983 was considerably better 
i than 1982. However, the early 
promise of a return to normal 
conditions which I reported in my last state- 
ment was not fully realised and the market 
for the larger, better quality stones remained 
weak throughout the year. 

The book value of our diamond stocks 
increased by R421.6 million (of which 
R223.4 million was due to the change in 
the Rand/Dollar exchange rate) to a total 
of R2,253.9 million. Measured in United 
States Dollars, the currency of sale, the 
increase was $163 million to a total of 
$1,852.3 million. 

De Beers’ profits, including its share of 
the retained profits of associated companies, 
were R530.2 million or 147.4 cents per 
share, that is 20 per cent more than the 
R442.5 million earned the previous year. 


resulting in a total distribution of 40 cents 
per share against 37.5 cents in 1982. 

Further signs of improving 
markets 

Sales by the Central Selling 
Organisation (CSO) for the year at $1,599 
million were $342 million or 27 per cent 
more than in 1982. Retail sales were also 
better than in either 1981 or 1982 and the 
Christmas trade in the United States was 
particularly good. The year 1984 has started 
well and there are now some signs of a shift 
in demand upwards from the small less 
expensive goods to medium quality 
diamonds. But while markets are generally 
better the demand for the large stones of 
good quality is nevertheless still restricted. 
Many of our customers suffered severe 
losses during the depression years and are 
naturally cautious about holding stocks of 


that the willingness and ability of our 

organisation to hold large stocks throug 
very difficult times has been and remai 
essential for the wellbeing of the whole 





Brilliant cut 


industry. We are therefore in a good pot 
to maintain a firm base for the rough 


Some of the ways we have shaped an: 
strengthened the diamond industry 


Excluding its share of the retained profits of 
associates, profits were R303.4 million or 
84.3 cents per share compared with R202.5 
million or 56.3 cents per share, an increase 


of 50 per cent. While the high level of stocks 





Oval cut 


calls for a conservative distribution policy, 
in view of the substantially improved profits 
the Board decided that a small increase of 
2.5 cents in the final dividend was justified, 


high quality goods, particularly ata time 
when real interest rates remain exceptionally 
high. Moreover the banks who were perhaps 
unduly ready to provide credit during the 
boom years are now being extremely careful 
in making advances. Stocks of diamonds in 
the cutting centres and bank indebtedness 
have been sharply reduced so that the 
trade is in a much better position from 
which it should be possible to expand the 
current level of business with safety. 

This year we celebrate the fiftieth 
anniversary of the formation of The 
Diamond Producers Association and of 
The Diamond Trading Company. The 
organisation which was then created for 
the marketing of diamonds in a manner 
which would protect the interests of the 
whole industry has proved itself both in 
good times and bad. After the very severe 
test of the last few years the CSO finds itself 
ina strong position. There has never been a 
time during the period of more than fifty 
years that I have been in the diamond 
industry when the proportion of the total 
world rough diamond production marketed 
through the CSO wasas high as it is today. 

Our relations with the major producers 
outside the De Beers Group continue to be 
very good and itis generally appreciated 


diamond market while at the same tir 
showing, to the extent compatible wit 
basic objective, flexibility in meeting # 
individual needs of our customers in ¢ 
to help them to regain what has been 
and to move forward ona sound basi 
new level of prosperity. q 


Large stones—can only 
become rarer 

The demand for the small, lower 
goods, is now ata high level and the tr 
as a whole can only be expanded thr. 
an increase in demand for larger sizes. 
better qualities. This process has alrea 
begun butit will have to go much furs 
before full prosperity can return to thy 
industry. Our sales promotion this ye 
therefore give special emphasis to the 
end of the market. It is natural that thy 
of the trade should suffer more from 
effects of general business recession æ 
high interest rates than business in sni 
sizes and lower qualities. 

In the long run, however, there ï 
reason to have confidence in the attra 
and value of the larger stones of high 
quality. While there have, in recent ye 
been a number of important new dial 
discoveries, the great bulk of these ne 





oductions consists of below average quality 
mes. The production of the larger and 
ore valuable diamonds comes mainly 
m the old established mines whose 
tputis less than it was in the past and is 
atinuing to decline. The large good quality 
tmonds, therefore, can only become rarer 
d should increase in value. While the 
ktricted demand for these qualities is an 
(mediate and serious problem, it is one 
ich, provided the CSO keepsa firm grip 
ithe market in times such as we have 
en going through, is bound to solve 
lam not, therefore, unduly concerned 
e Beers should hold substantial stocks 
ese qualities and am indeed confident 
k, as has happened more than once in 
experience, our present difficulties will 
satually turn into important profit-making 
ortunities. 
Industrial profits rise—in the 
se of strong competition 
Conditions on the industrial side of 
business improved considerably during 
»3. This improvement was, however, 
centrated in synthetics, though the 
ame of sales of natural industrial 
smonds also increased. For the first time 
»s of synthetics exceeded $100 million 





Pear cut 


the profitability of the Group's three 
enond synthesis factories improved 
stantially. This was a considerable 
sevementsince, in the face of strong 
petition, sales prices tended to decline 
the years and the increased profits 
» attributable to the use of more 
omic synthesis processes and improved 
power utilisation. 


De Beers 


The tendency for industrial demand 
to move increasingly to synthetics may 
become a problem when the large Argyle 
mine in Australia comes into full production, 
since this mine will be a particularly large 
producer of industrial qualities. It is an 
important task to work out plans to meet 
this marketing situation and the CSO is 
well placed to tackle it. 


Increased production 

Diamond production from the mines 
of the Group, including Debswana which 
is owned in equal partnership with the 
Government of Botswana, totalled 
21,349,522 carats, compared with 17,399,815 
carats in 1982. The main reason for the 
increase was that the first full year's 
production, amounting to 5,852,998 carats 
from the Jwaneng mine exceeded the 1982 
production from this source by 3,231,355 
carats. Operations at this highly important 
new mine are going exceptionally well, 
both in respect of grade and recovery, and a 
further increase in production is expected 
in 1984. Production from the Kimberley 
Division mines rose by 964,766 carats to 
6,127,947 carats, owing to a substantial 
increase from the Finsch mine. 

Prospecting continues 

Expenditure by the Group on 
prospecting during the year was R41.4 
million. It has unfortunately been found 
that the kimberlites on the farm Venetia in 
the Northern Transvaal are not viable in 
present economic circumstances. However, 
more work on these deposits is to be 
carried out. 

Two prospecting concessions off the 
Namaqualand coast were granted to the 
Company during the year and preliminary 
investigation of these concessions is in 
progress. In South West Africa/Namibia 
intensive prospecting was continued with 
encouraging results along the north bank 


of the Orange River and in the old German 
mining areas south of Luderitz. Systematic 
sampling of the ocean floor off this coast 
was also continued. A special effort is being 
made in this whole area in the hope of 
being able to extend the life of the CDM 
deposits. 

The Company, by contributions made 
to the Chairman's Fund for improved 
facilities for technical education and to the 
Urban Foundation, as well as through its 
own important training and development 
programmes for employees at all levels, is 
playing a significant part in improving the 
environment in which it works and in 
providing employment and advancement 
opportunities to men and women ofall 
races on equal terms. 





Emerald cut 


The value of our investments outside 
the diamond trade at 31st December 1983 
amounted to R3,278 million. Income from 
these investments in 1983 amounted to 
R161.7 million, an increase of R12.7 million 
over the previous year. It is interesting to 
note that this income was well in excess of 
the cost of our ordinary dividends for the 
year. 


De Beers Consolidated Mines Limited i 


Incorporated in the Republic of South Africa 


For the full Report & Accounts for 1983 including the Chairman's Statement, 


please send this coupon to: 


The London Secretaries, Room 5, 40 Holborn Viaduct, London ECIP 1AJ. 


Name 








| 

| 

| Company 
| Address 
| 


| 
| 
| 
De Beers | 





| The name that stands for diamonds all 





Sir Ranulph Fiennes went to the ends of the earth 
to ensure e success of the Transglobe Expedition. 





If Ran Haines had lived in the 
15th century, he would have been 
off proving to us all that the world 
was round, not flat. 

He has almost literally been 
everywhere and done 
everything. From free-fall : 
parachutingonto Europe’s ¥ 
largest glacier, to survey- 
ing up the River Nile, to 
forging his way 3,800 miles 
along North America’s 
most hazardous rivers. ; 

But the most breath- 
taking achievement was 
his most recent. He led an 
expedition which setoutin 
September 1979 to circum- 
navigate the earth along 
its polar axis, traversing both poles 
in one trip! 


After seven years of preparation, 


Ran Fiennes led men, machines 





The hottest filling station in the world. 
and equipment on a 37,000 mile 
journey that followed the Green- 
wich Meridian south across Europe, 





the Sahara Desert to West Africa, 
down to Capetown, then across 
1,400 miles of hostile nothingness 
to the South Pole at the very 
bottom of the world. 

The meticulous selection 
of equipment paid divi- 
dends at many stages. The 
supply ship, the meteoro- 
logical gear. The communi- 
cations systems. 

All proved thoroughly re- 
liable. The Rolex watches 
they took with them per- 
formed as expected in both 
the searing 122°F of the 
El Golea sand dunes and 
in an air and wind chill 
factor of minus 131°F on 
the vast Antarctic Plateau. 

Three years earlier, Ran Fiennes 
had taken an unplanned 
dip near the North Pole, 
where he dangled for four 
numbing minutes over the 
ocean floor 14,000 feet 
below — as did his Rolex. 
Both, as a result, were no 
strangers to the kind of 
temperatures at which 
moisture on the surface of 
the eye freezes and steel 
is likely to splinter when 


Ran Fiennes approaches dropped. 
the North Pole. 


Acting out a catalogue 
of broken bones, hidden crevasses, 
serious frost attack and almost per- 
manent dampness, the expedition 
forced its way up the other side 
of the world via New Zealand, up 
the International Dateline to the 
Bering Straits, the River Yukon, 
the River Mackenzie, then the 
tortuous, ice-bound corridor known 
as the North-West Passage. Sir 
Ranulph Fiennes and his team 
pushed through this unwelcoming 
3,000 miles in 35 days. 

A trip, for the few who ever 
made it, that would normally take 
three seasons. 

They then struggled over the 
Arctic Ocean via the North Pole, 
becoming the first men in the 


world ever to reach both poles the 
hard way. 
The improbable circle was then 





At the edge of unexplored Antarctica. 


completed by canoe when they 
made contact with the supply ship 
on 3rd August 1982. 

Everyone came through with 
flying colours. 

The Transglobe team with a 
mission, labelled impossible by 
the experts, successfully accom- 
plished. 

‘And a collection of battered 
but uncomplaining Rolex watches. 
Each one living up to the coveted 


title of Officially Certi- yY 
fied Chronometer. 
ROLEX 
of Geneva 
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World politics and current affairs 


Hibernation in May in Moscow 
The old wife of Europe needs to defend herself 
A go-slow solution for Hongkong 
Make Britain’s King Coal a republic 
European airfares: Flying Dutchmen 
London's pride 
International: The Philippines election that refused to be 
stolen or bought; Gulf war; Egypt; Morocco and Israel; 
Lebanon; Zimbabwe; Angola; Namibia; Afghanistan; Sri 
Lanka; Japan; China; Central America 
Europe: The P2 time-bomb goes off; West Germany; 
Soviet dissent; Corsica; Ireland; Citréen; Community bud- 
get; European defence; EEC commission presidency 
American Survey: No way to run a fire brigade; Aid; MX 
missile; The campaign; Allenwood prison; Child abuse; 
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Pensions after 2000: A granny crisis is coming 
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vative central office; Defence white paper; Spy inquest; 
The press; Airports; Lionel Robbins; Solicitors; Further. 
education and MSC 


Business, finance and science 


69 Business this week 

71 World Business: West Germany's militant bosses unite 
against a 35-hour week; Europe's workweeks; BAe/Thorn 
EMI; Europe’s economy; Canadian airlines; Business trav- 
el; Beer; Advertising; A C Nielsen; Oil; Uranium; Australian 
land rights; South Korean shipbuilding; Ezaki Glico 
Finance: Buddy, can you spare four and a half billion 
bucks?; Reuters; Taiwan banking; French customs; Ameri- 
can bond markets; Share tipsters 

Science Brief: The faltering technologies of arms 
verification 

Science and technology: Are the Japanese ready to’turn 
bugs into yen?; Cetus; Air pollution; Sonochemistry; Mac- 
Gillivray's petrel _ 

111 Economic and financial indicators 
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99 Books Plus: Jean Rhys's letters; Ken Livingstone; Muse- 
um of Modern Art; Ballet in Britain; Elveden 
6 Letters 
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beautiful pièce of otsam 

from the wreckage of the Otto- 
an: Empire™. {April 14th). Ev- 
y state in the’ Levant isa recem 


“For peat it [Lebanon] 
had been part of the Turks’ Syri- 
an province.” What. pray, was 
that? Until the end of the first 

lf of the 19th century, the Arab 

layets of the Ottoman Empire 
were “Mosul, Baghdad, Haleb 
(Aleppo), Saida and Sham (Da- 
mascus). Mount Lebanon was 

led from 1842 by a Druze and a 
Maronite. quaimaqamiya under 
the Pasha ‘of Saida. After the 
disturbance of 1860, Mount Leb- 

-anon was an autonomous sanjak, 

led- by. a mutasanif responsible 
direct to the Sublime Porte (the 

mutusanifiya’’). 

From 1888 onwards there were 
three vilayets in that part of the 
Levant (Aleppo, Damascus and 
Beirut) and two detached sanjaks 
(Lebanon and Jerusalem). Be- 
fore we argue about the future of 

e Lebanon, let us at least get 

ë past/right. The facts are of 
more than-academic importance. 
‘since they are often distorted or 

lurred to promote ideologies or 
political ambitions which have 
‘little to. do with the welfare of the 
Lebanese people. , 


DaviD ROBERTS 


The Economist, 
Intelligence Unit 
Just published: EIU Special Report No 165 


reating Jobs 
in Europe 


How Local initiatives Work 
This report argues that cover 
d 


than they are to create ae in acost 
_fffective way. Above all it points to 
the need for constructive — 


» 27 Stdames s Place 
London SWIA INT 
UK. Tet 01-493 6711 

< 40 Rocketolier Plaza 

: Naw York, NY 10020 


"USA. Tel: 212541 5730. WGermany Te 0611: raed ae 


SrR--When the ambassador for 
Lebanon denies that Lebanon is a 
recent invention (Letters. April 
28th). he ignores centuries of 
history. During five centuries of 
Ottoman rule. Lebanon was a 
small district corresponding to 
the Christian areas of present- 
day Lebanon and was part of the 
province of Greater Syria which 
included the rest of today’s Leba- 
non and also Palestine. It was the 
French mandatory power that 
created modern Lebanon by add- 
ing to the Christian district some 
adjacent Moslem and Druze ar- 
eas but retaining an overall Chris- 
tian majority in the new republic. 
This Christian republic received a 
lot of support from western pow- 
ers but has failed to assimilate the 
large minority segments with 
closer cultural and social ties with 
Syria—like the Shias, the 
Druzes, and even Greek Ortho- 
dox Christians. The republic con- 
tinues to be unstable. 

Bombay T. S. SWAMINATHAN 


Jericho 


SIR--} was astonished to learn 
that when Joshua was trying to 
decide whether to turn right or 
left at the Transjordan inter- 
change “there was no such place 
as Jericho” (April 21st). 

As | recall, Jericho was an 
established village by 8000 BC. 
and a walled city of 2.000 people 
by 6000 BC. It should have taken 
no more than two battalions and 
the brass section from the regi- 
mental band to knock off a 
walled city of that size. Did Josh- 
ua split his forces? 

Since Jericho is now an Israeli- 
administered Jordanian town 
with some 5,000 inhabitants and 
some very interesting archaeo- 
logical digs. where had it gone in 
the twelfth century BC? That 
sounds as though it might be a 
very interesting tale. and. if the 
effort can be spared. it would 
make a delightful sequel to the 
original story. 

Sunnyvale, 


California J. M. KAUFMAN 


R—Itis a thousand pities that 
r article’ Revolūtionary tor- 
‘April 28th) makes no refer- 
ct that the ee 


“mycotoxin. The 


nian soldiers it 


_ chemical weapons 


firmed worldwide- 

sive. laboratory. tests ọn blood 

stool and urine of the victims: 
Instead. The Economist‘ 


sumes the role of prophet. of 


doom by talking about a “post 
Khomeini” era. It would be a 


e Observer 
10rality can- 


mere anachronism. to compare. = 
Islamic Iran with Bonapartist 
France. Iran has been victim-of: 


an aggression. Far from making 


any military expeditions outside 


its borders, Iran is waging a- de- 
fensive war. 
our spiritual leader and founder 
of the Islamic Republic of Iran, 


does not preach any chauvinistic. 


ideas. Rather he advocates. unity 
among all Moslems and. in a 
broader sense. among all the 
oppressed. 

As to the shortages of certain 
consumer goods which you.men- 
tion. iran is. determined to 
achieve self-sufficiency and social 
justice by combating the consum- 
ing spree which made fran an 
acquisitive society only: to: the 
benefit of the minority: opulent 
class that had the means to pos- 
sess more and more material 
things. Still. through tighter con- 
trol and a proper reorganisation 
of distribution channels, Iran has 
managed to ensure that groceries 
and other essential goods reach 
consumers in sufficient quantities 
and at the official (sometimes 
even subsidised) prices. 

Teheran ABBAS RAHIMI NEIAD 


Press freedom 


Sir—Countries of the third world 
have long held that foreign com- 
panies operating on their soil 
must observe local policies. and 
cultural values. not those of their 
home country. This; it has been 
emphasised. is essential to curb 
economic and cultural 
colonialism. 


Mr Tiny Rowland of the Ob-. 


server has been castigated for 
interfering with the freedom of 
the press to protect his industrial 
interests in Zimbabwe. But he is 
doing precisely what the third 
world has long demanded—that a 
foreign company must fall in line 
with local policies and values. 
The five directors of the Observ- 


er who rallied behind the editor - 
were upholding the values of the ` 
ex-colonial power. not of the ex- 
< higher: than whi les at every a 
Jever in dQ tests. One wonder 


colony. 


,„ Bläck Africa is. littered with 


lke Indi 


Imam Khomeini 


. Office, the rights 


fied s were marriage treated as a 


five year contract, which in d 


fault of renewal would automatis 
cally lapse. This would enab 


place amicably ina solicit 
nd wishes. of a 
parties being sa divs 


On the other hand devoted co 
ples could enjoy quinquenni 
marriage ceremonies. Theolog 
cally, certainly since | 
teran Council in 1215, ther 
been no objection to parties 
newing their. marriage vows 
often as they wish. Think of Da 
by and Joan in their eighties b 
ing wheeled up the aisle to plig 
their troth “till death do-us pag 
and then being wheeled out i 


the sun to be showered with:co 


fetti by children. grandchildre: 
great-grandchildren and so fort 
Think of the impetus given to 
economy were wedding cere 
nies increased a hundredfold.: 


Madrid 


SIR—In your Business. Brief 

the overseas Chinese (Ap 
28th). you note that the. Chin: 

attempt to Operate on the ba 
that “both parties benefit. if pe 
sible equally”. t 

“is strange to western firms—a, 


these two facts are not quite ir 
mately related? : 
Davin WARBUR 





ndon'stockbroker with a 
stantial research presence and an effective 
tional sales force. They want to complement 
garded oil research team by 


who has worked for a minimum of four to 
7e years for a major oil company, including a 
ériod in a planning or business strategy 
‘tment. Some geological knowledge would be 
‘helpful, but is not essential. Preferred age would be 
p to 30. oe 
| Applications, which will be treated in confidence, 
hould include details of career to date and be 
addressed to J.D. Vine (Ref: TE/12), Vine 
Potterton Limited, 152/3 Fleet Street, London 
C44 2DH. 
Please indicate separately any firms in which you 
would not be interested. 


Vine -Potterton 


RECRUITMENT SERVICES 


~ CORPORATE — 
STRATEGY 


-` CONSULTING 
~ AUSTRALIA 


Pappas Carter Evans & Koop is a specialist consulting firm, providing 
businesses in Australia and its region with advice on business strategy. 
The analytical work supporting our recommendations involves rigorous 
assessment of our clients’ competitive positions and ability to achieve 
competitive advantage: 
Established in:1979, we have offices in Melbourne and Sydney and a staff 
olegsionals, Our staff is. of top calibre, with strong academic 
ions and consulting experience in demanding environments. 
ve prior international experience with The Boston Consulting 
icKinsey & Company or Bain & Company. 
re committed to being the best strategy consulting group inthe 
vas welas providing an environmentin which personal and family 
5 irations can be satisfactorily balanced. 
tremely capable and successful people who have 1 te 2 years” 


ing experience with atop international firm and who are 
joining a very professional and rapidly growing strategy 


confidence; enclosing a current résumé, to Maurice Koop 
‘below. We reserve the rightto téply only to applicants whe 
scription. 

$ & Koop Ply Lid., Level 52, MLC Centre, Sydney, — 


ON 


pappas carter evans k koop 2 








We need to enlarge our marketing and 
economics consultancy team to fulfil 
assignments for private and public sector. 
clients in the UK and abroad. aires 


Our work includes: Ae ; 

O business and marketing strategyand 
planning Se 

O appraisals of industries and markets 

O feasibility studies of new ventures `- 

O acquisition and diversification studies: 

O helping clients to improve their 
marketing function. 


Candidates must: 

C be aged 27-32 EOT 

O have a first or upper second class degree. 
in a relevant subject, and preferably a 
postgraduate qualification oe 

O be numerate : z 

C have at least 4 years’ varied business — 
experience wet 

C be prepared to travel — foreign ; 
languages are an added advantage. > 


A generous salary and benefits package 
includes a car. i, 


Please write or telephone for an applicati 
form to be returned by 4th June 1984 ti 

L. Zurick, Peat, Marwick, Mitchell & Co 
Management Consultants, 1 Puddle Dock, 
Blackfriars, London EC4V 3PD (- n 
01-236 8000). P 











RECRUITMENT CONSULTANTS 


35 New Broad Street, London ECEM 1N 
Tei: 01-588 3588 or 01-588 3576 
Telex No.B87379 


_ A career appointment in a stable part of the Middle East—opportunity to accrue capita 


> MANAGEMENT DEVELOPMENT SPECIALIST 


SALARY £20,000-£24,000 TAX FR 
MAJOR INDUSTRIAL COMPLEX = — 


ations are invited for the post of Head.of Management Development for a major industrial company. This is an important post reporting to the Head of » 
Training and Development and with responsibility for the development and co-ordination of management and supervisory training. The job will be 
` concerned particularly with the planned development of graduate and non-graduate national employees, Applicants, preferably graduates with overseas 

experience, aged 35-45, should have had at least 10 years experience of management training and graduate development within a medium to large 

: modern industrial company, in'addition they should be skilled in, and thoroughly familiar with, international centres for training, management development — 
-and business studies. The post carries an attractive remuneration package including free accommodation: and utilities, car allowance, substantial: 
‘assistance with education expenses, air passages for annual leave and children’s education, health care and provident fund. Applications in: strict 
“confidence under reference MDS4261/E, to the Managing Director: Pe RS 


 CAMPBELL-IOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 25 NEW BROAD STREET, 
TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 067374. FAX: 0638 9218. 


Please only contact.usif you are applying for the above position. 


Fund Management 


o Pacific Basin gE 
City c£30,000 + 


~. Ourclient isa major financial institution with a highly regarded investment management team. 


< Ttalready has a strong reputation in the Pacific area but following reorganisation now needs afurther 
istin this field. You will be involved in both managing funds and the formulation of investment 


ne prime requirement is a record of success in investment or pension fund management includingno 
less than two years’ specialisation in Far Eastern securities. Age is less important than the ability towork 
well alongside a close knit, highly professional team. l o A Ë 
enefits are excellent and include a non-contributory pension scheme. Relocation expenses may be 
le where applicable. - pare ee ee he 
Write in confidence to EH Simpson, quoting ref. SE248, at 10 Bolt Court, LondonEC4 > 




















ate nee just six miles from the ranch... . A resort ranch, yes, buts a all 
th quarter horses, cutting horses, cows, cowboys, covered wagon rides, i 
és and outdoor barbecues. . a 


OVER AND ABOVE THE REGULAR ENTERTAINMENT . =Q 
LL PROFESSIONAL SUBJECTS, SUCH AS FINANCES, BANKING, REAL ES a” 
NV AMERICA, MEDICINE BY TOP AMERICAN DOCTORS WILL BE OFFE 
US SEMINARS BY TOP AMERICAN SPEAKERS AND CELEBRITIES. 


BREEDING PROGRAMMES of Chinese Shar-Pei dogs, one of the most unique ue a 
luable dogs i in the world today. ; 


. Breeding programmes of the famous western cutting horse, along with demonstrations, i 
„Rodeo demonstrations, square dancing and country and western entertainment. 


Access to Dallas, Houston, San Antonio, Austin. 


‘Side trips to oil fields and the famous TEXAS TRAILS vacation spots, such a ast 
Coast and Corpus Christi, Texas. 


TO PARTICIPATE IN THE AMERITEX RANCHES INCORPORATED RESORT : 
RANCHES, ONLY TWO HUNDRED “200” LIFETIME MEMBERSHIPS ARE BENS k 


At $35,000 per membership 


-This fee is a one-time fee for memberships which along with granting each mer bi 
-unlimited access and usage of the ranch facilities, allows each member to pass alon 
membership to their heirs. l 


A TRULY UNIQUE RESORT RANCH LIFETIME MEMBERSHIP PRO RAN 
WHERE PEOPLE OF QUALITY LOOK AFTER PEOPLE OF DISCERNMENT 
-LOVER THE WORLD. ~ Loe 

















co . M ARY’ S AILABLE JUNE: 1984 
-COLLEGE 
_ FENHAM 


(CASTLE UPON TYNE 
ENGLAND 
FOR SALE FREEHOLD : 
_Eatapieied Higher Educational Campus "AL onditioned 
of Interest to Research, Foundation 8 h= 
or similar users. wit 


: '230,0008q ft in 9.2 acres of grounds. 
FOR FULL DETAILS APPLY: | 178 Car spaces 


(GERALD EVE & CO. LAMB & EDGE 
- CHARTERED SURVEYORS CHARTERED SURVEYORS 
18 SAVILE ROW GRAINGER HOUSE 
LONDON W1X 2BP 36 BLACKETT STREET 
ENGLAND NEWCASTLE UPON TYNE 6 Brian Cooper Healey 


; 013i 0488 supped i 01-629 4171 01-622.92 


IN THE CENTRE OF LONDON 


Anew development providing modern practical and efficient offices of 
outstanding aeann ae TEO Og the ache technological advance: 


5000 sq. ft. Office Floors from 15; 0005 sqt ft 
gie. Content 92. 000 sq: ft. ; 














RoyWest Trust 
in Jersey, 
Channel Islands 


YOUR OFFSHORE SOURCE FOR 


* Trusts e Investments 
e Private Companies + Custodianship 


_RoyWest Trust Corporation 
(Jersey) Limited 


Royal Square Tele: (0534) 71076 

P.O. Box 249 Telex: 4192156 

St. Helier, Jersey Cable: ROWTCOG 
Channel Islands 
Our controlling shareholders are The Royal Bank of 
Canada Group and National Westminster Bank PLC 


“Now there is a hotel 
for perfectionists in 
Washington, D.C.” z 


A REGENT ®INTERNATIONAL HOTEL 
ALBUQUERQUE. CHICAGO. FIJI. HONG KONG. KUALA LUMPUR. MANILA. MELBOURNE, 
NEW YORK. PUERTO RICO. SYDNEY. WASHINGTON D.C. 


WASHINGTON D.C. 202-429-0100, TELEX 904282; HONG KONG 3-663361; 
TOKYO 03-211-4541; AUSTRALIA TOLL FREE 008-222-008. 


Other RoyWest Trust Companies are located in 
SWITZERLAND, ISLE OF MAN, LIECHTENSTEIN, 
BAHAMAS, CAYMAN ISLANDS, TURKS 
& CAICOS ISLANDS AND PANAMA. 


The World’s Favourite 
Address in Beverly Hills. 


On famous Wilshire Boulevard, set amidst the privacy 


International Investment Management 


of golf greens, the most prestigious residential area 
and world renowned shopping. Elegant guest rooms 
and suites. Two heated pools and recreation facilities. 
A variety of famous restaurants and lounges including 
Trader Vic’s and the world class L’Escoffier. Traditional 
guest services and amenities with a staff whose main 
concern is the comfort of our international clientele 


For information, call the Hilton Reservation Service, 
see your Travel Agent, or contact: 


THE | Uf) f 3 
Clues YU 

4 Hon 
Beery vis, Califor Egi ji 


Telephone (213) 274-7777 be 
Telex: 194683 HILTON BVHL @ |) 
= 
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for the Private Investor 


Fraser Henderson Limited offer a complete 
discretionary portfolio management and financial 
planning service to private investors and trustees 
with portfolios of £40,000 or more. : 
The overall approach to portfolios is international 
in scope, and our investment managers are highly 
experienced in the world’s financial markets. 

If you would like further information please 
complete the coupon below and return to us at 
Fraser Henderson Ltd., 5 Hanover Square, 
London WIR 9HE, or ring Timothy Trotter on 
01-493 3137. 


FRASER HENDERSON LIMITED. 


Member of the National Association of 
Security Dealers and Investment Managers 


Please send mea copy of your brochure. 
Name 


| ' Address 











IBM’ 5 new Marketing Centre is on the South Bank between 
the National Theatre and London Weekend Television. 


rehitects: Sir Denys Ladsun, Redhouse and Softley. We managed IBM South Bank the sal 
tructural and Services Engineers: Ove Arup and Partners. 
: ela at Northcroft, Neighbour and Nicholson. way we manage all our contracts. Thorou d 
| That's how we managed to build seven floors of prestigious, 
airconditioned accommodation (two of which are below ground level) in 
1983 within budget. eae 
This iow A office complex has some 30,000 square metres. of 
floor space, providing an ideal home for IBM’s marketing teams. i 
_ What’s more, with the help of a 220 metre river wall, we reclaimed 
quare metres of foreshore from the Thames. 
"he riverwalk, with its Victorian lampposts, links IBM South Bank 
igh bours the National Theatre and London Weekend Televisio . 


‘ F you would like to know more about us, please 
fill m he oupon below. We’ll be happy to give you 


‘many projects. os 
E EXPERIENCE, EXPERTISE ANDTEAM N 








OVERSEAS CONSTRUCTION, Don Venus, Taylor Woodrow International Ltd, 070 
Western Housen Western. Ave Ew, REER E es 
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ibernation in May 


at are the Russians up to? Nothing, probably. 
ere will it get them? Nowhere, in all likelihood. So 
y are they doing it? Because they are Russians, and 
| President Konstantin Chernenko they have got their 
aost archetypally Russian leader since the 1917 
evolution. 
When Russia pulls out of the Los Angeles Olympics 
May 8th, cancels a deputy prime minister’s visit to 
‘hina without explanation on May 9th, and announces 
at it is slapping even more nuclear missiles into 
entral Europe on May 14th, people in the west tend to 
ssume that these furious actions must be part of a plan. 
o the western mind, trained by Greece and Rome and 
ac Reformation to believe in order and clarity, deci- 
bons like this are assumed to have a calculation behind 
nem and a goal in view ahead. The western mind has 
obably got Russia wrong again. The likeliest explana- 
on of this series of gestures is that Russia does not 
ow what to do about Mr Reagan’s pugnacious 
merica, or about Mr Deng’s prickly China, or about 
ubborn Thatcher-Kohl-Mitterrand missile-deploying 
estern Europe. It is therefore retiring into itself for the 
ge being. The bear has gone into hibernation in May. 


decision not to make decisions 
e Russians do indeed have a problem, and this 
joblem should in theory give them an opportunity. 
eir problem is that the idea which has been the 
‘ntrepiece of Soviet foreign policy since Brezhnev’s 
ne—the idea of pinning America down into a nice, 
sy set of detente-on-Russia’s-definition agreements— 
no longer working. President Reagan is too busy 
building America’s armed strength, and is too insis- 
t that any agreements he does sign should be at least 
much to America’s advantage as to Russia’s. If the 
issians behaved as westerners expect them to behave, 
ey ought now to be deciding whether they think they 
reopen business with America after November’s 
ection, or whether they have to abandon America as 
e centrepiece of their policy. Either way, so long as 
ngs are going badly with Washington> they ought to 
trying to prise China and/or western Europe away 
ym America. That is lesson number one of interna- 
nal politics. Never be on growling terms with all the 
er big powers at the same time. 
ow should be the Russians’ opportunity to start 
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making decisions and choices. The only decision they 
seem to be taking this May is not to take decisions. This “ 
cannot be merely a matter of Mr Chernenko’s health. 
He is clearly feeling no sprightlier than he felt when he 
took over power in February; but it is almost inconceiv- 
able that, after two Kremlin deathbeds within 18 
months, the politburo failed to run a pretty careful 
stethoscope over him in February. The tendency to roll 
up into a ball is just the way Mr Chernenko’s sort of 
Russia responds to an uncomfortable world. 

The Russians seem to be doing none of the things 
self-interest points them towards. They understandably 
do not want to do anything that would help Mr Reagan 
get re-elected. But the Olympics boycott is likely to 
swing more blast-those-Russiaris voters behind blast- 
those-Russians Mr Reagan (as well as dismaying some 
of Russia’s allies and many of the world’s sports fans). 

If the Russians nevertheless could not resist the 
temptation to deliver this poke in America’s eye, they 
might at least have recognised that this was just the time 
for them to extend a conciliatory finger towards China. 
Instead, the all-bags-packed visit by Mr Arkhipov is 
suddenly cancelled, and the chance to find out what 
China meant by censoring Mr Reagan’s anti-Soviet 
ruderies in Peking last month is thereby lost. Even 
western Europe, which Russia is at least still talking to, 
is getting more of a growl than a coo. Mr Chernenko 
has lately made time to see Spain’s king, Italy’s foreign 
minister and Finland’s president, but he seems to have 
given them all the same set speech of injured Russian 
innocence, and they all seem to have gone home from 
Moscow irritated and depressed. 

This is the politics of grudge-bearing. The Russians 
are in a huff with America for almost everything; with 
the west Europeans for letting new American missiles 
be stationed in Europe; with the Chinese for letting Mr 
Reagan come to Peking. Their response is not a policy, 
but an omnidirectional grump. 

Just possibly, it might have been different if Yuri 
Andropov were still alive. Of all Russia’s leaders since 
Lenin, Andropov, though no friend of the west, was the 
most western in his cast of mind. He believed that 
problems were there to be solved, that choices had to be 
made, that defining a question was' part-way to answer- 
ing it. With Mr Chernenko, the country has reverted to _ 
the other, blurrier, Slavocentric part of the Russian 
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ily uthlessness nor Khrushchev’ S 
nor Brezhnev’s genial persis- 
ks a dull; heavy, decent fellow, running 
e sort who in a pluralist society should be 
around a house of lords. l 
two always warring halves of the Russian 
aracter, the ne and the inward-looking, 


y 
Soviet power. A 
taking; opportun 


about wihiat the ‘thing t they call “comm ! 
is no time to go into hibernation. 


əcapture her American husband's attention 


iy being ore iNteligent about delenee 


self again. The one thing oes 
reeing about in 1984, while they bicker 
, is that western Europe should pay 
the matter of defence. If that means 


e ae de fact ‘that the United States, 
ewer people and less government spending than 


western Europe, nevertheless provides most of Eu- - 


’s nuclear protection, a large chunk of its non- 
nuclear defences and almost all the men, ships and 
1 guard the Gulf oil that European industry 

ene Pies provides no reciprocal 


nomic he aiimaly. Th in the Pacific and A Salitica 
ral America turn their eyes westward and 


jutting n 
he 1960s did not NRS pai Deby boys to make 
ear-olds for the 1980s; anyway, modern 


means Sao lee peidpe’ s arms industries 

words, making more and better weapons 
factories employing fewer people. This sort of ratio al 
sation is something Europe is very bad at. 

The best way of tackling it is pretty certainl 
through the machinery of the European communit 
the EEC, each member government tries to protect its 
own country’s interests. That is not what the EEC’s 
founders meant it to be, but that is how it has tu 
out. The common agricultural policy is a ‘high 

system of protecting marginal farmers at the consu 

expense. A rationalised European arms industry 

to be the exact opposite: a low-cost system of getting 

of marginal producers to the taxpayer’s benefit D 
can imagine an EEC council of ministers being invited 
to inspect the relative expendability of a West Germam 
tank factory against a French one, an Italian trainer 
aircraft against a British one, a Belgian ‘thi š 
Dutch that? 

In the Europe of Brussels, the business of barg 
national interests against each other is done in th 
spotlight of public attention, so that each concession 
draws an indignant howl from the audience back homet 
Much the same is likely to prove true of the W 
European Union, another suggested way. of de 
with defence (see page 43). It is too easy for th 
interests to block progress down those roads. 

The most promising way forward i is for t 


starting with the gross duplication in ia 
research-and-development prograr 
this, each of the four co 

trate its RED on 





cient Europe means a more efficient Nato. $ 

. This new efficiency is most needed in the industries 
that will make the new high-technology weapons which 
could be coming into service in the late 1980s. The west 
Europeans have to decide whether to go on relying on 
the threat of nuclear weapons to block a Russian attack. 
or to equip themselves with the precision-guided non- 
nuclear weapons that will soon be able to do the same 
job. If they choose the non-nuclear option, as they 
should, they will either have to buy the new weapons 
from America or make joint-production deals with 
America. 

These new devices will be expensive. If Europe is to 
have a share in making them, it has to make them as 
cheaply as possible, without the waste of patriotic 
duplication involved in ordering a British device simply 
because it is British (insert the national adjective of 
your choice). Every pound, franc, mark and lira thus 
) »ved means.a more efficient defence of Europe, plus a 
~ tance to make a more serious European contribution 
to the protection of the Gulf. 


Deeper into dependence 

If Europe fails to do this, it should realise what the 
result will be. The Europeans probably do not have to 
fear a melodramatic “abandonment by America”, the 
“collapse of Nato”, an American “swivel from the 
Atlantic to the Pacific”. As a Frenchman, Mr Domi- 
nique Moisi, has pointed out, the Americans are 
connected to Europe by ties of history, culture and 


simple fellow-feeling far stronger than anything that - 
links them to the Pacific world or to Latin America. In 
the last resort, the Americans are unlikely to turn their 
backs on the continent most of them come from. What 
Europe does have to fear is something almost as bad as 


abandonment—and more humiliating. 

It humiliates Europeans, and irritates Americans, 
that Europe needs so much American help to defend 
itself, while America’s defence gets no similar help 
‘from Europe. There is probably no substitute for the 
American nuclear umbrella (because a purely Europe- 
an umbrella would have to be part-German, and might 
let in the rain anyway); but there is no God-given 
reason why the non-nuclear, under-the-umbrella part of 
Europe’s defence should have to depend on 300,000. 
American servicemen in Europe itself and an American 
expeditionary force on guard for the Gulf. 

And yet, if Europe fails to get to, grips with its 
problem, this dependence will almost certainly grow — 
worse. The next period of military technology is likely 
to be dominated by a combination of cunning new 
weapons that can spot an enemy’s tanks and troop- 
carriers long before they reach the front line, send 
missile-loads of non-nuclear bomblets over their heads, 
and then zero the bomblets in on each particular target. 


‘If Europe does not get a share of the action in 


producing these weapons, it will have to find an awful 
lot of dollars to buy them from America. If it cannot 
find the dollars, its security will hang even more 
embarrassingly on American soldiers and airmen who 
do possess these weapons. It will be even less capable of . 
looking after itself. 

Elderly wives, hanging on to the arm of younger 
husbands whom they suspect of getting exasperated 
with them, say: “But you would never dream of leaving 
me!” As Uncle Sam’s gaze drifts interestedly Pacific-- 
wards, or worriedly Latin Americawards, Europe is 
Saying the same. In any alliance, from the military to 
the matrimonial, frail coyness is not the best way of 
getting one’s partner to take one seriously. 


A go-slow solution for Hongkong | 


Britain should hold out for the right deal with China 


September is too soon. There is no way Britain can 
meet that arbitrary Chinese deadline for a signed, 
sealed and delivered-to-the-Queen agreement on the 
end of British rule in Hongkong. Not unless British 
embers of parliament were willing to give up their 
sacrosanct August-September recess, and probably not 
even then. Last month in Peking the Chinese intimated 
o Britain’s foreign secretary, Sir Geoffrey Howe, that 
hey might settle for the initialling of an agreement by 
September. It is possible that the two sides will produce 
he kind of detailed document Britain wants in three 
ore months of bargaining. But since China has yet to 
oncede that the agreement should go beyond a state- 
ent of principles, it is far from certain. So, as 
darliament debates 1997 and all that, it is time Britain 
and China) started thinking about fall-back positions. 
The simplest would be for the Chinese to announce 
hat, given the progress in the talks, China will gener- 
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ously waive all deadlines. This would allow Britain to 
keep pressing its point that, in order to maintain 
confidence in Hongkong, the agreement must include 
lots of fine print about how China intends to preserve 
Hongkong’s capitalist system and freedoms. The Chi- 
nese have swallowed so many words in their time thata 
few more about a deadline should not block their 
digestion. But since the original September cut-off date 
was proposed by one Mr Deng Xiaoping, they may well 
balk this time. If they do, that leaves two unpalatable ~ 
alternatives and one new idea to consider. 

Option one would be for Britain to back down and 
accept China’s demand for a simple agreement on basic 
principles—Britain to cede sovereignty and administra- 
tive rights in Hongkong to China as of July 1, 1997; 
China to allow. Hongkong, as a “special administrative 
region” of China, to govern itself and to preserve its 
present legal and economic systems for another 50 
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agreement, and Honekons with 
ises. i 

n less desirable possibility would 
break down. China would then 
reat to announce its own plan 



















ne agreement it is now trying to 
. But a British refusal to sign on 
; a be taken in Hongkong as the 













































g Hongkong i in 

least discussed but probably the 
iggested by some of the prominent 
le now lobbying i in London. This would 


g! 
age, to be completed by RB pichibes would 
t declaration of principles that China wants, 
hout treaty status. This means it would not 
approved by Britain’s parliament, which 
nter-signing a blank eet The decla- 


lore ee including detailed provisions for 
tra fer of administrative power. Under the head- 


3 ‘investment into the coal industry 


-middle classes are telling each other 
‘Scargill is going to be beaten by Mrs 
tcher’s tough stand for economic reality in 
coger she is instead O daily 






nly a she is Pean n invest- 
absurdly loss-making industry to over £2m 
issuading every employer from invoking 









= it oud gain by patie Ara two 


on forced a general election 
be ruled by the elected 


* Britain is selling Hongkong down the river. 


lake King Coal a republic 


savemment should ponder what it is doing by putting so much 


er before coal stocks had fully recovered. ` 


; oe ee : 


plan from Bri 
international underw 
ture. But to make s 
move quickly to democratise H 
elections for a legislature and perhaps, 
kong people are suggesting. a chief exec 
China is promising to consult a wide 
opinion in Hongkong during the constit 
process. It might well jib, as it does today, 
dealings with “colonial” institutions, even duly elected 
ones. No matter. When China puts its new constitution 
on the table, Britain would ask Hongkong’s elected 
representatives whether the second agreement with 
China should be signed. A go-ahead from an elected. 
body would be the best way of putting paid to fears, ij 
Hongkong or in the house of commons in London, th 
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Like all “solutions” for Hongkong, the two-si 
plan is not fail-safe. China might resist giving Britai 
disguised veto over the post-1997 Hongkong constitu 
tion. A Hongkong assembly might urge Britain to reject 
the agreement. Investors might lose their nerve and. 
British ministers their patience as negotiations dragged’ 
on. If Britain can get a chapter-and-verse deal from 
China in the next few months, so much the better. But 
the worst way to preserve confidence in Hongkong. 
would be for Britain to take Chinese dictation now. : 







production by hardly a kilowatt, because overinvest- 
ment since 1974 has sent coal stocks to record summer: 
heights, but voting in the local elections a fortnight ag 
would in parliamentary elections have brought < 
house. This strike will reduce coal stocks. A de 

Mr Scargill could have every incentive to strike ag; 
any early winter when ie Thatcher lags in the 














this year to change the whole nature of the tai ' 
subsidised coal industry. 

At present anybody in Mrs Thatcher’ s cabi 
suggests competition with the nationalised coal 1 
oly is preci shushed. Yet the United 











More and more policy and pension plan 
lers come under Eagle Star’s wing each year 
1983 was no exception. 


In his Annual Statement the Chairman. 
Sir Denis Mountain, Bt., said: 


_ Despite intense competition total premium 661983 was a memorable year for Eagl 
ncome last year reached a record £886 million and Star... which eae 1n the compa 
the surplus before tax showed an increase of becoming a member of B.A.T Industries in 
32.8 per cent at £90.3 million. January 1984, During this period the 


Board of Eagle Star was particular! 


I : all Eagle Star paid out over £640 million to mindful of its responsibilities, not onl; 


lies and businesses in the UK and around the 


Sapro , ern cas shareholders and staff, but also tov 
NE EE aga am gee policyholders . . . It is B.A.T’s intention 


wo ss 7 that... continuity of managemen 

Th Ola to all our policy and pension plan maintained. We look forward to w 
rs is plain: now, more than ever, you’re aH : ar ae 
better off under the wing of Eagle Star. T with them in the future 99 - 
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1983 was one of Interbank’s best 
years since we were founded in 1888, as 
our outstanding results make clear. 

Results like these have made us 
Turkey’s most profitable private bank, 
its leading wholesale bank, as well as 
its major specialist in import/export 
finance. We work mainly with Turkey's 
top 100 companies and government 
agencies. Our internationally-qualified 
staff are always available by phone or 
telex, and are ready to travel at short 
notice. 


When youre doing 

business with Turkey, 
one bank will 

make you feel this close. 














So if you’re thinking of doing business 
in Turkey, let us, Interbank, bring your 
success there a whole lot closer. 


Some key Interbank figures as of December 31, 1983 

TL 33,857,661,000 
TL 68.807,796,000 
TL 4,647,040,000 


Total Deposits: 
Total Assets: 
Shareholders’ Equity: 


INTERBANK 


A === THE TURKISH BANK FOR 
INTERNATIONAL TRADE 


FOR MORE INFORMATION ON INTERBANK - AND A COPY OF OUR ANNUAL REPORT - PLEASE CONTACT M. CARMELICH, INTERNATIONAL BANK FOR INDUSTRY AN 
COMMERCE - (ULUSLARARASI ENDUSTRI VE TICARET BANKASI) - BUYUKDERE CAD 108 - ESENTEPE - ISTANBUL - TURKEY - -TELEPHONE (1) 172 2000 - TELEX 23 760 BCR 
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miners’ need to keep 


a sudden downturn in- 


hem temporarily jobless. 

` ons have a past tradition of 

-who make Mr Scargill look almost 

n miners’ reaction to pit closures today 

think that one of their many strikes might bring 

lo esident Reagan. A closed though unexhausted 

ig-company seam can mean another cheap one for 
trepreneurially-minded faceworkers to lease. 

ig the past 70 years, employment in British 

mines has fallen from 1.1m men in over 3,000 collieries 

to just over 700,000 in 958 collieries at 

i ion in 1947 (when it was said the decline 

ould halt) to under 200,000 in less than 200 collieries 

While the Americans have turned their coal 

ry entrepreneurial, and the French and other 

inental Europeans are virtually closing their coal 

ndustries by not investing in them, the postwar British 

licy of high protected coal prices and big central 

investment has brought the least sensible economic 

results. 

_. A-house of lords committee pontificated again this 

2k that more investment in British coal could be very 

rofitable; their lordships cannot really know, until 

entrepreneurs are free to put money where they want, 


lying Dutchmen 


‘becatise ‘coal’s cost accountancy 


trap. The coal board once boast 


the deepest new coal mine in the world, and was mi 


to be asked whether taxpayers. should not wa 

digging the shallowest one. ae l 
It is said that Britain cannot go tof 

ialism in coal because Nes the m 


able pits in ‘Wales, Scotland. Ke 
are these social reasons? Employ 
British manufacturing workers r 
high price of energy i is far ‘Pree 


resources? te a few decades any coa 
will be profitably turnable into er 
means than sending men to burro 
grand little communities? In some | 
ladies die years younger than elsew 


main social consequence of present rotect 


coal is to give Mr Scargill a bigger 

troopers who might be able to force 

at a time when he, rather than the pri 

it. Half the country might like that, but it 

Mrs Thatcher continues to invest £2m ad y of ta 
ers’ money in it. ee 


Cheap fares between London and Amsterdam need 


to be made infectious 


Cheap air travel can at last be glimpsed through 
Europe’s protectionist clouds. From this summer it will 
ye possible to fly on scheduled services from London to 
erdam and back for a mere £49, less than two 
is the lowest (heavily restricted) fare now available. 
e will be no similar quick relief on flights to and 
nkfurt, Paris or Rome. Sadly, most European 
nments, cosseting state- owned airlines and sup- 
competing state-owned railways, will not rush 
. ite this price-freeing agreement between Britain 
nd Holland. A main objective now should be to goad 
ch governments into following suit by pinching away 
assengers from their aeroplanes. 

Britain has broken the protectionist ranks because it 
ts increasingly efficient airlines will attract more 
ssengers to London’s airports; Holland because it 
more. international travellers to pass through 
sterdam’s Schiphol airport. Other European coun- 
ar that any gain for Britain and Holland will be at 
‘pense. To limit the cost to themselves, they will 

stop the freeing of Europe’s skies. 


ill be both foolish and futile. Foolish | 


avel han their competitors in Bri ain 
é nefit from cheap fares to America. 


Belgians and West- 


Germans will take the short trip by motorway or t 
to board aircraft in Amsterdam. Short of-closin 
frontiers or taxing departing citizens, | 
governments will eventually have to allow 

This has already happened on routes acr 
Atlantic where the hapless Sir Freddie Laker 
thin edge of a useful wedge. and wh 
administration's deregulatory drive has s e! 
cheapest regular fare last winter from Londo o ey 
York was 58% lower in real terms than 10 year 
from London to Paris only 3.4% lower. 


Why Europe’s air fares have stayed high 
Sea- locked Britons think’ the demand To < che 


counterpart to Britain’ s a lobby. g 

aviation lobbies defend the status quo by noting, 
some justification, that Europe’s air fares are highe: 
than America’s-because operating costs including fu 
routing. around: miian air space and | 





all on prices, routes and capacity. This won’t happen 
because Europe’s nation states see their air space as 
sovereign, refuse to allow their inefficient national 
‘airlines to go bankrupt and exempt air transport from 
the competition rules of the Treaty of Rome. But less- 
than-ideal reforms are now fortunately being cleared 
for take off. Britain declared last week that its airlines 
will no longer have to consult with their opposite 
numbers before asking the government to approve new 

fares. The blame for rejecting any lower fares will be 


_ London's pride 


placed on the government at the other end of the route. 
The EEC commission wants to limit the pooling o 
revenue and traffic between airlines which conspire 
when they should compete, and to introduce zones o 
flexibility (as on the North Atlantic) within which 
airlines could charge less or more than their rivals. The 
commission should push harder. There is something 
rotten in the state of Europe when it costs twice as muc 

to fly the 214 miles from London to Paris as to fly the 
205 miles from Washington to New York. 


: : _ Mrs Thatcher has made two mistakes while rightly killing Mr Ken Livingstone’s 


Greater London Council, and she should consider two compromises now 


The British government is in a mess over its plan to 
abolish the Greater London Council, the first stage of 
- which is before parliament. Only last year the plan 
seemed accepted as a popular and justified modernisa- 
tion of local government, in an age which had at last 
realised that bureaucratically big is administratively 
ugly. The GLC was rooted in notions of strategic 
planning now mercifully outdated. Its politicians, se- 
lected by. minorities of minorities, formed cliques 
narrow even by British political standards. With powers 
to precept at will on local boroughs, its relationship with 
democratic accountability has always been hard to see. 
Yet today abolition is regarded on almost all sides as 


a gratuitous partisan attack on a noble democratic. 


institution. The GLC’s left-wing leader, Mr Ken Living- 
stone, whose more lunatic activities and expenditures 
so delighted the Tories at the last general election, has 
emerged as a sanctified apostle of electoral freedom, 
despite having never led any party to victory at any poll. 
= His financial irresponsibility, IRA sympathies and 
ratepayer support for gay co-operatives are forgotten as 
he covers London with posters calling on the citizenry 
- to defend their vote. How has Mrs Thatcher muffed it? 


=. Too late, and missing a chord 


The answer lies in two mistakes, both increasingly 


. characteristic of her government’s lack of policy co- 


ordination. The first was to ignore local government 
reform for the whole of the last parliament. Abolition 
of the GLC and metropolitan counties was pushed into 
the 1983 manifesto. Inadequate work was done on the 
details, and the starting date fell back until after the 
next GLC elections in 1985. This left a gap between the 
elections and abolition in 1986. The second mistake was 
the resulting transitional bill now before parliament. 
This decided against extending the existing elected 
GLC for a further year and proposes instead an 
` appointed body of local borough councillors. 

In theory this should have presented no problem. 
The economic case for the abolition of regional tiers of 
local government like the GLC is convincing to almost 
every statistically minded person not currently being 
paid by the public sector. The GLC draws in a lot of 
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money to be a fifth wheel on many four 

A large proportion of the staff at London’s County Hal | 
must have a net production that is actually negative 

What could be more sensible than to give borougt 

representatives interim responsibility for services whict 

they would subsequently be running? 

in the event, the substitution of an appointed for a 
elected body, even for one year, was a gift to th 
opponents of abolition. To Mr Livingstone’s effectiv 
(and ratepayer-financed) advertising was added th 
image of an anti-democratic central government, and o 
political gerrymandering since the interim appointee 
body will have a Tory majority. 

Most blueprints drawn up for abolition of the GLC i 
the 1970s argued that some sort of “receiver in bank. 
fuptcy”’ should run it during the last year of its life, s 
that the GLC could not deliberately continue until on 
minute before death to accept extravagant obligatio 
which its successors would inherit. Passing the buck t 
the boroughs for a year in advance was regarded as th 
more democratic alternative then. By 1984 that was 
longer necessary. With its new rate-capping legislatio 
on course for enactment, the government has “receive 
ship” authority to restrict rate levying and extravaga 
staffing by a dying GLC. Another year of Mr Living 
stone was a price it should have paid. Now, 
Livingstone’s campaign has struck a chord amo 
people who think some democratic rèpreson no i 
being taken away from London. 

There are two ways forward which Mrs Thatche 
should be ready to countenance. The new elected inne | 
London education authority may yet become the ne“ 
political focus for metropolitan representation, broad 
ening its base to include culture, the arts and a wide 
symbolic role as spokesman for London’s interes 
Alternatively, or in addition, the boroughs mig 
evolve a collective role, leading in due course to 
forum with perhaps an elected element. Neither deve 
opment would involve what Mrs Thatcher right 
dreads—a recreated County Hall with all that ñegati 
productivity. Greeted constructively, both could defle 
the charge that she is contemptuous of local democrac 
At present, that charge is sticking. 
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iverything about Hampshire 


adds up to better business. 


_ Any company adviser who's done his 
somework can confidently recommend 
mpshire, England, and its neighbouring 
eof Wight as, potentially, Western 
mirope’s most profitable business 

ation. 

The reason is simple: in Hampshire doing 
_susiness is truly cost-effective. 

-- @ Cost-effective premises. Modern 
iidings, ready to move into for a fraction 
the cast of similar accommodation in, 

y, London. Town-centre locations, 
t-of-town business parks, sites for 
evelopment. 

@ Cost-effective manpower. 

g skills you need backed 

t good training facilities | 
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To Hampshire Development Association, 
Winchester, Hampshire SO29 58S, England. 


Please contact me about relocation opportunities. 


e Cost-effective environment. The quality 

of life every family wants — villages, cities, 

downiands, forests, coast and sea, 

providing excellent recreation and top 

value living — including housing. 

è Cost-effective communication. 

> Excellent land, sea and air routes connect 
ba $ ) you economically with London, Europe 
and the world. Southampton is Britain’s 

largest deep-sea container port and 

the site of one of its first freeports. 

Among profit-conscious companies 
already located in this area are Cyanamid, 
IBM United Kingdom, Plessey, 
Pirelli General, Sun Life of 
Canada and Zurich insurance. 
To discover how to join them, 
call Hampshire Development 
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‘egrated circuits, optical fibres, | Position 
ontiers-of-knowledge projects, 

iversity research ... Already, | Company; 
ampshire’s hi-tech industries Address 
aploy more than twice the ete Beek 


Type of Business... pee MES 


Association on 
Winchester (0962) 56060. 
From overseas, dial 

+44 962 56060. 

Or telex 477729. 

Ask for Peter Scruton. 

Or use the coupon. 
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If you’re considering 
relocating your company, 
consider moving to the 
world’s most civilized 
work environment — 


the Pan Am Building. 


The advantages are abundant, from our 
ultimately convenient location over Grand 
Central Station to the spacious offices, spec- 


tacular views and 24-hour security. 
Already a world-renowned 
business address complete with 
fine shops and restaurants, the 
Pan Am Building is offering its 
tenants a luxurious new array of 
special amenities, including: 
The Executive Services Director 
— On those frequent occasions 
when business and pleasure 
merge, he’ll make all your 
arrangements for hotels, restau- 
rants, transportation, theatre 
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tickets and translation ser 

vices, or almost anything 
that you might need. 
The Health Club — 

* Because the fast track is 


sometimes less than kind to the executive 















body, we're planning a well-appointed 
health and fitness club. 
Executive In-House Parking—A yearly 


reservation is all it takes to end 
the uncivilized morning search 
for a parking space. 

The Elevators — If patience is 
not one of your stronger virtues, 
you'll appreciate the 59 elevators 
for 59 floors — a maximum wait 
of 12 seconds. 

To learn more about the civi- 
lizing effects of the Pan Am 
Building, please call Metro- 
politan Realty Management Inc., 
j at 212-986-2100. 


THE PAN AM BUILDING. THE WORLD'S MOST CIVILIZED WORK ENVIRONMENT. 











election that refused to be 
‘olen or bought 


RESPONDENT IN MANILA 


of a master-manipula- 
Ferdinand Marcos, de- 
‘oduce the unexpected. 
fair amount of fraud at the 
-a boycott call by part of the 
n; the election on May 14th for 
the Philippines national assembly seems 
have dealt Mr Marcos his biggest 
cal.setback in 19 years of rule. The 
ain opposition coalition, plus indepen- 
ents, look set to win 80 of the 183 seats 
tested, compared with a dozen in the 
ast; sham, election in 1978. A lot of 
ilipinos have plainly said they want a 

in the way they are governed. 
e final result will not be known for at 
10.days after polling day. Even if the 
sition gets fewer than 80 seats, the 
will be seen.as a big rebuff for Mr 
He had to concede on May 15th 
the poll had revealed “an undercur- 
discontent”, if not a vote of no 
ce in his government. His New 
Movement did particularly badly 
opolitan Manila, where his contro- 

wife, Imelda, is governor. 
-Marcos feeling has been rising in 
ilippines since last August, when 
ent’s long-time rival, Benigno 
§ assassinated at Manila air- 
his return from three years of 
the United States. A commission 
ity has since knocked large holes 
government's claim that the murder 
committed by a gunman in the pay of 
mmunists rather than, as many Filipi- 
os believe, a soldier under orders from 
he Marcos entourage. The Aquino mur- 
er precipitated a collapse in confidence 
t has brought the Philippines to the 
of bankruptcy. Inflation has risen to 
» highest rate for 40 years, and 
conomic activity has cost 
jobs. Filipinos are blam- 
Sfor their misfortunes. 

vere also blaming the 


uspiciously sporadic. 


commission 


some time on Tuesday. At least 300 ballot 
boxes were stolen on their way to town 
halls or during the voting. 

In Makati, the fief of the most notori- 
ous mayor in metropolitan Manila, the 
opposition parties were given only 10 out 
of 860 completed returns at the appointed 
time. Opposition supporters protested by 
building a bonfire outside the town hall 
and stoning water trucks which arrived on 
the scene. In the largest constituency in 
the country, Central Manila, demonstra- 
tors carrying torchlights marched into the 
office where the ballots were being tal- 
lied, demanding to know why the count 
had not been completed. 

The election campaign was “free” in 
the sense that both the ruling party and 
the opposition used almost any means, 
including violence, to defeat their oppo- 
nents. More than 50 people were killed 
before polling day and some 120 in the 
next few days. At least three candidates 
died, as well as a number of local officials. 
The style of campaigning has not changed 
much since the days before martial law 
was declared in 1972, except that the 
government party has a lot more money, 
guns and patronage at its disposal than 
the parties which dominated Philippine 
politics before 1972. 

The government borrowed $350m from 
the central bank in April, most of it to pay 
for the president’s campaign. Local offi- 
cials were brought to the presidential 
palace to receive instructions on how to 
get out the vote and were paid handsome 


expenses. On May Ist Mr Marcos decreed , 


a 10% rise in pay for civil servants and 
members of the armed forces. Four days 
later Mrs Marcos promised a heart hospi- 
tal for Cebu city plus $4,000 for every 
district and $2m for the city treasury if all 
the government candidates were elected. 
A new group called the National Citi- 
ens’ Movement for Free Elections, set 


‘up four months ago by businessmen and 
‘the Roman Catholic church, monitored 


the voting in most of metro Manila and a 
few of the other 12 regions. Some of the 


© poll-watchers stood up against harass- 
` ment from hoodlums; others were beaten 


But he’s not toppled yet TE 


up, frightened away 
movement's headquart 
gymnasium. was linked 
phone and telex to constituenci 
the country. Reports of ches 
violence were relayed to Ra 
the nationwide» Catholic radi 


citizens’ movement. 
The. new national as ' 
be more obstreperous than 
sor, which was elected duri 
martial law. The change 
stituencies should also encour 
ment assemblymen to be mo 
dent-minded. Parliament 
awkward questions and stig 
activities of “Mr Marcos 
cronies. 8 a RT 
The main opposition coalition says that 


it wants to start impeachment proceed 
ings against the president. This requi 


only 40 votes in the assembly. O 


` impeachment motion is tabled, the presi 










ee, oa is bound to have a a government 


ich western doom-mongers have been 
ing for. It has started attacking oil 
ikers belonging to the Gulf states. On 
ath, Iranian aircraft hit two Kuwaiti 


ragi. tnissiles hit a Greek ship and an 
anian- one near Iran's oil terminal at 
Kharg. Island. On May 16th, Iranian air- 
craft damaged a Saudi tanker some 40 
_ miles from the principal Saudi oil termi- 
nal at Ras Tanura. 

`The Iranian attacks were presumably in 
etaliation for Iraqi attacks on ships going 
‘and from Iran's oil terminal at Kharg 
sland. Over the past three weeks, Iraq 
has hit five such tankers. The economic 
iim of these attacks is to cut off Iran’s oil 
revenues, and so limit its ability to carry 
on. the war, The Iranian response was a 
statement, on May 13th, that Iran would 
not, tolerate ‘any disruption. of order, 
ecurity or stability” in the Gulf. Unlike 
he Iraqis, whose apparently random at- 
acks have hit tankers belonging to their 
principal paymasters among the Gulf 
countries, the Iranians were careful about 
whose ships they hit. Iranian reconnais- 
ance aircraft flew over their targets be- 
ore the bombers arrived. 

attacking ships from Pandi Arabia 





for! unless it stops its attacks 
ne The Saudis and Ku- 
















for opine than. it already is. ae 
That would leave Iraq scratching ifs wi 
“head. Its recent attacks on ships may h wee 


pass anoa the justice’ commit- oe 





Classes who were never reconciled to 
-Egypts military rulers like the Wafd. Its 





had, in addition to their economic obj 
tive, the aim of provoking retaliation by 
Iran, in the hope that the Gulf states— 
and, if possible, the Americans—might 
then intervene. But the natural caution of 
the Gulf states makes them unwilling to 
plunge any deeper in. 

Although Saudi Arabia has a well- 
equipped air force, the Gulf states are 
militarily weak. An American interven- 
tion against Shia Iran would not be popu- 
lar with the large Shia minorities in Saudi 
Arabia and elsewhere. The Gulf coun- 
tries are wary of the power of religious 
fundamentalists. If Iran started attacking 
their oil installations on land, they might 
feel they had no alternative to calling in 
American protection. But if Iran’s. raids 
on shipping can be stopped by making 
Iraq call off its own attacks, this week’s 
drum-beat of crisis may fade. 


Egypt 
A Wafd of fresh air 


FROM OUR CAIRO CORRESPONDENT 





Egyptians are indulging in the unfamiliar 
pastime of party politics as they prepare 
for their first free election in 33 years. 
Nobody expects President Mubarak’s Na- 
tional Democratic party to lose its parlia- 
mentary majority on May 27th; there is 
no chance of that. Besides, Egypt’s par- 
liament carries little punch. But voters 
have a genuine alternative in the New 
Wafd party and a strong opposition voice 
would be a stimulating novelty in a coun- 
try that has been bottled up for so long. 
The late Anwar Sadat started Egypt’s 
“democratic experiment” in 1976, when 
he split Nasser’s Arab Socialist Union 
into three “tendencies”. Small groups to 
the right and left—the Liberals and the 
Unionist Progressive party—were joined 


two years later by the mildly. left-wing. 


Socialist Labour party. Between them 
they won a handful of seats in the 1976 
and 1979 elections, and in 1979 Mr Sadat 


rigged the ballot. All three are rather- 


gloomily campaigning again. 
The Progressives, a mixture of Marxists 
and Nasserites, suffer from the taint of 


godlessness and support for the: Liberal. 


and Socialist Labour parties has been 
drifting away to the Wafd. The: middle 


gue pro-private: enterprise programme 
ers. It is personalities’ that 
arty. seems to have retained 























































Brotherhood wante e 





Nasser, it has re-emerged i in more moder- 
ate guise and was semi-tolerated. by Sa- 
dat. The Wafd needs the Brothers’. help 
to win perhaps an extra half-million votes 
by cashing in on the growing. Islamic 
movement. In return, the Brothers have 
been given about a tenth of the Wafd’ s lis 


- of candidates. i 


But the Wafd risks losing an even more 
important chunk of votes from. Egypt's 
Christians, the Copts, who prefer the 
party's traditional. secularism and fear 
Islamic intolerance. The government has 
gone on to the attack by condemning the 
Wafd-Brotherhood liaison and by offer- 
ing sweeteners to almost everybody in the 
past two months—bonuses for all ‘state 
workers, increased pensions, ‘“‘incen- 
tives” to village chiefs and the heads of 
rural co-operatives. The Wafd hoped Mr 
Mubarak would remain aloof, but he has 
thrown himself energetically into. the fray 
and has scoffed at “old teactionaries, whe 
want to put the clock back”. ao 

The new system of proportional repre- 
sentation should weigh in President Mu- 
barak’s favour. Any party must get 8% of 
the. vote. to. earn: seats in the’ expanded 
448-member parliament. This is too ‘tall 
an order .for the small opposition parties, 
And even if the Wafd were to gain 25% o 
the vote, as its supporters hope, it could 
still end up with: pag 30 parliamentary 
seats. 














Morocco and Israel 


Keep it kosher 


FROM OUR ISRAEL CORRESPONDENT 
















For the first time since the fo 
Israel. in 1948, an official Israe 
tion has been. warm-sh 
Arab state other than 
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where their food was kosher. 

King Hassan did not meet the Israelis 
but several leading Moroccans, including 
the crown prince and the prime minister, 
went to the banquet in honour of the 
Jewish congress. Despite having no diplo- 
matic relations with Israel, the king has 
been friendlier to Israelis than most of his 
fellow Arabs. have. Three years ago he 
received the leader of the opposition 
Labour party, Mr Shimon Peres. Since 
1982, Israelis have been allowed to tour 
Morocco privately. 

Morocco has never taken an active part 
in any of the wars against Israel, though a 
Moroccan brigade was stationed with Syr- 
ian units in the Golan area when the 1973 
war broke out. The Israelis are reported 
to have given King Hassan advice on how 

© conduct his war against the Polisario 

errillas in the western Sahara. 

‘The Egyptians, despite their peace 
treaty with Israel, have been increasingly 
unfriendly to Israel since the invasion of 
Lebanon two years ago. But they have 
praised the Moroccan initiative. This 
week, Egypt's minister of state for foreign 
affairs went so far as to urge other Arab 
countries, especially Saudi Arabia, to 
teform the Arab League so that it could 


encourage negotiations with Israel. It was“ 


one of the least frosty Egyptian remarks 
about Israel for many months, and suggests 
that moderate Arabs are apxious to pre- 
vent the radicals from making the running. 


Lebanon 


A new cabinet, but 
‘what else? 


OM OUR LEVANT CORRESPONDENT 


ebanon’s month-old government of na- 
ional unity is a long way from unifying 
hat fractured country. The fact that Mr 
Rashid Karameh, the new prime minis- 
er, has at last cobbled most of the 


y 


country’s warring factions ‘into a single 
cabinet—unthinkable a year ago—is a 
symbol of something hopeful. But the 
peace which the cabinet was meant to 
impose has not yet broken out. Bombard- 
ment and counter-bombardment of the 
Moslem West and the Christian east of 
Beirut go on. The casualties are still being 
carried into the morgues and hospitals. 

Either the embattled militias are no 
longer under the control of their sup- 
posed political leaders, or the leaders are 
using the militias to back up their argu- 
ments in the cabinet with bangs and 
bullets. Certainly the military wing of the 
Phalange, the party of the Christian Mar- 
onites, is openly at odds with its political 
leaders, including President Amin Ge- 
mayel. The Phalange militia thinks that 
too many concessions have been made to 
the Moslems, and wants to be directly 
represented in the cabinet. The Sunni 
Moslem militia, the Murabitoun, also 
feels left out. 

But sometimes the shooting seems sus- 
piciously synchronised with news from 
the cabinet room. When one side or the 
other dislikes a decision, the gunfire gets 
worse. The politicians may be sending 
signals through their gunmen. 

The sharpest arguments in the cabinet 
so far have been over the control of 
Lebanon’s army and over relations with 
Israel. The Moslems want General Ibra- 
him Tannous, the head of the army, who 
is known for his Phalangist sympathies, to 
step down. The Maronites are refusing to 
take more Moslems into the defence 
council, which is supposed to ensure 
civilian control over the army. One sug- 
gestion for blurring the problem is to 
make the army smaller and hand over 
most of its internal security functions to 
the gendarmerie, the armed police force, 
which is less politicised than the army. 

Israel's expected pullback of its army in 
south Lebanon has provoked another 
disagreement. Who will move into the 
evacuated zone between the Awali and 


ebanon’s new ministers are still on talking terms 


\ 
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Zahrani rivers? The Moslems want the 
Lebanese army to take Israel’s place. The 
Maronites want an Israeli-sponsored Leb- 
anese force, known as the Army of South 
Lebanon, to take over. The Moslems also 
want to close down the Israeli mission in 
Phalange-controlled east Beirut. The 
Phalange has not only refused; it Kas 
become more open about keeping its own 
representative in Jerusalem: 


Zimbabwe 


In the kingdom 
of Nhongo 


FROM OUR HARARE CORRESPONDENT 


A bizarre government-sponsored media 
excursion to southern Matabeleland on 
May 9th and 10th, intended to disprove 
reports of atrocities by the Zimbabwean 
army against the Ndebele people of the 
area, has taken only a week to become all 
things to all men. 

To Lieutenant-General Rex Nhongo, 
the army commander, the trip was proof 
that the atrocity reports were the inven- 
tion of hostile journalists representing 
foreign-based publications. To the 40-odd 
journalists on the expedition, most of 
whom are based in Zimbabwe, it seemed 
to confirm earlier evidence that govern- 
ment troops had beaten and killed people 
in southern Matabeleland. Nobody 
knows how many, because free access to 
the area by reporters has been forbidden 
since a curfew was imposed on February 
3rd. 

Little new was learned. Local civilians 
said that they had seen six men killed by 
soldiers on February 5th. An American 
missionary doctor claimed that he had 
treated 120 people who had been severely 
beaten and 15 women who had been 
raped. The testimony was offered despite 
the presence of soldiers and camera- 
toting members of the Central Intelli- 
gence Organisation who accompanied the ` 
journalists, watching and listening. Other 
forms of intimidation included attacks on 
the credibility of the witnesses by pro- 
government journalists of the state-con- 
trolled news media and hostile remarks 
by General Nhongo about the correspon- 
dent of the Sunday Times of London, 
because he had served in Rhodesia’s 
security forces during the civil war. 

The journalists had given the govern- 
ment a list of places they wished to visit in 
Matabeleland, but they were unable to 
get to most of them, partly because their 
escorts lost much of the first day of the 


‚trip. by getting stuck in the bush after a 


late start. The journalists turned down a 
visit to one site \of special interest, a 
disused -shaft at -Antelope Mine near 


27 





INTERNATIONAL 

Kezi, which was alleged to be a repository 
for bodies. The army’s offer to escort 
them there came late on the rather tense 
second day, and the party decided it had 
better return to Bulawayo. 

The attitude of the authorities through- 
out demonstrated their unwillingness to 
accept’ evidence of army misconduct. 
General Nhongo persisted in dismissing 
such accounts as “bloody lies”, and said 
there would be no further investigation. 
There is still no official explanation of 
why journalists remain barred from the 
curfew zone; on one account, it is to 
prevent observation of a clean-up job by 
the army. 

The government’s complaint is that 
western journalists concentrate on-allega- 
tions against the army while ignoring the 
official argument that the supposed dissi- 
dents are either criminals or rebels 
backed by South Africa. Ministers be- 
lieve that the security forces have be- 
haved with restraint; Mr Mugabe has 
praised the army’s performance as “‘won- 
derful”. There are also problems of defi- 
nition. Another minister has said, in 


` 


reference to claims of beating and intimi- 
dation, that’ “to us these are not 
atrocities”. å ; 

Compared with events in- northern 
Matabeleland a year ago, when the North 
Korean-trained Fifth Brigade was used to 
put down a sudden increase in guerrilla 
activity, the recent brutality has probably 
been limited. 

A rough guess would be that beatings 
have been administered this year roughly 
at the rate at which civilians were shot or 
bayoneted last year. An accurate tally of 
the dead in south Matabeleland will come 
only after the curfew is lifted and those 
now missing are accounted for, one way 
or the other. 


Namibia 


De-linkage? 


Is South Africa toying with an idea that 
would mean breaking ranks with the 
United States on “‘linkage’’—the 
codeword for insisting that Cuban troops 


Savimbi has put down roots 


For Mr Jonas Savimbi and his Unita 
guerrillas, things are looking better— 
and worse. Better, because in the past 
year the guerrillas’ territorial advances in 
Angola have exceeded their wildest 
dreams; worse, because South Africa’s 
detente with its black neighbours,’ in- 
cluding Angola, threatens to chop Mr 
Savimbi out of the regional diplomatic 
equation. South Africa might promise to 
cut off its handsome aid to Unita in 
return for a promise from the Angolan 
government to send home the 25,000 
Cubans who prop it up. 

Would Mr Savimbi then survive? Only 
if he is the true nationalist he says he is, 
capable of capturing hearts and minds 
without guns. According to the 16 Brit- 
ons kidnapped by Unita in northern 
Angola in February and released in the 
south on May 13th, he may well be. He 
says his aim is to force the government to 
take him into a coalition, perhaps after 
the election that was never held when 
the Portuguese scuttled from Angola in 
1975. Supporters of Angola’s ruling par- 
ty, the People’s Movement for the Liber- 
ation of Angola (MPLA), retort that Mr 
Savimbi’s successes are entirely due to 
his South African connection. 

Some of his western admirers go too 
far. He was introduced to a group of 
Conservative members of parliament in 
London as the “black Mrs Thatcher”. 
He is actually a hardened guerrilla who 
has spent a decade and a half in the bush 
‘and wants power, or at least a share of it, 
at any price. ` 

Mr Savimbi’s main base is the tribe he 


leads, the Ovimbundu, which is the larg- 
est ethnic group in Angola, constituting 
35-40% of the population and inhabiting 
the most populous and fertile part of the 
country, the central plateau. (The ruling 
MPLA has not a single Ovimbundu in its 
11-man politburo and only four in the 60- 
member central committee.) Mr Savimbi 
has support from other areas as well: his 
number two is the hereditary chief of the 
oil-rich Cabinda enclave. The Chokwe in 
the east and the Ganguela and other 
southern tribes are also well represented 
in Unita councils. Unita’s weakness is 
that it has few key supporters among the 
Kimbundu and Kongo communities, 
which are the largest\after the Ovim- 
bundu and are identified with the MPLA 
and the now nearly defunct National 
Front (FNLA) respectively. 

The MPLA has a disproportionate 
number of mestiços (people of mixed 
blood) in high party places, among them 
the party’s secretary-general. Mr Sa- 
vimbi beats the old-fashioned black na- 
tionalist drum, calling the MPLA “‘un- 
African”, “elitist” and “enslaved by 
foreign ideology’—namely, Marxism 
(though Mr Savimbi was trained in Chi- 
na and occasionally lapses into Maoist 
jargon). The MPLA replies that Mr 
Savimbi’s praise of “negritude” is racist. 
A pastor’s son, Mr Savimbi also plays up 
traditional African religiosity, because 
MPLA membership is still theoretically 
barred to those who profess ‘‘any reli- 
gious belief”. 

However generous South Africa’s sup- 
port, Unita could not have marched the 


must pull out of Angola if Namibia is to 
get its independence? On May 11th-13th 
representatives of South Africa, along 
with those of the internal parties of Na- 
mibia. and the guerrilla-backed South 
West Africa People’s Organisation 
(Swapo), met in Zambia’s capital, Lusa- 
ka. The Americans were only on the 
sidelines. : ; 

The Zambian government’s hope was 
that the conference would appeal to 
South Africa to move immediately, and 
without regard to the Cubans, to imple- 
ment a rapid programme for Namibia’ 
transition to independence. South Afri- 
ca’s prime minister, Mr P. W. Botha, had 
hinted last month that he might be read 
for such a move. He told his parliament 
“The people of South West Africa [Na- 
mibia] cannot wait indefinitely fora 
breakthrough on the Cuban question.” 
If the political parties, including Swapo, 
can come to some agreement on the 
future of their country, South Africa wil 
not stand in the way.” 

But the organisers of the Lusaka con- 
ference reckoned without the mutual sus 


And is sitting fairly pretty 


kidnapped Britons from Kafunfo, in 
northern Angola, 500 miles through the 
centre of Angola without help from the . 
local people, including Kimbundus once 
loyal to the MPLA. 

Even if thé South Africans were to 
dump Unita as part of their regional 
peace plan, Mr Savimbi would appeal to 
his friends in Morocco, Saudi Arabia and 
above all Zaire for training facilities, 
money and access to the outside world. 
An-opportunist Mr Savimbi certainly is; 
ideologically fickle, probably; a South 
African stooge, not likely. 
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ck with “linkage”. As the 
ntinued, Swapo leaders be- 
that they had been tricked 
to Lusaka to give a form of 
the Multi-Party Confer- 
ey regard as South Africa’s 
Namibia. 
ws increased their suspicions. 
ants a trade-off: in ex- 
dropping “linkage”, it would 
e the United Nations role in 
the move to independence, 
-of the monitoring done by 
mission, drawn from South 
black neighbours. Private- 
po iembers say they would buy 
n the atmosphere of rising 
t the conference hall, they 
accept it. After three days, the 
nded with no declaration. 
Kaunda of Zambia is not 
ye The conference did enough, he 
O set the scene for a future agree- 
There will be renewed contacts 
weeks rather than months”. 


s have had their first setback 
\fghanistan since the beginning of the 
opov drive to stamp out the 
sistance. In the Panjshir valley 

ibul, nearly 30,000 Russian 

Afghan soldiers have suffered heavy 
alties. in an unsuccessful attempt to 
strongholds of some 2,000 

in: American intelligence 

ces estimate that the Russians have 
men in the Panjshir in the past 
2,000 throughout the country 


arlier reckoned to have lost a 
men in four years.of fight- 
ddin say 200 of their men 


recent -weeks i in the 


lifted by helicopter on i 
nills surrounding the 
body of Russian and 


Afghan troops stayed in the south-eastern 
half of the central valley. Reinforcements 
moved in from the Andarab to the west 
and. the Anjuman to the north to try to 
root out any guerrillas hiding up the 
northern end of the valley. 

The fighting continues, but most of the 
Russian and government. troops have 
been pushed back into the valley. The 
mujaheddin claim to have captured a lot 
of arms, and, in Khenj, 900 Afghan 
soldiers. They do not say what wil! hap- 
pen to the prisoners: both sides in this war 
ignore the Geneva rules. 

The Russians will soon have to decide 
whether to withdraw from the Panjshir, 
as they have in six previous offensives, or 
to garrison the valley. The number of 
Soviet troops in Afghanistan seems to 
have gone up from 105,000 to some 
120,000. They may now calculate that 
they can afford to keep a few thousand 
men in the Panjshir in the hope of keep- 
ing the mujaheddin out. 


Sri Lanka 


The innocents and 
the terrorists 


Stanley and Mary Allen from Akron, 
Ohio, a home-spun young couple, just 
married, went to Tamil'country in north- 
ern Sri Lanka to work on a scheme to 
provide drinking water for the local peo- 
ple. On May 10th eight guerrillas broke 
into their home and marched them off. 
Six days later the innocents were freed 
unharmed and unransomed. after re- 
proachful comments by other guerrilla 
groups, by Mrs Indira Gandhi, by officials 
of India’s Tamil Nadu state, and by 20 
Tamil prisoners whose release had been 
demanded in a ransom note (along with 
£1.4m in gold). Even terrorists can get 
embarrassed. 

The kidnappers were from a group that 
calls itself the Eelamist People’s Revolu- 
tionary Front (Eelam is the name given 
by. separatists to their would-be Tamil 


)- Its secretary-general, Mr K. Path- _ 
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: FROM OUR PEKING CORRESPONDENT 


On a.windless day in Harbin, visibility is 
20 feet. In Peking, the number of smoggy 
days has tripled since the 1950s to 200 a 
year. In Chongqing, acid rain eats 
through metal at a rate of one millimetre 
nd causes. widespread crop dam- 
as found to be as acid as 
a recent conference the Chi- 

y added restoration of “a 
and quiet environment” 
of goals for the end of the 
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they used to in London. 

-China’s statistics on pollution are both 
awesome and somewhat lacking in credi- 
bility, since monitoring is not yet system- 
atic. According to China’s ministry of 
construction and environmental protec- 
tion (the latter function was tacked on in 
1982), 5 billion tonnes of industrial waste 
are discharged every year. The People’s 
Daily recently revealed that 72m tonnes 
of untreated waste water gush out every 
day. Water from the tap in most Chinese 
houses is polluted and must be filtered 
and boiled to become drinkable. 

The hazards of pesticides and other 
agricultural chemicals are only beginning 
to be noticed in China. DDT was recently 
banned in the Shanghai area, and a call 
has gone out to reduce its use, but peas- 
ants are reluctant to give it up because it is 
effective and enjoys “high prestige”. In 
relatively unsullied Tibet DDT is being 
blithely and widely spread about. Peas- 
ants in Sichuan were praised for develop- 
ing a “growth regulator” that keeps rip- 
ening oranges fresh on the tree for 80 
days; the “regulator”, it turns out, con- 
tains deadly dioxin. 

The modest education of most Chinese 
peasants and China’s totalitarian political 
system both preclude the emergence of an 
environmental movement. So pressure 
for change had to come from within the 
government. The Chinese cite their atten- 
dance at a United Nations environmental 
conference in Stockholm in 1973 as the 
beginning of official concern about pollu- 
tion. In the past three years China has 
passed laws on environmental protection 
and marine protection; the number of 
environment monitoring stations has dou- 
bled to 650, and the number of environ- 
mental protection workers has quadru- 
pled, to 26,700. 

So far anti- -pollution efforts have been 
concentrated im Peking, Shanghai and 
scenic tourist sites. Peking’s vice-mayor 
says that the city spent $200m on environ- 
mental work last year. He claims that 
38% of Peking’s industrial waste water is 
now being treated and air pollution has 
stopped increasing, despite the fact that 
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Central America 3 
Don't pin us down — 


The Contadora group of countries’ tyi 
to bring peace to Central America h 
been stalled. by Nicaragua’s refusal to 
accept verifiable arms controls and pre- 
cise terms for free elections. The medi 
ing group—Venezuela, Colombia, Mexi- 
co and Panama—reached an agreement 
with Nicaragua, Costa Rica, Honduras. 
EI Salvador and Guatemala last Septem- 
ber onthe principles of a regional settle- 
ment. They decided in January that the 
fine print would be agreed upon by April 
30th. It hasn’t been. : 
The list of details to be agreed. upon 
was optimistically long. The five Central 
American countries were all to undergo 
an inventory of weapon and troop levels, 
propose ways of reducing them, limit 
arms imports, get rid of foreign mili 
advisers, ban foreign bases.and agree not 
to help other countries’ guerrillas. They 
also had to promise to hold free elections, 
observe human rights and try to ma 
peace with their ach Faye ane 
guerrillas. è 
Nicaragua’s Sandinist government said 
yes, no, maybe. According to one partici- 
pant, Nicaragua was. ready to talk about 
an arms inventory but not about redu ng 
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Gelli in triplicate: the face that bisñáhad a thousand lips 


The P2 time-bomb goes off 


FROM OUR ROME CORRESPONDENT 


Italy’s P2 scandal, which brought down a 
government nearly three years ago, has 
now threatened to claim another political 
scalp: that of Mr Bettino Craxi, the 
energetic prime minister who took office 
10 months ago. By Thursday, it seemed 
likely that Mr Craxi would survive the 

ow caused by the leaking of a draft 
Report of the parliamentary commission 
of inquiry into the P2 affair. But it may be 
a closer-run thing than many people out- 
side Italy have yet realised. 

Three years ago, when the police raid- 
ed a small clothing factory near the Tus- 
can town of Arezzo, they stumbled across 
a small brief-case marked “fragile”. The 
case contained a list of 962 members of a 
secret Masonic lodge known as Propagan- 
da Two, or P2. The list had been com- 
piled by the lodge’s master, the manager 
of the factory, Mr Licio Gelli, now 
thought to be in South America on the 
run from the Swiss and Italian authorities. 

_ The names on the list included much of 
the top brass of the Italian armed forces, 
secret service heads, two ministers and a 
number of politicians, bankers and civil 
servants. The ensuing storm brought down 

he government of the time and led to the 
etting up of a parliamentary commission 
eaded by a Christian Democratic former 
abour minister, Miss Tina Anselmi. 

Her initial conclusions—“‘an explora- 
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tion” on which the commission’s final 
report will be based—were distributed to 
the press by a commission member. With- 
in hours Mr Craxi’s irate budget minister, 
the Social Democratic party secretary, 
Mr Pietro Longo, was offering his resig- 
nation. The two other Social Democratic 
ministers in the government also threat- 
ened to resign. Mr Craxi, whose delicate- 
ly balanced five-party coalition could 
have fallen, told them to stay on. 

Mr Longo was not named in Miss 
Anselmi’s report; but his name featured 
alongside card number 2223 on the P2 
list, together with a copy of a cheque, 
ostensibly signed by him and dated Octo- 
ber, 1980. The Social Democratic leader 
was infuriated by Miss Anselmi’s claim 
that Mr Gelli’s list is “substantially genu- 
ne”. Worse, she suggested that the proof 
of membership of those 175 P2 members 
who paid their fees by cheque was “‘irre- 
futable”. Mr Longo has always denied 
belonging to P2, claiming, like most of 
those named in the list, that it was fabri- 
cated by Mr Gelli. 

Mr Longo was comforted by a note 
from the prime minister’s office, in which 
Mr Craxi expressed “understanding and 
agreement with the motives for the minis- 
ters’ protest”. Mr Longo has also noted 
that the local elections of 1981, when the 
P2 scandal was at its height, went well for 


his party. < 

Certainly Mr Longo’s career does not , 
appear to have been harmed by his al- — 
leged brush with P2. He has risen to the 
rank of minister, and last month trium- 
phantly presided over his party’s national 
congress’ Like the other small centre 
parties in Italy, the Social Democrats 
have been gaining ground—a trend which 
appears to be in step with the slow decline 
of the Christian Democrats. 

Mr Longo has none of the statesman’s ` 
air of his predecessor, Mr Giuseppe Sara- 
gat, who was. president of Italy in the 
1960s. But his bonhomie and practicality 
helped build up the Social Democrats’. 
vote to 4.1% in last year’s general elec- 
tion. The party appeals to a number of ` 
interest groups, particularly pensioners. 
The Social Democrats were champions of 
the “baby pension”, which enabled many 
women teachers to retire on full pensions 
at the age of 30. 

Still, though the Social Democratic 
vote went up last year, this did not keep 
the party from being overtaken by anoth- 
er small group, the Republicans. The. 
Republican leader, Mr Giovanni Spado- 
lini, has built his career on raising the 

“moral question” in Italian politics, 
which lately has meant above all P2. He is 
suspicious of the involvement of the po- 
lice and armed forces in politics, and 
called the P2 affair a “creeping coup”. 
When he was prime minister in 1981-82, 
he replaced all the chiefs of staff of the 
armed forces and secret services. 

Miss Anselmi’s report appears. to bear 
out at least some of the Spadolini suspi- 
cions. She says that many of the 195 
military officers who feature on Mr Gel- 
li’s list “played a central role in particular- 


ly significant episodes in the recent histo- | ~ 


ry of our country, including events of a 
subversive nature”. She dwells on one 
meeting in 1973 when Mr Gelli is said to 
have summoned three commanders of the - 
carabinieri and a senior Roman magis- 
trate to his villa near Arezzo to give them ` 
orders. The Anselmi report recalls the 
three rather small-scale attempted coups 
in Italy in the early 1970s. The commis- 
sion appears to have evidence that Mr 
Gelli was recruiting officers for cop 
making purposes. 

Miss Anselmi claims that Mr Gelli and’ 
his men protected terrorists of both the 
extreme right and left. The report quotes - 
right-wing terrorists who described meet- 
ing the lodge master in his suite at Rome’s 
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. . . and Craxi gets a whiff of powder 


Excelsior hotel, where Mr Gelli is alleged 

to have met Mr Longo. The terrorists 

claim that Mr Gelli financed their group, 
Ordine Nero. 

` Miss Anselmi also discusses the accusa- 
tions that the police were inefficient dur- 
ing-the kidnapping and murder of the 
Christian Democratic leader, Aldo Moro, 
by the Red Brigades in 1978. She points 
to testimony that Mr Gelli attended a 
meeting ọf top police investigators during 
the kidnapping to discuss the political 
aims of the terrorists. Mr Gelli is thought 
to have been hostile to co-operation be- 
tween the Christian Democrats and the 
Communists, which Moro fostered. 

Miss Anselmi suggests that, with a few 
exceptions, the political parties, the army 
and the civil service have covered up the 
P2 scandal. She says that the pardoning of 
most army officers suspected of belonging 
to P2.was based on no more than their 
word. She deplores the “curtain of si- 
lence” which she says the Italian foreign 
ministry has drawn round its suspected P2 
members. But she is less tough on the 
politicians, omitting most names. So far 
her own Christian Democratic party has 
expressed “gratitude and solidarity” to 

_ Miss ‘Anselmi. The Republican party has 
announced that it also agrees with most of 
the conclusions of her report. 

But what to do about Mr Longo? The 
Communists have tabled a motion of no 
confidence against him. At the Socialist 
party’s congress on May 12th-14th, Mr 
Craxi attempted to defend Mr Longo on 
the ground that his appointment had met 
with no objection at the time. But Presi- 
dent Pertini has said that P2 posed “a 
serious threat” and on Tuésday argued 
that whether or not Mr Longo kept his 
ministerial job should depend on the 
result of the parliamentary commission of 


inquiry. This is meant to’ issue its final 


‘report on July 15th. Mr Longo’s fate, and 
just possibly that of Mr Craxi’s govern- 
ment, will be in suspense until then. 
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West Germany rts 


Withdrawal 


symptoms 


When in doubt, turn about. After con- 
templating the likely fate in parliament of 
his tax amnesty bill, due to have been put 
to the vote on May 24th, West Germany’s 
chancellor, Mr Helmut Kohl, is turning 
almost certain defeat into tactical retreat. 
He insists he will open a parliamentary 
debate on the issue next week, “with or 
without a draft bill”. But the bill itself is 
unlikely to be put to the vote. 

Debate or no, the failure of Mr Kohl’s 
coalition to push through the amnesty, 
which was to have covered several thou- 
sand businessmen and politicians who 
may have broken tax laws on political 
contributions, is a considerable setback 
for him. It leaves the Greens in parlia- 
ment smirking and the liberal Free Dem- 
ocrats squirming. 

Delighted as they are, the anti-estab- 
lishment Greens did not bring on this 
defeat. The Social Democrats, the main 
opposition party, did not have much to do 
with it either, though they were threaten- 
ing to bring a court action to prevent 
government supporters who would have 
benefited from the bill’s protection from 
voting on it. Mr Kohl, instead, got the 
news that the bill was dead from the Free 
Democrats, his ally in the governing co- 
alition. The Free Democrats’ leader, Mr 
Hans-Dietrich Genscher, had originally 
agreed to support the bill, which would 
have helped leading members of his own 
party as well as many of its business 
supporters. But a backbench revolt, more 
in embarrassment than in anger, made 
him change his mind. Without Free Dem- 
ocratic votes, Mr Kohl could not count on 
victory. 

By avoiding a defeat on the bill, Mr 
Kohl has only limited the damage. Once 
law, the bill would have removed the 
basis for an investigation of his economics 
minister—Count Otto Lambsdorff, a 
Free Democrat—who has already been 
accused by a public prosecutor of receiv- 
ing bribes from the Flick company in 
return for favourable tax treatment. 

If the bill does not go through, the 
possibility increases that Mr Lambsdorff 
may be obliged to resign later this year. 
Mr Kohl will then be under pressure from 
another coalition party, the Christian So- 
ciai Union, to give its leader, the ambi- 
tious Mr Franz Josef Strauss, a cabinet 


_ post. True to form, Mr Strauss is gleefully 


accusing the Free Democrats yet again of 
being unreliable coalition partners. 
The. opposition parties are understand- 


A 


N 


ably relishing the spectacle of Mr Kohl’s 
and Mr Genscher’s discomfort. The 
Greens have no difficulty in raising mon- 
ey; they even donate part of their state- 
financed campaign subsidies to “alterna- 
tive” businesses and other ventures. The 
Social Democrats, some of whose mem- 
bers were also caught in the tax trap 
(though few were prosecuted), are enjoy- 
ing their first real opportunity to get a 
finger in Mr Kohl’s ribs since the election 
almost 15 months ago. 


Soviet dissent 


Grinding the dust 


These are dark times for Soviet dissi- 
dents. One of their few remaining leag 
ers, Mr Andrei Sakharov—exiled sin 
1980 in the city of Gorky, 250 miles east 
of Moscow—began a hunger strike on 
May 2nd. The Soviet physicist and Nobel 
prize winner is using this desperate resort 
to demand that his wife, Elena Bonner, 
who has suffered several heart attacks, be 
allowed to travel to the west for medical 
treatment and to see her family. 

In 1981, the Sakharovs had a 17-day 
hunger strike which won their daughter- 
in-law an exit visa to join her husband in 
America. But that ordeal severely weak- 
ened Mr Sakharov, who has heart trouble 
himself. Only last month he had an opera- 
tion on his leg for phlebitis, an inflamma- 
tion of the veins that can cause blood 
clots. This time, Mr Sakharov is said to be 
ready to starve himself to death unless his 
demand is met. 

Reliable information about his condi- 
tion became scarce when the Soviet au- 
thorities cut off the west’s links with h?“ 
wife, who used to provide news of he 
husband. At the beginning of this month 
she was prevented from returning from 
Gorky to Moscow on the ground that she 
was about to seek refuge in the American 
embassy there. Friends of hers say that 
she has been charged with slandering the 
Soviet state. If so, she could face a prison 
sentence of up to three years. 

The isolation of the Sakharovs is part of 
a crackdown on dissent which began i 
1979 and continues unabated. In the pas 
five years, the authorities have stepped 
up arrests of dissidents, imposed heavier 
prison sentences and made communica- 
tions with sympathisers in the west more 
difficult. The campaign has affected al- 
most all Soviet citizens who either oppose 
the government’s policies or wish to leave 
the country. 

Religious dissidents and would-be emi- 
grants. have perhaps suffered most. I 
1983, only 3,314 Jews were allowed tc 
leave the Soviet Union, the lowest num- 
ber for 13 years: Despite arrests and 
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Europes oldest 
arliament will set 
our business free 


If you’re looking for a place to develop your business, the 
Isle of Man offers you a unique advantage. 


Freedom. And on more than one front. 


We won't, for example, lock up your profits by taxing them 
heavily. In fact, with Income Tax at only 20% for both individuals 
nd companies, no Corporation Tax, no Capital Gains Tax 
except on certain land transactions) and no Wealth Tax, Surtax 
or Estate Duty, we'll leave you free to enjoy the fruits of your 
labour in peace. 


We'll also leave you free to pursue your ambitions, within a 
sensibly ordered legal and commercial framework. Though we 
are Europe’s oldest parliament, with over a thousand years’ 
continuous and stable government behind us, you'll 
nevertheless find we're remarkably accessible and informal. 


We're generous, too. We offer substantial grants to new 
manufacturers coming to the Island. These cover plant, 
machinery and building costs as well as training and marketing 
needs. We also offer working capital loans on very favourable 
terms. 


Moreover, we offer you space to expand -and export. With 
Europe’s only off-shore Freeport just 80 minutes away from 
London at Ronaldsway Airport, you'll find a unique 
industrial and distribution base combined with all the “es 
advantages of an off-shore financial centre. ; 


And, though we are not partofthe United JEZE 7: 


- ; 
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Kingdom or the EEC, our special arrangements with both make 
their markets easily accessible. 


If you'd like to know more about opportunities on the Isle 
of Man, or about our Freeport facilities, getin touch with us 


È Isleof Man._ 


To: Ken Bawden, Government Offices, Douglas, Isle of Man. 
| Tel: Douglas (0624) 26262. Telex: 628612 IOMAN G. | 
Pd like to know more about the Isle of Man. Please send me your | 
Guide to industrial and financial opportunities (1 
h Freeport brochure C | 
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Interim Results 


Extracts from the unaudited Profit 6 months 6 months 12 months 
and Loss Account to 31.3.84 to 31.3.83 to 30.9.83 


Profit before taxation £56.8m £31.2m _ £95.5m 


"Profit after taxation £36.8m . £220m £80.6m : 
‘Profit before extraordinary items attributable nate Seth q 
-to ordinary shareholders ` £36.4m £21.6m ROSAM ee 





Earnings per 25p ordinary share ; 
before exceptional items 16.1p 9.6p .o B6.4p 
_ after exceptionalitems 16.1p 9.6p coo ee 4224p 
Dividend per 25p ordinary share 3.3p 3.0p 0 | T.4p r 


a The profit and loss account for the twelve months ended 30 September 1983, included above, is an abridged version of the company's full accounts tort 
period which have been filed with the registrar of companies and on which the auditors gave an unqualitied report 


“NOTES: 
«4. Taxation 
The charge for taxation is based on a U.K Corporation tax rate of 47% per cent and takes account of deferred taxation on all timing differences other than he 


those considered likely to continue tor the foreseeable future. 


2. Extraordinary items a 
Net'extraordinary items arising from. events in the 6 months ended 31 March 1984 were £1.7m credit (6 months ended 31 March 1983 ~ nil, 12 months ended: 


30 September 1983 ~ £1.6m charge). 
The deterred taxation arising from proposed changes to rates of corporation tax and taxation allowances on capital expenditure required in excess of the 30 : 
September 1983 provision wilt be dealt with in the full year’s accounts for 1984 and is expected to be of the order of £90m: An additional provision in respect. 


of tax variable leases will also be made. 


a Extract from Interim Statement by the Chairman, Sir Michael Herries 


The unaudited profit before taxation for the six months ended 31 March 1984 amounted to £56.8 million, 
‘increase of £25.6 million over the corresponding period last year. A 
During the six months ended 31 March 1984 the principal factors contributing to the increase were higher 
„interest earnings, improved commission and fee income and a reduction in the bad: and doubtful: debt... 
continuing the trend seen in the second half of last year. Whilst income has been risin: Prpengos ave y 
d and were only 4 percent. higher than for the same period last year. © fe fe 


roved results have been achieved despite a fall in base rate from an average of 10. 2 per cent. for ; 
of last year to 9 per cent. for the first half of this year. The average margin between base rate a d. 
rate widened from 3.2 percent. to 3.5 per cent. over the comparable iods and this coupled with - 
g business accounted for most of the increase innet interest « ir 


eflect to an extent the improving general economic environment i the UK, which rema 

m-term outlook is still uncertain. On balance, however, the general economic and final 
ter than it did six months ago and we expect that as we progress: towards the: merge 
t inour domestic business will continue. 


It of rates of corporation tax and taxation allowances on capital expenditure proposed i i 
ill, taxation deferred by capital allowances mainly on leased assets must now be expec 
at the new rates instead of being deferred indefinitely. At the same tine, the tax v 

agreements will reduce future pre-tax rental income. oe 


pact o the hanges on the deferred taxation alrea: 
unts for 1984 by an extraordinary item charge, matched b 
deferred taxa tion provision expected to be required is of the o de 
ect of tax Variations c on lease rentals are complex and a furthe 


















Home misrule in Corsica 


France’s boldest experiment in regional ` 


devolution is in trouble.. The efforts of 
-the French government to get Corsica to 
take more responsibility for its own af- 
airs while remaining part of France are 
going nowhere. This is because of the 
island's balkanised politics, backward 
: economy. and. unwieldy electoral system. 
_ Separatists are expressing their delight 
y planting noisy, but so far not very 
destructive, bombs, while Corsica’s clan- 
nish politicians: are preoccupied with 
safeguarding their own patches of terri- 
ox Mr Gaston Defferre, the interi- 
ister, who is responsible for devo- 
ica is.an awkward failure. 
al government's budget is 
tered by that very symbol 

d authority, the prefect. 
ca, the special regional gov- 
which the Mitterrand 


agriculture, education, transport, hous- 
z, culture and job training. FFr1 billion 
_($118m) is due to be transferred from the 
main French budget to the island this 
“year, 
That. is the problem. Some 240,000 


(UPC), led by Dr Edmond Simeoni, also 
scored 10% at the 1982’regional assem- 
bly election. Otherwise, Corsican poli- 
tics is still dominated by clans. Each 
region of the island has a dominant 
family which hands down power from 
father to son. 

The Haute Corse department, in the 
north (see map) belongs to the Giacob- 
bis. The present head of the clan, Mr 
François Giacobbi, belongs to the small 
centre-left Radical party, but party la- 


HAUTE CORSE 
@Corte 


oe Boe è 
eee aes Venaco 
| Charles Ornano 

{į Bonapartist 

—— 

: Communist 
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into his domain an 
changing thë 
Porto Vecchi 


majority in the asse 

large flock ofindep 
proportional represe: 
these independen 

their allegiances, 

the assembly have wa 
assembly has consequ 
manageable. It has 
1984 budget, having ar 
On May 4th, Mr Alfonsi ı 
was asking Mr Defferre 


dates have to get to 
5%. But this could elimin 
fringe groups. It could also 
Socialist group in: the » 
Socialists won 5.4% of the 
and would probably do worse 
The trouble in Corsica has bu 
just when the Mitterrand adm 


Corsicans have grown used to depending 


was allowing itself a moment 
on the mainland. The island has scarcely 


congratulation for its success in ci 


any industry and buys much of its food 
from mainland France. Its gdp per in- 
abitant is half the national average. The 
de gap between Corsica and the main- 


Jand, runs to FFr4.5 billion ($530m) a 


year. In the Corse du Sud department, 
othe number of people registered for 
. disablement allowances is 10 times the 


national average. Twenty per cent of 


|} Corsicans aged between 20 and 30 live 
on the mainland, perpetuating a tradi- 
tion of emigration that peopled the 
French. empire with Corsicans out to 
make their fortunes or collect their colo- 
nial service wages in Saigon or Bamako. 
~ Economic dependence supports a po- 
litical system based on personal loyalty 
and the sale of jobs. The Communists, 
led by the energetic mayor of Sarténe, 
r ae has Bucchini, have managed 
y win 10% of the island’s vote for 
‘themselves. The non-violent autonomist 
party, the Union du Peuple Corse 


ment, however, more than 250,000 
japtists, Pentacostalists and Lithuanian 
cs continue to pursue. their faith 

get information to the west. 
Nationalist. _dissidents—Ukrainians, 


thuanians,.Estonians. among others— - 


‘eated whenever they voice 

ces: Some are prepared to 

aK t November, a group of 
eorgians tried to hijack an air- 
ction was timed to coincide 


tion, the KGB h 


rights provisions of 


bels or ideology have little to do with his 
authority. As commanding a figure play- 
ing boules as he is in the departmental 
council, Mr Giacobbi has installed his 
son as mayor of his home town of 
Venaco. A faithful ally, Mr Jean Zuccar- 
elli, is the mayor of Bastia. 

The island’s capital of Ajaccio is in the 
hands of Mr Charles Ornano and the 
Bonapartist party, whose main theme is 
allegiance to the memory of Napoleon: 
The south, outside the Communist en- 
clave of Sartène, is run. by Mr Jean-Paul 
Rocca-Serra. His fine head of glinting 
hair has earned him the nickname of 
“the Silver Fox”. Mr Rocca-Serra, who 
runs under the Gaullist label, is said to 
know every fisherman, government em- 
ployee and farmer in southern Corsica. 
Many have predicted his imminent polit- 
ical fall, Left-wing voters have moved 


with the 200th anniversary of Georgia’s 
union with Russia. The authorities have 
since received letters threatening a terror- 


ist campaign if “anything “is done” to 


those involved.. X 


Despite these local bursts of opposi-- 
all but crushed the 


political mov hic 
the mid-1970s in the brave hoy 
toring Soviet compliance with the human- 


sprang up i 


1975 Helsinki 


ing the violent separatis 
sent one of France's top 
Robert Broussard, to Co ice 
beginning of 1983. The nu 
explosions fell from 306 
of 1983 to 275 in the: 


figures were declining faster this 


until a wave of bombin 
Corsica in April sent the 1 
far to about 200. i 
The bombers, whose 
aimed at buildings. not 
tiny minority. Their 
muster only 250 peo 
the police in Calvi 
though pelting unseaso 
keep the numbers. down) 
tions against. terrorism and 
Corsica’s links with Fran 


hand, draw thousands 


the bombs that have dı 
cans than’. a. sen 
ineffectiveness. 


agreement. Those h 
paigners not in prison: 
‘and more difficult 
mation on- political p 


been reduced to near-silence. N 


all-is heard from the y 





- EUROPE. 


group known as The Socialists, which 


_ once put out an underground magazine 


inclined towards Eurocommunism. Many 
of its members were arrested in 1982, but 
most of them were soon released after 
renouncing further “‘anti-Soviet activity”. 
Curiously, the KGB seems to have been 
more lenient with groups of young self- 
styled neo-fascists who celebrated Hit- 
Jers birthday last year sporting brown 
shirts and swastikas. 

Inside the Communist party itself, 
there is room for grumbling, and even for 
sharp debate on many issues. But the 
limits of official tolerance are narrow, and 
they still stop far short of open or con- 
certed opposition. Can dissent survive 
these restrictions? Younger dissidents are 
understandably disillusioned with their 
elders’ desire for openness anù strict 
legality. Some of them have gone into 
what is called “internal exile”, the Soviet 
equivalent of opting out and goofing off. 
But without the chance to criticise public- 
ly or to contact other dissenters, can 
“internal exile” count as true opposition? 


lreland 


-A warm welcome 
turns hot 


FROM OUR DUBLIN CORRESPONDENT 


The Irish government is afraid that Presi- 
dent Reagan’s visit to Ireland which be- 
gins on June 1st will mean trouble for 
both the guest and his hosts. A nation- 
wide campaign to collect signatures for a 


It won't all be smiles 


38 


petition opposing the visit was being 
organised for the weekend of May 19th- 


20th. More than 1,000 signatures were ` 


collected in four hours in a small midlands 
town two weeks ago. 

Although motions to invite the presi- 
dent to address both houses of parliament 
were passed this week, nine senators and 
eight members of the lower house made 
known that they would boycott the 
speech. These opponents include two 
deputies in the governing Fine Gael par- 
ty. The prime minister, Mr FitzGerald, is 
embarrassed by their action. Among the 


senators refusing to attend is the chair- . 


man of the Labour party, the junior 
partner in the government coalition, and 
five other Labour members. At its annual 
conference, the party instructed its lead- 
er, Mr Dick Spring, the deputy prime 
minister, to make a protest in person to 
President Reagan. 

Two of the country’s three main teach- 
ers’ unions have voted to oppose the visit. 
The -council of the Irish. federation of 
university teachers, as well as clerical and 
lay teachers at Maynooth college, the 
country’s leading Catholic seminary, are 
also organising protests. 

Their most serious complaint is Presi- 
dent Reagan’s policy on Central Ameri- 
ca. This has angered Catholic priests and 
lay workers who have worked in Latin 
America. Among them is Bishop Ea- 
monn Casey of Galway. The bishop was 
in San Salvador when soldiers shot dead 
60 people attending the funeral of Arch- 
bishop Romero, and he has played a large 
part in opposing American policy in Latin 
America. Two scholars have returned 

3 


honorary degrees from Galway university 
at the news that Mr Reagan would be 
given an honorary doctorate there. 

The other main organisers of the cam- 
paign are anti-nuclear protesters and 
groups on the left, which are suspending 
factional squabbles long enough to join 
together to oppose the visit. Sinn Fein, 
the political wing of the Provisional IRA, 
is also active in the anti-Reagan cam- 
paign, although it is said to be anxious to 
avoid violence, lest Irish groups in the 
United States, offended by a slight to 
their president, reduce their support for 
pro-IRA front organisations. 

Mr FitzGerald is afraid not just of the 
bad impression the demonstrations might 
make on Mr Reagan himself. He is wor- 
ried that a hostile reception would put off, 
American tourists and investors, whosgm 
businesses provide jobs for 10% of t 
Irish industrial workforce. He may also 
want to bend Mr Reagan’s good ear in 
support of the ideas about the future of 
Ireland aired in the report of the four- 
party New Ireland Forum earlier this 
month. He does not want to have to shout 
above the noise of demonstrations. 


Citroen 


Anger boils over 


FROM OUR PARIS CORRESPONDENT 


Since French industry began announcing 
big lay-offs early this year, trade unions 
have responded with speeches and dem- 
onstrations but few actual strikes in steel, 
coal and shipbuilding, which will bear the 
brunt of the job losses. However deep 
their disappointment with the govern- 
ment’s new industrial policy, union lead 

ers were reluctant to launch an all-out 
protest that would damage a left-wing 
government which includes four Commu- 
nist ministers. In early May, however, the 
biggest French labour group, the Com- 
munist-led Confédération Générale du 
Travail (CGT), decided it was time to act 
in the motor industry, where big man- 
power cuts are also planned. 

The CGT’s target is the Citroen wing of 
the Peugeot group, France’s biggest pri- 
vate firm. Citroen wants to get rid of 
6,000 of its 45,000 employees. The CGT 
was embarrassed at the turn of the year 
by the angry reaction of workers after it 
accepted plans for job cuts at Talbot, 
another branch of the Peugeot empire. 
This time, it organised the occupation o 
Citroen’s biggest plant, at Aulnay to the 
north of Paris, on May 11th. In the next 
four days, workers at four other Pari 
area factories struck in their turn. Citroe 
plans to cut 3,806 of the 13,250 jobs at the 
five factories. 

The CGT says Citroen should concen 
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IN AMERICA, 


THE STREETS ARE 
STILL PAVED WITH GOLD 


They called it the land of Opportunity. And it has 
never been more true. Free enterprise is alive, well, and 


iat better than ever in America. 
et, seeking your fortune in 
America means more than settin: 

Up Operations and waiting for the 
profits to pour in. 

That is where Bank of Boston 
can help. Our special group of multi- 
national officers will help make your 
way of doing business work in the 
United States, 

Through our 200 offices in 38 
countries around the world, we can 
work with your home office and 
stay at the forefront of international 
business and banking developments. 





And, from our Boston headquarters and offices 
throughout America, we maintain a strong relationship 


with your United States subsidiary. 
As a whole, Bank of Boston's 
unique approach gives our officers 
a special understanding of your 
company’s needs, philosophy, 
and sie 
As a result, we are better able 
to structure flexible, innovative ar- 
rangements for you-somethi 
we have been doing for 200 4] 
years. 
The point is, ifyou are deter- 
mined to build a future in America, 
we are determined to provide 
you with the right foundation. 
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BANK OF BOSTON 


FAR EAST HEADQUARTERS: 3215-3219 CONNAUGHT CENTRE * HONG KONG - TEL: 5-212541 
OTHER FAR EASTERN OFFICES IN BANGKOK; MANILA; SEOUL; SINGAPORE; TAIPEI: TOKYO 


HEADQUARTERS BOSTON. U.S. OFFICES IN CHICAGO + DALLAS + HOUSTON « LOS ANGELES + MIAMI + NEW YORK. WORLDWIDE OFFICES IN ARGENTINA + AUSTRALIA 
Pe BAHISAS: BAHRAIN + BOLIVIA + BRAZIL + CAMEROON + CANADA + CAYMAN ISLANDS + CHANNEL ISLANDS * CHILE + COSTA RICA « DOMINICAN REPUBLIC + FRANCE 
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_ Copy sizes to your heart's content. : 


The Minolta EP450Z gives you 781 zoom enlargement/ 








See the EP4502 at these Minolta subsidiaries ond distributors: 


Singapore 
Malaysia 
Thailand 
Philippines 









MINOLTA 


Phone: 391- 
TOPROS inc. Topros Bidg. Banawe Cor. Atok St, Quezon City, Metro Manila 
Phone: 49-49-21 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world’s first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 781 
magnification ratios between 0.640X and 
1.420X with which to enlarge or reduce your 
original’s image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 
down to the precise copy dimensions 

you require. 


indonesia 


Phone: (02) 715-5001 indio 
Minolta eras ti Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon 

Phone: 3-676051 Pakistan 
Minolta Singapore (Pte) Ltd. 10, Teban Gardens Crescent, Singapore 2260 

Phone: 563-5533 

City Marketing Sendirian Berhad Lot 3, Jolan 223, Petaling Jaya, Selangor 
Phone: 577476 


PPY Co, Lfd. 1808-1812 Kasemrot Road Klongtoei Bangkok 1010 
15, 252-9156 ~ 7, 233-2064 ~ 5, 392-7412 


Allied Equipment Ltd. First Floor, Neison Chambers, 11. Chundrigar Road, 

G.P.O. Box 680. Karachi—} Phone: 214922 

Bangladesh Brothers International Ltd. G.P.O. Box 767, Adomjee Court 115—120, 
MontijheelC.A, Dacca Phone: 232293 

New Zealand Viko Holdings Lid. MSI Bidg. Cnr. Khyber Pass and Nugent Str., P.O. Box 220, 
Auckland 3. Phone: 796-294, 796-295 

Australie Océ Reprographics Ltd. 89 Tulip St, Cheltenham, Melb. 3192 Phone: 5844011 




























The EP4502Z also offers two automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magnifica- 
tion ratio required according to the size of the 
original in use and the size of the copy paper. 
you're using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio = 
you've selected and the size of the original in. 
use. Both of these automatic selection func- 
tions speed copying and reduce the time and 
paper wasted in making copying errors. 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
copies—in any sizes—to your heart’s 
content. 


“There's so much ‘And these seats are ‘And there's so mu 
. . . ‘ $% a 
space in this improved so much wider. space for your leg 


KLM Business Class’ 


“Yes that’s new.’ “Thats new, too: “That’s not new” 


4, 


All KLM 747 and DC-10 intercontinental flights | Comfortably padded electronic headphones with f 
are offering a completely renewed Business Class. stereo sound, free-of-charge. A 30 kilo baggage 
Just look at the many improvements and advantages: allowance, 10 kilos more than before. And naturally, 
all Business Class seats are 41 inches wider, giving you drinks, including champagne, are free. 
more room than ever before. There are 38 comfortable Why not experience the difference for yourself? Test 
inches of space for your legs. Most seats are two-abreast. try us, fly us. Call your travel agent or KLM for full det: 


KLMs5 new intercontinental Business Clas: 
that space makes all the difference. 


The Reliable Airline KLN 


Royal Dutch Airlir 
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A strike was on the cards 


trate more production in France instead 
of bringing in cars made at its Spanish 
plants. France’s second biggest labour 
group, the Confédération Frangaise Dé- 
mocratique du Travail (CFDT), insists 
that there should be no jobs cuts until a 
35-hour week has been introduced. The 
government began trying to mediate on 
May 15th, hoping to avoid a repetition of 
the disorders at the Talbot plant at Poissy 
in January. 

If the CGT had not organised the 
occupations, Citroen workers, many of 

em immigrants who see no alternative 

b prospects in France, might well have 
moved on their own. Citroen’s history of 
bad labour relations and its private own- 
ership make it an easy target. What 
French unions still have to resolve is how 
far they are ready to push against jobs 
cuts in the big state sector, which the 
government is intent on streamlining. 


Community budget 


Thou shalt not 
borrow 


FROM OUR BRUSSELS CORRESPONDENT 


Only four countries—Italy, Greece, Ire- 
land and Luxembourg—are so far willing 
to approve the EEC commission’s pro- 
posal to borrow money to cover the bulk 
of the likely. deficit in this year’s commu- 
nity budget. West Germany has ruled it 
out altogether, while the other five coun- 
tries, with Britain in the lead, want a 
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Since early this`year, an old idea with a 
new urgency has been bubbling up in 
western Europe: the idea that Europe 
should be doing more to defend itself. 


European defence establishment, it is 
argued, which could talk to the United 
States on equal terms, West European 
countries also waste resources because 
their armed forces and their arms indus- 
tries duplicate each other’s efforts. If 
they co-ordinated their defences, they 
could save a lot of money. ‘ 

There is nothing brand-new about 
this. Over the years; hundreds of talks 
and studies have produced precious few 
results. But the matter resurfaced with a 
muffled thump in February, when Presi- 
dent Mitterrand of France made a 
speech in The Hague. 

Mr Mitterrand’s suggestion was that 
the west Europeans should start integrat- 
ing their defences from the top, by 
setting up a military “space community”. 
The proposal was greeted with incom- 
prehension, and sank almost without 
trace. Since the Mitterrand speech, how- 
ever, there have been two other attempts 
to get on with the job of co-ordinating 
the defences of Nato Europe: 

@ Co-operation in making weapons. 
The long-running campaign to rationa- 
lise Europe’s arms production has been 
given a few more gentle pushes, culmi- 
nating in a spring meeting of the Nato 
Eurogroup (made up of the European 
members of the alliance except for 
France) in Brussels on May 15th. As 
usual, however, the main product of the 
Brussels meeting was hot air: a declara- 
tion that co-operation was a good idea, 
and that it should be given further study 
by the Independent European Pro- 
gramme Group, a body which consists of 
the Eurogroup members plus France. 
The IEPG was set up in 1975 with the 
aim of bringing France into European 
weapons planning, but France has paid 


European defence is a coffee-time topic 


Europe, defend thyself 


There ought to be a more-or-less unified - 


EUROPE 


little attention to it because it considers it 
tarred with the Nato brush. 
@ An organising body. France has led a 
movement to revive the Western Euro- 
pean Union, originally set up a third of a 
century ago to control West German 
rearmament, as the basis of an integrat- 
ed European defence establishment. 
The French motive is clear. For years 
France has seen the WEU as a means of 
getting back some of the influence over 
European defence matters it lost when it 
took its armed forces out of Nato’s 
military command in the mid-1960s. 
More recently, France has been increas- 
ingly worried by the growth of what it 
sees as semi-neutralist tendencies in 
West Germany, and has been seeking a 
way of anchoring the West Germans 
more firmly to the defence of Europe. 
As an anchor, the WEU has the ad- 
vantage (unlike the EEC) of being a 
body designed to deal with defence mat- 
ters. It is made up of seven European 
members of the Nato alliance (West 
Germany, France, Italy, Britain and the 
three Benelux countries) but it is not 
linked to Nato, and has its own council 
and assembly. Its possible weakness is 
that, like the EEC, it is an organisation 
in which the member governments argue 
with each other in full public view, so 
that it would not be easy for the WEU to 
enforce the cuts in national arms pro- 
grammes that a properly rationalised, 
no-overlapping European defence 
scheme would call for. K 
Although the West Germans were at 
first cool to the WEU idea, they would 
like to get a French commitment to 
Nato, and to persúade France to think 
more seriously about European defence. 
So they are going along with this year’s 
move to try to change the WEU into a 
sort of European defence consortium. A 
WEU meeting to decide if, how ‘and 
when to move in that direction is sched- 
uled for June 12th. 
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ox Tugendhat measures the gap 


search for 


much more 
economies. 

At a meeting of the Ten’s foreign 
ministers on May 14th, Mr Christopher 
Tugendhat, the budget commissioner, 
outlined the commission’s dilemma. The 
1984 budget set an upper limit for farm 
spending of 16:5 billion ecus ($13.4 bil- 
lion). Yet this year’s farm spending is now 
estimated at more than 18.6 billion ecus. 
This is because: 


rigorous 


‘@ in order to stave off bankruptcy in 
=- 1983, some 675m ecus of expenditure 


were held over until this year; 


-@ the farm ministers failed in March to 


adopt measures recommended by the 
commission which would have saved one 
billion ecus, agreeing instead to spend a 
further 17m ecus; 


-@ poor economic forecasting (including 


bad guesses about the value of the dollar) 
led to.an underestimate of 1.1 billion ecus 
in expenditure. 

On the revenue side there is likely to be 
a 500m ecus shortfall in farm levies. In all, 
the gap is estimated at 2.7 billion ecus. Mr 
Tugendhat suggested three ways of bridg- 
ing ‘this: expenditure cuts of 350m ecus; 


- calling up 43m ecus authorised under the 
. budget but not yet committed; and a loan 


of 2.3 billion ecus from the member 

states, repayable over four years. 
‘Without these steps, according to Mr 

Tugendhat, the EEC would be unable to 


meet its bills from mid-November, and 


might have to stop making advance pay- 


_ments to member states as early as Octo- 


ber 20th. The foreign ministers (or most 


_.of them) were not impressed. 


The snag is that there is no agreement 
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as to where budget cuts should fall. The 
British want to cut farm spending, while 
the French will agree to cut anything else 
but not that. Ministers criticised the reli- 
ability of the commission’s figures. But 
there are no uncontested alternatives. 

The British foreign secretary, Sir Geof- 
frey Howe, was relaxed about the pros- 
pects of carrying over a large amount of 
expenditure into 1985. “We carried 675m 
ecus over last year with no difficulty at 
all,” a British spokesman recalled, “and 
we could easily postpone twice that 
amount without anybody getting serious- 
ly hurt.” Several ministers doubted that it 
was legal to float a loan, although the 
commission’s legal advisers believe that 
there is authority for this in the Rome 
treaty. The Ten, in any event, would still 
have to give their unanimous consent. 

It was not surprising that no decision 
was taken. The issue has been sent back 
to the commission and to the Ten’s per- 
manent representatives for further study. 
Mrs Thatcher will not consent until the 
British budget complaint is met. 

There seems to be a tacit agreement 
not to talk about the British problem 
again before the European parliamentary 
elections (on June 14th and 17th) are out 
of the way. It would be too risky for 
member governments to make further 
concessions before the votes are counted, 
despite the small gap (about £150m a 
year) which ‘still separates Britain from 
the other nine. Serious negotiations on 
Britain’s complaint will presumably start 
again in Luxembourg on June 18th, when 
the foreign ministers will make an effort 
to reach agreement before the Fontaine- 
bleau summit a week later. 


EEC commission presidency 
Has Kohl found his 
man? 


FROM OUR BRUSSELS CORRESPONDENTS 





After waiting so long that several other 
European leaders thought he would be 
making no nomination at all, the West 
German chancellor, Mr Helmut Kohl, 
has at last found a suitable candidate to 
take over next January from Mr Gaston 
Thorn as president of the EEC commis- 
sion. He is Mr Kurt Biedenkopf, a 54- 


: year-old lawyer and former rector of 


Bochum university, who has served as 
general secretary and economic spokes- 
man of the Christian Democratic party. 
He was recently supplanted as opposition 
leader in North Rhine-Westphalia, where 


_ his talents are now under-employed as his 


party’s number two. 
Mr Kohl has not yet formally proposed 
Mr Biedenkopf, who is showing some 
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reluctance to accept the offer. The chan- _ 
cellor must, in any event, clear the nomi- 

nation with Mr Hans-Dietrich Genscher, 

the leader of West Germany’s Free Dem- 

ocrats. Mr Genscher, whose party is go- 

ing through a bad patch, might decide 

that the EEC commission presidency 

would be a tidy end to his own career. It is 

more likely, however, that he would give 

the nod to Mr Biedenkopf. 

If so, Mr Biedenkopf will become 
front-runner for a post which is likely to 
be filled at the Fontainebleau summit at 
the end of June. It is, by general agree- 
ment, West Germany’s turn for the presi- 
dency. Denmark’s claims for its deputy 
prime minister and finance minister, Mr 
Henning Christophersen, take second 
place. The Belgian government is not 
pressing those of Viscount Etienne Da 
vignon, the industry commissioner. Th 
Belgian finance minister and Liberal 
leader, Mr Willy de Clercq, has his eyes 
on a commission seat of his own. 

The British government has shown no 
direct interest in the appointment. But it 
is pushing strongly its proposal to reduce 
the number of commissioners from 14 to 
10, which would rise to 12 when Spain 
and Portugal join. At present it is sched- 
uled to rise to 17. Mrs Thatcher’s minis- 
ters think this is unjustifiable, since there 
are fewer than 12 full-time portfolios to 
share out. 

The British proposal, taken from a 
1980 community report, is that the four 
large member states should have only one 
commissioner each, as have the smaller 
members. Sensible as this sounds, it is 
bound to be opposed. 


Anew chainof office for Biedenkopf? 
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racts from the Chairman's Statement: 
he quarter to 31st March 1984, on a turnover 


RECORD OIL AND GAS PRODUCTION- 





A 





SUMMARY OF 


meee Fiat 
3 million, the Group had a profit before taxes of FINANCIAL RESULTS Quarter 


illion and a net profit after taxes of £32.3 million. 
w from operations totalled £54.6 million, a record 


y high. 
Jur producing operations in Indonesia, the North 
nd Western Canada had good results, but the 


seting and refining divisions in Eastern Canada and 


ia were still disappointing. Strong competition 
larket position, especially in Eastern Canada, 


E million £ mil 





Turnover — “784.3 42 

Profit on ordinary roa 
activities before taxation 

Net profit 32.3 

Cash flow from operations §4.6 =. 

Capital expenditures 85.4 


etimes drove gasoline prices well below the cost of  =arninespershare 238p 2091 


e oil. In addition, during the first quarter, the 
aded Quebec Refinery produced a lower yield 


rn than anticipated. We believe we have identified OPERATING RESULTS First 


cause of the shortfall and that the problem will be 
rected over the next few months. 


The Group's average oil and gas production for the 
t quarter from the North Sea, Indonesia, Western 


ada and the United States reached an all time high 


23,100 barrels per day of oil and 259.1 million cubic 
t per day of gas. Sales of crude oil and petroleum 
products were also at a record high of 352,600 barrels 
yer day, of which 128,400 barrels 
er day came through the 
arketing interest acquired last 
year in the North Eastern 
United States. 
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‘or a copy of the First Quarter 1984 Report pl 


Sales of oil (barrels per day) 00. | 
Oil refined (barrels per day) 108,300 


Gas produced (thousands of ` 
cubic feet per day) 259,100 

Gross wells drilled 60 

Oil and gas wells completed ; 
(in which the Group has 
varying interests) 





Oil produced (barrels per day) 23,100 
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The group's trading profit for the first half of the 
current year was £199.1 million compared with 
£171.4 million for the corresponding period of last 
year. ; 
In the United Kingdom, the increased trading profit 
earned by Brewing reflected the continuing drive of 
recent years for greater efficiency, and the results of 
Consumer Services began to show the benefit of the 
_ reorganisation of the group's retailing activities a 
-year ago. Foods, however, suffered a further 
setback, arising in the main from intense pressure 
_onselling prices for cheese and other manufactured 
dairy products. 
Almost every operating company in the United 
tates increased its trading profit and the results of 
Consumer Products benefited on translation into 
sterling from the effect of the fall of some 8% in the 
- average value of sterling against the US dollar 
~ compared with the first half of last year. In the 
_ International sector, the weakness of sterling 
. against the US dollar also contributed to the 
significant advance in trading profit achieved by 
Wines and Spirits; and Hotels started to make 
headway after the organisational changes of the last 
-_ two years. 
“The reduction in interest charges compared with the 
_ first half of the previous year was attributable to 
generally lower rates of interest. 


Growth in the less seasonal overseas activities of the 
group continues to reduce the imbalance between 
the two halves of the year. Accordingly, the increase 

__ in profit before tax from £113.6 million to £147.0 
- -million should be regarded as a reflection of 
_ satisfactory performance in the first half and not as 
an indication of a rate of growth to be expected for 
ainder of the year. 
‘USA, Inc's negotiations with 
yent and outside investors for the sale of 
gett & Myers cigarette business are 
8 5 
ard has decided to pay an interim dividend 
ear ending 30th September, 1984 of 3.7p per 
983—-3.23p adjusted for the subsequent one 
apitalisation-issue).on 1st October, 1984 to 
on the register on 24th August, 1984. 
nterim dividend will be £26.9 
3.3 million). 


- SGGrinstead Chairman -15th May, 1984 
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Turnover 

United Kingdom 
Brewing 
Consumer Services 
Foods 

United States 
Consumer Products 

International : 
Hotels 
Wines and Spirits 


330.0 
377. 
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Trading profit 

United Kingdom 
Brewing 
Consumer Services 
Foods 
Oil and Gas 

United States 
Consumer Products 

International í 
Hotel 8.7 6.4 
Wines and Spirits 59.1 52.0 


isi i714. 4070. 
en — 6789- arg) | 


26.9 
28.4 
15.5, 
(1.5) 


43.7 


Interest 


Profit on ordinary 
activities before taxation. 
Taxation 


113.6." 295.2 
B41). (89.6) 


147.0 
(48.5) 


Profit on ordinary 
activities after taxation 
Minority shareholders’ 
interests 

Preference dividends 


Profit attributable to 
ordinary shareholders 
before extraordinary items 


98.5 79.5 20560] 
as) | 
(0.5) 


(2.2) 
(0.2): 


(2.6) 
(0.2) 





95.7. 71 
» 130p 10.7p 








Earnings per share 
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1 Profits and losses of overseas subsidiaries are translated into sterling at 
weighted average rates of exchange. 0 ; Paes 
2 The charge for taxation is estimated on the basis that the rateof UK. =o. 
corporation tax will be 47.5% (1983~—52%) and includes overseas taxation of = 
£27.2 million (1983 -£21.2 million). °° : i K 

The proposed revisions to the rates of UK corporation tax and taxation 
allowances on capital expenditure will not give rise toany charge for deferred 
taxation in respect of the current year, nor should they call fora provision of 
a material amount to be made in réspect of prior years. Bs 
3 Itis estimated that the net effect of extraordinary items for the half year to 
31st March, 1984 will bea credit of £10.7 million (1983~a credit of £4.5 million). - 
Currency translation differences other than those arising on the settlement. 
of trading transactions, previously treated as extraordinary items, are now: 
to be taken direct to reserves m accordance with Statement of Standard 
Accounting Practice No. 20. pee i al Be : 

4 Earnings per share have been adjusted to 

issue of one ordinary Share fer eve re she 

on azek ae 4984.2 055 

5 The figures for the year to 30th Septe : a 
accounts which have been filed 
contain an unqualified audit re 


i pitalisation F 
B lose of business 
t ave been extracted from 
i the Registrar of Companies and 
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AMERICAN SURVEY 


No way to run a fire brigade 


Developments in Central America are 
too serious for Presidents Ronald Reagan 
and Miguel de la Madrid to agree to 
disagree. Each, therefore, continues to 
Press his viewpoint into the other’s unre- 
sponsive ear. When Mr Reagan went to 
Mexico last August, Mr de la Madrid was 
on the attack, criticising his guest for 
“shows of force which threaten to touch 
off a conflagration”. In Washington this 
week, Mr Reagan picked up the confla- 
gration theme by suggesting that “respon- 
sible governments of this hemisphere can- 
not afford . . . to be lulled by unrealistic 
optimism” when their neighbourhood is 
on fire. The Mexican president, who 
began a three-day visit on May 15th, 
advocates negotiation to prevent fire 
spreading; Mr Reagan argues that the 
flames have already spread and must be 
doused. 

The two presidents continued their 
“frank exchange” on Central America 
when they met alone in the White House 
on Tuesday morning. When they were 
joined by their cabinet colleagues, they 
returned to the relatively easier bilateral 
ssues of trade and investment. Mexico, 
struggling to pull itself out of financial 
insolvency with a painfully tightened belt, 
hopes to survive and recover by expand- 
ing its exports. 

The immediate problem is that its non- 
oil trade with the United States, including 
things that range from cement and ceram- 
ic tiles to toy balloons, which the govern- 
ment helps to keep cheap with tax rebates 
and loans, has run into a blizzard of 
lawsuits from business groups in the Unit- 
ed States demanding countervailing du- 
ties. The administration is hoping that a 
draft trade agreement, which would re- 
quire proof that Mexico’s exports were 
not only subsidised but also harming 
United States industry, will survive con- 
gressional and business scrutiny. 

The unanswered question is how far 
Mexico’s foreign-policy performance af- 
fects the administration’s determination 
to push for easier access for Mexican 
imports. On the surface it does not, but 
each government will use the weapons 
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that it has to hand. 

On May 16th Mr de la Madrid took the 
chance to present his side of the argument 
to an attentive, and politely applauding, 
joint session of both houses of congress. 
After speaking of Latin America’s tribu- 
lations, faced with the high interest rates 
and growing protectionism of more ad- 
vanced economies, he drew attention to 
the mutual dependence of the United 
States and Latin America: in 1981-83, 
when Latin America’s debt obliged it to 
cut its imports from the United States by 
$32 billion, some 600,000 jobs in the 
United States were, he said, affected. 

The Mexican president politely 
thanked the house of representatives for 
the support it has given the Contadora 
group in its peace-seeking efforts in Cen- 
tral America (see page 30). He laid down 
the fundamental point where he parts 
company from Mr Reagan in assessing 
the causes of Central America’s troubles: 


We are convinced that the Central American 
conflict is a result of economic deficiencies, 
political backwardness and social injusti- 
ce. ... We therefore cannot accept its be- 
coming part of the east-west confrontation, 
nor can we accept reforms and structural 
changes being viewed as a threat to the 
security of the other countries of the 
hemisphere. 


A week earlier, on May 9th, Mr Reagan 
had presented a different portrait of Nica- 
ragua: the Sandinist “reign of terror”. In 
a vintage television performance—full of 
simplifications, yet powerfully effective— 
he fuelled congressmen’s fears lest they, 
by default, be held responsible should 
“100m people from Panama to the open 
border on our south . . . come under the 
control of pro-Soviet regimes”. The next 
day the house of representatives passed, 
by 212 votes to 208, a bill authorising all 
the military aid for El Salvador that the 
president had asked for, and giving it to 
him virtually without condition. 

The Central American aid bill has gone 
through several incarnations. What hap- 
pened last week was that 56 Democrats, 
mainly from the south and vigorously led 
by Mr Jim Wright, the Democratic leader 


They see Central America quite differently 


in the house, crossed the floor to vote for 
an amendment proposed by a Republi- 
can, Mr William Broomfield. * 

This authorises $1.2 billion in economic 


‘and military aid for Central America in 


fiscal 1985, and $281m in supplemental 
aid for Central America in fiscal 1984. 
The aid was not made conditional, as the 
house had earlier wanted it to’be, on El 
Salvador improving its human-rights re- 
cord; Mr Reagan is merely required to 
submit a report to congress on El Salva- 
dor’s “demonstrable progress’. Though 
the sums in the amendment are not bro- 
ken down, the effect of the bill, ifit passes 
through all its stages, will be to give Mr 
Reagan his full request for aid to El 
Salvador in both 1984 and 1985. 

This was the first time that the house 
has been obliged to stand up and. be 
counted on military assistance for El 
Salvador. Opponents of the bill quar- 
relled much less with the amount of aid 
than with its lack of conditions; the bilat- 
eral commission on Central America, — 
which the president insists forms the basis 
of his requests, recommended strict con- 
ditions. Most congressmen want to give 
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Mr José Napoleon Duarte, El Salvador’s 
newly elected president, the best chance 
possible of regaining control over his 
‘country. They split over whether he is 
best helped by being given a free hand or 
by a demonstration of the sternness of 
American backing for his pledge to re- 
store justice. 
_ The Broomfield ‘amendment was incor- 
porated in a $10.95 billion foreign-aid 
authorisation package. Though the pas- 
sage of the bill through this stage of its 
long trail was a triumph for Mr Reagan, it 
still has far to go: it has to pass the senate, 
where conservatives will feel that it is an 
awful lot of aid, and it has to go through 
the appropriations stage in the house, 
where the narrowness of last week’s vote 
will galvanise opponents. 

The first test of Mr Reagan’s new 
strength with congress began this week 
when a house-senate conference commit- 
tee took up a related piece of legislation: 
$62m in emergency aid for El Salvador 
and $21m for the “contras” fighting the 
Nicaraguan government. This bill got 
detached from the rest when the adminis- 
tration tried to push it through by tying it 
to emergency food aid for Africa. The 
Salvadorean part, which is included in the 
total figures in the Broomfield amend- 
ment, should logically slip through; the 
aid for the contras, who, Mr Reagan 
insisted, should properly be called free- 
dom fighters, is another matter. 

Polls show that Americans find it diffi- 
cult to distinguish among Central Ameri- 
can guerrillas and though Mr Reagan in 
‘his speech laid down markers (the bad 
guys consort with bad company like the 
PLO) the public is still uneasy. And 
_members of the conference committee of 
the senate and the house of representa- 
tives may not accept Mr Reagan's argu- 
ment that giving Mr Duarte a chance 
entails helping Nicaraguan guerrillas to 
fight the government that channels arms 
to the Salvadorean guerrillas. 

Mr Robert McFarlane, Mr Reagan's 
national security adviser, appearing in 
NBC’s “Meet the press” programme on 
Sunday defended what is still known as 
the “covert” operation by saying that it 
presented a third option when the only 
other two were going to war or doing 
nothing. When asked whether American 
troops were not being drawn inevitably 
into the fighting, he answered, “Only if 
we don’t do enough right now to enable 
the Salvadoreans, Hondurans to do it 
themselves”. The United States says it 
supports the Contadora group, but Mr 
McFarlane evidently did not think the 
fourth option advocated by the Conta- 
dora countries, and indeed by President 
de la Madrid, was worth a mention: 
political negotiation is not in vogue in 
Washington. 
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MX missile 


Foreshortened 


WASHINGTON, DC 


Unloved and without a proper home, the 
MX missile has been causing American 
presidents much anguish for a dozen 
years. It continued to do so this week, 
when the house of representatives decid- 
ed to blunt its $22 billion nose. By 218 
votes to 212, the Democrat-controlled 
house decided on May 16th against scrap- 
ping the huge long-range weapon. But it 


Aspin’s day, not Reagan’s 


was not prepared to let the Pentagon 
build more than 15 of the 40 missiles 
which Mr Reagan wanted to produce this 
year, and those only on certain con- 
ditions. 

The issue in congress has come to turn 
not so much on the missile’s military 
usefulness, about which there is no agree- 
ment, but on whether the administration 
is serious about arms control and, if so, 
whether it would use the MX towards that 
end. The weapon, with its 10 warheads, 
was conceived as a deterrent counter- 
weight to the largest missiles which Rus- 
sia trains on America. From President 
Nixon onwards, no president has been 
able to find a home for it that would make 
it safe from Soviet attack. Schemes ifor 
concealing it by trucking it endlessly 
around America’s freeways or keeping į 
permanently airborne in special aircraf 
eventually gave way, under President 
Carter, to the “racetrack” proposal; this 
involved moving hundreds of the missiles 
around on rails over a vast area of the 
western desert. 

Mr Reagan eventually settled on a less 
expensive plan recommended last year by 
a cautious commission of inquiry. It 
would place the MX in hardened silos 
which at present house Minuteman mis- 
siles. And only 100 MXs would be built, 
just a third of those that Mr Carter 
wanted. 

The rationale for the MX has changed, 
too. It now looks as though it will serve as 
a stop-gap weapon until the smaller, less 
vulnerable Midgetman is developed. Un- 


Aid, but only if you’re capitalist 


WASHINGTON, DC 


For all its determination, the Reagan 
administration has found few ways to 
apply its free-market ideology to Ameri- 
can foreign policy. Now, however, offi- 
cials in the state department and the 
agency for international development 
(AID) have come up with a way to try to 
obtain leverage over the domestic poli- 
cies of developing countries. Named the 
“economic policy initiative“ the new 
$500m programme promises additional 
help to African countries that retool 
their economies along capitalist lines. 
The conditions for aid are much the 
same as those often applied by the Inter- 
national Monetary Fund and, more re- 
cently, the World Bank, but this is the 
first time they are being applied in bilat- 
eral aid. 

The administration believes that many 
African countries have sown the seeds of 
their own ruin by intervening too much 
in their own economies. The ensuing 
problems have been made worse by the 
severe drought that has afflicted many of 
them in the past two years, driving some 


to the brink of bankruptcy. 

Those circumstances make African 
countries especially receptive to Ameri- 
can pressures, even if they can hope to 
obtain only a few million dollars in 
additional aid through an overnight con- 
version to capitalism. (The $500m in the 
economic policy initiative is to be spread 
over a five-year period, and the first-year 
appropriation is expected to be $75m.). 

That receptiveness is just what worries 
some critics of the Reagan plan. Policy 
conditions imposed by a single donor 
nation may seem more onerous and 
impudent than those of international 
organisations. Congressional critics also 
fear that the state department and AID 
might use this contingency fund to cir- 
cumvent congressional intentions. In 
Zaire, for example, where congress is 
trying to reduce aid on grounds of cor- 
ruption and human-rights violations, the 
administration could theoretically make 
up for any shortfalls by drawing on the 
new funds, in the guise of respect for 
President Mobutu’s “capitalism”. 
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til that happens, Mr Reagan, calling the 
MX his “peacekeeper” , insists that it is an 
indispensable bargaining chip for use in 
forcing the Russians to buckle down to 
arms control. Its critics, among them all 
three contenders for the Democratic 
presidential nomination, see it as an un- 
necessary weapon promoting a fiercer 
arms race than already exists. 

The president’s lobbying on the MX’s 
behalf was fervent. He made cautionary 
calls to wavering congressmen and called 
a special news conference before the 
house vote to argue that rejection of the 
weapon would simply encourage the Rus- 
sians to ignore his arms-control efforts. 
“We must not,” he said, “reward the 
Soviets for their current belligerent be- 
haviour towards arms control”. This kind 
pf warning worked last November when 
he Overcame resistance in the house and 
won a nine-vote margin of victory to keep 
the MX in business; money was secured 
last year to produce a first batch of 21 
MXs. This time the argument proved less 
persuasive. The fact that the Russians 
have already walked out of the arms- 
control talks—and show no signs of an 
early return—undermined Mr Reagan’s 
point about the MX being an incentive for 
them to keep bargaining. 

It was a Democrat, Representative Les 
Aspin from Wisconsin, who helped save 
the MX from outright elimination by the 
house. The Aspin compromise, which 

` eventually won the approval of the house, 
authorised money for 15 missiles this year 
but would keep it salted away until next 
April—at which time it would be spent if 
the Russians still refused to return to 
negotiations. Originally, the administra- 

tion had requested $3.1 billion for 40 
more missiles—within an overall defence 
authorisation bill of $208 billion for fiscal 
1985—and had stuck by its full demands 
even after the house armed services com- 
mittee approved only $2.6 billion for 30 
missiles. Only hours before the vote the 
White House was obliged to concede that 
it had to accept 15 or nothing. 

The Republican-controlled senate is 
likely to be kinder to the MX. The missile 
is certainly not burnt out. Mr Reagan has 
21 from last year; the house did not try to 
prevent production of those. And re- 
search and development continues. 


The campaign 
The party’s not over 


WASHINGTON, DC 


Unity has no place in the last contests of 
the Democrats’ primary season. The 
“unity task force” which the party’s chair- 
man, Mr Charles Manatt, is trying to 
fashion looks like having as woebegone a 
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chance as the most bizarrely briefed Unit- 
ed Nations peace force. On May 15th 
Senator Gary Hart strengthened his re- 
vival by beating Mr Walter Mondale 
soundly in Oregon and in Nebraska (in 
both states he got 59% of the vote to Mr 
Mondale’s 27%). Now, with barely a 
pause for Idaho’s caucus on May 24th, the 
three presidential candidates are readying 
themselves for the final battle on June Sth 
when 486 delegates in California, New 
Jersey, West Virginia, New Mexico and 
South Dakota will be fought for. 

To win nomination at the national 
convention that begins in San Francisco 
on July 16th, a candidate has to have at 
least 1,967 delegates voting for him. Mr 
Hart cannot, and Mr Mondale will not, 
have this many delegates wrapped up by 
June 6th. But Mr Mondale, who is more 
than 400 delegates short of the magic 
figure, claims that he will reach it at some 
point between the end of the primaries 
and the opening of the convention. 

All delegate figures at this stage are 
tentative, especially as they include a 
proportion of special delegates (elected 
officials and party professionals) who are 
not formally pledged to a candidate. The 
latest UPI figures (see table) show Mr 
Mondale with 1,564 delegates, Mr Hart 
with 941 and the Rev. Jesse Jackson with 
291 (his total has. been revised 
downward). 

Mr Mondale’s better than three-to-two 
lead over Mr Hart keeps him odds-on 
favourite. The Hart campaign pins ‘its 
hopes to the theory that this lead will 
evaporate if the former vice-president 
fails to score decisively in a major state on 
June 5th; it is argued that even those 
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delegates morally (though not, under the 
new party rules, legally) pledged to vote 
for Mr Mondale will not back a man on a 
downward curve to run against President 
Reagan in the autumn. Although Mr 
Mondale’s men naturally contest the va- 
lidity of this argument, it has intensified: 
their concern to do well in California or 
New Jersey or, preferably, both. Opinion 
polls have been thrown awry by the 
number of voters making up their minds 
at the last moment but the evidence at 
present shows Mr Hart ahead in Califor- _ 
nia, Mr Mondale ahead in New Jersey. 

California, with 306 candidates to be 
picked on June 5th, is the golden prize; 
New Jersey is the silver. Psychologically, 
the silver prize would do a lot’to help Mr , 
Mondale fight back the enveloping belief ` 
that he is not, when the chips are down, a 
winner. In delegate numbers, the two 
states are even richer than they seem 
since both will hold winner-take-all elec- 
tions: the candidate who leads in a district 
can grab all that district’s delegates. State 
Democratic parties had the choice of this 
system, a modified version of it or pro- 
portional representation. 

One reason for Mr Mondale’s long lead 
over Mr Hart is that many of his victories 
were in states that opted for winner-take- 


Towards 1,967* 
Peis Unpledged Total 
1,388 176 1,564 
912 29 941 
280 ‘11 291 


Uncommitted 213 14 354 


Others 57 1 58 


358 
210 


Total so far 
Yet to be chosen 


“needed for the nomination 


2,850 


3,208 
515 


725 


49 
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- all. The results of the four primaries held 
on May 8th illustrate this dramatically. 
Mr Hart, winning the largest state, Ohio, 
got the publicity; Mr Mondale was put on 
the defensive, his credibility as the Demo- 
crats’ presidential nominee challenged. 
- Yet, largely because of Maryland’s voting 
‘system, Mr Mondale emerged from the 
day with 50 more delegates than Mr Hart. 

The importance of the fight on June 
Sth, both in psychological and in delegate 
terms, has demolished the hope that the 
Democrats might in gentlemanly, and 
sensible, fashion stop shredding one an- 
other and start preparing for the bigger 


mee $ fight in the autumn, Mr Manatt’s task 


force, if it can be formed, hopes to avoid 
blood-letting at the convention by tack- 
ling in advance some of Mr Jackson’s 
complaints about delegate thresholds and 
primary run-offs in the south (Mr Jackson 
is more likely to gain something on the 
first complaint than on the second). But 
few are optimistic. 

Mr Mondale faults his own strategy of 
“presidential” restraint for allowing Mr 
Hart to up-end him, first in New Hamp- 
shire and then in Ohio. Campaigning in 
his familiar midwest, Mr Mondale’s 
broadsides were aimed squarely at the 
Reagan administration’s policies, with 
only passing swipes at Mr Hart’s heart- 


lessness. Now Mr Mondale, back to being 


Fritz the scrapper, is hitting out at both 
targets. Mr Hart is assailed for being 
unreliable, inconsistent, inexperienced: 
not the man you would want at your end 
of the hot line to Moscow. 

Mr Hart, cheerfully envigorated after 
Ohio and showing off a bit in a white- 
water canoe, shrugs off these blows and 
replies, in effect, that Mr Mondale is old- 
hat and a no-hoper and, by implication, a 
cheat. This last charge relates to the 
tricky business in which Mr Mondale’s 
delegate committees somehow got mixed 
up with his campaign committees, and 
which Mr Hart complained about to the 
Federal ‘Election Commission in early 
April. 

There is nothing illegal about commit- 
tees appointed to help delegates get 
themselves elected to the convention. 
The problem arises when these commit- 
tees use their money to help a presidential 
candidate, and when this money is not 
counted in with the limited sum allowed 
each candidate if he is to receive federal 
matching funds. The problem is com- 
pounded when the delegate committees 
get their money from political action 
committees (Pacs), which again are per- 
fectly legal but which Mr Mondale and 
Mr Hart have both promised to eschew. 


Not quite Sing Sing 


Incarcerating the Rev. Sun Myung Moon 
poses a unique problem for federal pris- 
on authorities. There are no precedents 
for, the imprisonment of a worldwide 
religious leader in America. But the 
Supreme Court’s refusal this week to 
review Mr Moon’s 1982 conviction for 

‘ tax fraud means that the leader of the 
Unification Church, which claims 3m 
members around the world, may be 
-unable to avoid going to prison as sched- 
uled next month to serve an 18-month 
term. 

If the worst comes to the worst for the 
New York-based Korean revivalist, aged 
64, he may find himself in the Allenwood 
federal prison, which stands south of 
Williamsport in Pennsylvania's bucolic 
Allegheny mountains. Even this worst 
may not be too bad. Allenwood is the 
“country-club” of jails; it has no bars, no 
walls. Inmates are, as it were, on their 
honour, a commodity not common to all 
of them. 

Allenwood has played host to some of 
Washington’s more notorious charac- 
ters: Mr Gordon Liddy and Mr Jeb 
Magruder of Watergate fame, for in- 
stance, and Mr Bobby Baker, a protégé 
of Lyndon Johnson. Among those who 
for the present are obliged to call it home 
are two former congressmen, Mr Mi- 


WILLIAMSPORT, PENNSYLVANIA 


chael “Ozzie” Myers and Mr Raymond 
Lederer, both Democrats from Pennsyl- 
vania, and Mr Harrison Williams, also a 
Democrat and once a senator from New 
Jersey. All three were convicted in the 
Abscam bribery scandal which broke in 
1981. Allenwood’s other white-collar in- 
mates include lesser politicians, busi- 
nessmen and lawyers. Some 40% have 
been convicted of breaking federal drug 


laws; income-tax evasion and fraud ac- 
count for a much smaller number. The 
Wall Street Journal sells more copies in 
Allenwood than in any community of 
similar size in Pennsylvania. 

Other minimum-security prisons can 
be found in Alabama, Arizona, Califor- 
nia, Florida, Kentucky and Texas. Their 


Mr Mondale does not acknowledge 
that anything wrong happened. between 
his two sorts of committee but, he says, to 
keep himself purer than pure he has 
ordered the 129 delegate committees to 
disband and promised to pay back ‘any 
money that went over the limit or was 
collected from Pacs. This is variously 
estimated at $350,000-700,000, and so far 
none of it has been repaid. Mr Hart 
reminds Mr Mondale of this rather often; 
he also wonders about the credentials of 
.the 500 or so delegates who may have 
been helped along by this money. 

Mr Mondale’s campaign is some $1.5m 
in debt. The problem, however, is that 
Mr Mondale spent so much money early 
in the campaign that he is allowed to 
spend only relatively little in its last days. 
In California, where campaigning by tele 
vision is considered essential, any re 
straint on spending could prove critical. 
Yet if Mr Mondale includes all spending 
by his committees as part of his own- 
spending, as he has promised to do, that ` 
will leave him even less in California. The 
temptation for him must be to spend now, 
pay back later. Even if that pushes his 
expenditure beyond the legal limits, it 
may secure him much needed delegates, 
and the nomination. The day of reckon- 
ing can wait. 


wide dispersal allows most offenders to 
serve Out their sentences near home and 
family. Mr John Mitchell, a New Yorker 
who fell foul of the law as attorney- 
general under President Richard Nixon, 
and Mr Marvin Mandel, who came to 
grief as governor of Maryland, opted to 
serve their prison terms in warmer climes 
for health reasons. 

Allenwood is run along the lines of a 
boarding-school for boys. Inmates are up 
by 7.30am, lights out at 11pm. Dress is 
uniformly proletarian and army surplus. 
Telephone calls home or to stockbrokers 
have to be made collect. Conjugal visits 
are not allowed but towards the end of 
their sentences inmates are allowed to go 
home fairly often. While in the camp 
they do janitors’ jobs, help look after 
cattle on a 4,200-acre farm nearby, or 
work in the furniture plant (annual sales, 
$3.6m). Allenwood has the exclusive 
franchise to make “executive line” office 
furniture used by, among others, the 
White House. 

Allenwood’s clubby image is en- 
hanced by its proximity to a public golf 
course. But inmates are not allowed to 
play. Only the minimum-security prison 
at Florida’s Eglin Air Force Base offers 
golf—miniature golf—to amuse the con- 
victs. Allenwood’s less privileged bunch 
have to make do with the camp's base- 
ball diamond, well-equipped gymnasium 
and two tennis courts to\stave off the 
boredom. 
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these securities having been sold, 


Floating Rate Notes Due 1991 


The Notes are unconditional, direct and general obligations of Sweden for the payment : 
and performance of which the full faith and credit of Sweden is pledges. : 


The Notes will mature on May 15, 1991. Interest on the Notes will be payable quarterly on 
August 15, November 15, February 15 and May 15, commencing August 15, 1984. The 
rate of interest for each quarterly period will be the arithmetic mean of the Weekly” 
Interest Rates for the 13 consecutive Fridays ending on the Friday preceding the 
seventh calendar day prior to each Interest Payment Date. The Weekly Interest. 
Rate for each such Friday will be .40% below the arithmetic mean of the prime 
lending rates of the Reference Banks; provided that the Weekly intere 
_ Rate will not exceed a rate of .55% above the yield on three-mon 
United States dollar domestic certificates of depc 
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pre-tax 


k, Chairman and Chief 
rts: : 


rd year in succession our group 
yed increased profits. This is a not 
formance having regard to the very 


me years the construction industry has 
g through a difficult period with shortage 
ork, giving rise to intense competition and a 
nsequent narrowing of profit margins. However, as 
result of careful attention to our estimating and 
tendering policies we ended the year with a good 
volume of work on hand to carry us into 1984 and 
iis position has been maintained. Present indications 
point to some improvement in the amount of new 
‘ork becoming available as evidenced by the number 
of enquiries we are receiving. This we find 
_ encouraging and we look to the challenges of the 
- future with confidence. 


of the year liquid funds stood at £69.0 million. 

Properties were revalued at the end of 1983 
and a net surplus of £9.1 million was credited to 
revaluation reserves. Combined with retained profit 
and the surplus on revaluation, shareholders’ fu: 
now stand at £302.1 million; equivalent to 102 
share. a 
The board recommends the capitalisation o 
part of the reserves of the company and the : 
application of such to paying up in full ordinary shares 
for distribution to shareholders on the basis of one 
new share for every share held. i 

The facilities and resources we have develop 
over the years by our wealth-creating free enterprise 
efforts have enabled us to help improve quality of life 
worldwide and provide what we believeisa 
challenging, exciting, enjoyable worthwhile career for 
our many team members. We are indeed fortunate in 


The Year in brief 


Turnover 
Profit before tax 


rofit available to Taylor Woodrow plc 


‘arnings per share 
before extraordinary items 
after extraordinary items 
dividends per share 


contribution to the increase in 
ime from housing activities, 
ularly in North America. It is 
orthy that gross. rents have moved up 
8 nto £25.0 million for 


vee $ or, 
at profits from property OS 
owed a significant increase to € 


the year. 
up continued to.achieve a positive cash 
f£11.0 million and at the end of the 


(NS 


NTER valued orders they place with us but also the =| 


1983 1982 
£696m £609m 
£35.9m £28.5m 
£29.0m £17.5m 


66.2p _54.7p 

98.3p 59:3p 

24.5p 00... 19.5p. 
Taylor Woodrow to have such fine teams c 
competent people who are dedicated to t 
pursuit of excellence and who are always so 


ready to meet the challenges of these very : sH 


w competitive times for our industry ooo 
May I thank not only our clients for the 


variety of professional people, suppliers and 


subcontractors for the assistance they provide 
carrying out of these works. _ 





Child abuse 
Sins of the fathers 


The publicity given in the past two 
months to a series of harrowing cases 
involving the sexual abuse of children has 
started a debate about the handling of 
child victims by courts and child-protec- 
tion agencies. Charges brought last 
month against Mrs Virginia McMartin, 
the 76-year-old owner of a day nursery in 
California, and six of her staff first 
brought the issue into public focus; they 
were accused on 115 counts of molesting 
children over a 10-year period (a further 
397 incidents were not listed on the origi- 
nal indictment). But it was Mrs Paula 
Hawkins, a Republican senator from 
lorida, who, by revealing that as a child 
-she had been sexually abused by a neigh- 
bour, illuminated the real dimensions of 
the problem. The senator’s office was 
inundated with letters from others en- 
couraged by her example to tell their own 
stories. 

Nobody knows how many children in 
America are the victims of sexual abuse 
or whether the problem is growing; many 
cases go unreported or, as in the case of 
Mrs Hawkins at the time, unbelieved. But 
it is clear that the 100,000-200,000 cases 
which are reported each year are just a 
fraction of the total. Researchers think 
that perhaps as many as one in four girls 
and one in eight boys under the age of 18 
are or have been victims of some form of 
sexual abuse. 

Using children to gratify the sexual 
desires of adults can be big business. 
Figures released last year by the justice 
department’s office of juvenile justice 

ggest that 1.5m Americans under the 
age of 16 may be involved in child prosti- 
tution or pornography. One pornography 
ring recently broken up by police in 
California was doing such big business 
that it needed the help of two computers 
to keep track of all its customers. A Los 
Angeles grandmother, Mrs Cathy Wil- 
son, was jailed for four years this week 
for running what was thought to have 
been the biggest child pornography oper- 
ation in American history. Many thou- 
sands of youngsters who disappear each 
year are thought to be killed after being 
exploited by pornographers. 

Spectacular cases inevitably attract 
publicity, but it is the sudden realisation 
that the hidden problem is potentially just 
as spectacular in its scope that has made 
the handling of child victims such an 
issue. Of course, many cases are simply 
not reported because the victims are 
terrorised into staying silent. However, 
those that are reported often get tangled 
up in legal procedures that, many child- 
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care specialists insist, are weighted heavi- 
ly against the victim. 

One recent case catalogues the judicial 
barriers to successful prosecution. In Sep- 
tember, 1983, Mrs Faye Henderson went 
to court alleging negligence by police, 
lawyers and doctors in Los Angeles who, 
over a two-year period, refused to act on 
allegations that her daughter was being 
sexually abused by the child’s father, who 
had been granted joint custody of the girl 
after the parents’ divorce. At the time the 
child was considered too young to testify. 
Despite medical confirmation of abuse, 
no charges have been brought against the 
father. The child, now five years old, is 
described by her psychiatrist as an “‘elec- 
tive mute”, who refuses to talk, except to 
her mother, as a result of sexual abuse 
that started before she was two years old. 
The father’s joint custody over her was 
suspended only after California’s court of 
appeals upheld a family court ruling that a 
psychiatrist’s evidence, based on inter- 
views with the child using special dolls 
with sexual characteristics, could be used 
in court on behalf of a child who is unable 
to speak. 

Children have long been allowed to 
testify in court, provided the judge is 
satisfied that they understand the differ- 
ence between truth and lies. The court- 
room handling of child-abuse cases that 
are brought to trial is left to individual 
judges, but changes in state law can help. 
After a recent change in New York’s law, 
due to come into effect in November, 
only Nebraska and the District of Colum- 
bia still insist on independent corrobora- 
tion to prove sexual abuse. Since by the 
nature of the crime such corroboration is 
rarely available, this has been one of the 
biggest legal barriers to bringing offend- 


Mrs McMartin goes to court 
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ers to trial. 

A number of states have also begun to 
modify court procedure and the rules of 
evidence to help child victims of sexual 
abuse put their- story across. Judges in 
Massachusetts have used child-sized wit- 
ness chairs to make tiny tots feel more at 
home in the courtroom. In some cases 
dolls and drawings are used to help them 
describe crimes that they cannot put a 
name to. In Texas, a victim’s statement 
can be videotaped early in an investiga- 
tion for later use in court, while memory 
of all the details is still fresh. Elsewhere 
courts can allow lawyers’ questions to be 
put to the victim in court by a therapist 
who has the child’s confidence. In Wash- 
ington and Colorado child therapists can 
relate to a jury what a young child has 
said during therapy, even though it is 
considered hearsay in court and no cross- 
examination is allowed. 

In an attempt to combat child abuse 
before it gets to the courts, a number of 
states are considering tightening up the 
licensing of day nurseries. That could 
help deal with some of the better organ- 
ised sex-rings that deliberately seek out 
institutions where they have easy access, 
to groups of small children. But, as Mrs 
Hawkins’s testimony reminded people, 
child-abusers are often neighbours or re- 
spected members of the local community. 
More often than not they are members of 
the child’s own family. Social workers 
report that sex abuse in the home has 
displaced physical abuse as the primary 
reason for placing children in care. 

Many families simply refuse to admit 
that one of their members could be guilty 
of child abuse. Making parents, teachers 
and child-care officials more aware of the 
problem, so that they can pick up the 
signs of abuse early on, and teaching 
young children to be on their guard 
against predatory adults can also help. 
Whether young Americans are to be the 
tragic victims of child abuse or simply 
better educated in these disturbing facts 
of life, child specialists worry that many 
of today’s youngsters are condemned to 
grow old before their time. 


Energy 
Santa lives on 


Cheap federal electricity has done a lot to 
develop the west—some say to. over- 
develop it. A notable example is the 


„Bonneville Power Administration, which’ 


made possible the north-west’s once 
flourishing aluminium industry. Another | 
is the Hoover dam, on the Colorado 
river, where Arizona and Nevada’ meet. 
For almost 50 years the dam has been 
providing electric power. About two ~ 


53 
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nee 


Withstanding the Boxer rebellion 


thirds of it goes to southern California 
and the rest is divided between Arizona 
‘and Nevada. The price to the public and 
private companies which buy it is fixed at 
the level set in 1937: about half a cent per 
kilowatt hour. The market price today is 
more than 10 timés that. 

This cosy arrangement, which contin- 
ues until 1987, was recently challenged. A 
Democrat, Congresswoman Barbara 
Boxer, whose constituents in northern 
California draw no benefit from it, said 
that 50 years of bargain-basement prices 
were enough for the so-called Hoover 
club and that it would be wrong to sell 


~ resources in the twenty-first century at 


1930s prices. 

Mrs Boxer’s proposal was that the 
power should be sold at market prices to 
anyone prepared to pay the price. This 


~ would bring federal taxpayers, who pro- 


vided the money to build the dam, about 
$3.5 billion over 10 years. Environmen- 
talists chimed in, saying that unrealistical- 
ly low prices led to waste of the country’s 
resources. 

The “Boxer rebellion” as Congressman 
Morris Udall called it, was short-lived. 
Early this month the house of representa- 
tives voted, by 214 to 176, to extend the 
present arrangement for another 30 years 
and to allow the electricity companies to 
expand the dam’s generating capacity by 
about a third. San Diego, which has not 
been a member of the Hoover club, was 
refused admission to it, even though it is 
in southern California and was prepared 
to pay more than the existing members. 


`- The senate has passed a companion bill. 


In an election year the president is 
certain to sign the legislation even 
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“though, as Congressman Bill Frenzel, a 


Republican from Minnesota, remarked, 
“Tt comes as a matter of some surprise 
that those who espouse a free market 
support this bill”. Mr Reagan remembers 
what enduring enemies President Carter 
made in the west when, early in his 
administration, he published a “hit list” 
of water projects that he was not pre- 
pared to have the federal government 
finance. Now western senators, such as 
Mr Paul Laxalt of Nevada, who is chair- 
man of the president’s re-election cam- 
paign, have been reminding Mr Reagan 
that even under his administration there 
have been hardly any new water projects 
in the west. And, though critics of the 
extension argued that cheap electricity 
had attracted industry to the west from 
the mid west and north east, many con- 
gressmen from those regions voted for the 
present arrangement. Presumably they 
expect the favour to be returned when 
their own interests come to a vote. 

The president and congress have shown 
themselves less tolerant of another subsi- 
dy: the $20 billion or so voted in 1980 to 
encourage the development of synthetic 


Navy Pier blues 


Yet more people brought their wares to 
the damp and gloomy Navy Pier in 
Chicago this year, inspired by the success 
of last year’s international art fair. More 
than 150 galleries turned up, with more 
than 8,000 pieces of work. Many of the 
exhibits reflected the fair itself: over- 
crowded, flamboyant and far too busy 
for serious contemplation. Dealers and 
collectors jostled with tourists in the 
exhaustingly long queues for food and 
flooded lavatories; Vuillard, Miro and 
Dubuffet rubbed shoulders with Keith 
Herring and Rodney Ripps. 

It is hard to know what all the dealers 
get from the experience. Most of those 
asked said they were doing marvellously, 
but they would be unlikely to say any- 
thing else when the average cost for each 
gallery is more than $20,000. Only the 
true blue-chip dealers could afford to be 
honest: offering a tiny Tinguely on paper 
for $38,000 or a Dubuffet for $40,000, 
you need sell only one to break even. 
Sell a Léger or a Miro and you are into 
hundreds of thousands of dollars. 

Sales were probably lower than those 
of previous years. But even the galleries 
that did not manage to make sales made 
contacts among the 2,000 people who 
came every day. This is especially impor- 
tant for galleries stranded in unfashion- 
able streets. 

To wander the long miles of the pier 
brought new discoveries, the best of 
which were hidden in out-of-the-way 

` corners, but finding them took days! For 


fuels. A number of these projects to 
squeeze the oil out of tar sands and shale, 
or to turn coal into gas, could benefit the 
west. But the Synthetic Fuels Corpora- 
tion, which has been in charge of award- 
ing money for these purposes to private 
companies, has lost -the confidence of 
both the administration and congress. It 
has paid out only a little over $700m; 
another $6 billion-7 billion is earmarked. 
The president has apparently decided to 
cut the corporation’s remaining money by 
about two thirds and restrict the invest- 
ment of $4.6 billion it will have left to 
projects that promise to produce fuels at 
little more than the market price. The fall 
in oil prices makes this even harder. 

The corporation itself is in tatters. 
There have been accusations of conflicts 
of interest against some of its sevens 
directors and against two of its presidents _ 
both Reagan appointees, who have re- 
signed under fire, the last in April. Its 
board cannot even muster the quorum 
needed to award contracts. But congress 
is reluctant to consider new nominations 
until the corporation’s mission and opera- 
tions are sorted out. 


` CHICAGO 


people who came only briefly there was 
“new art” in abundance, much of it over- 
hyped and over-priced. 

Not all the exhibits were bad. The 
clarity of the abstract paintings shown by 
Pamela Auchincloss (virtually the only 
gallery to show new abstract work), the 
strength of a series of torso drawings 
after Rodin by Laurence Dreiband (Ja- 
nus Gallery) and the drawings by Joseph 
Piccillo (Knolton and Rosenfield) stood 
out. Among the “masters” were two 
beautiful Miros (Zwirner and Franck), 
an abundance of Dubuffets, a strong pair 
of Légers (Gmurzynska) and David 
Hockney’s early “Berlin” (Kasmin). 
Many of these will probably never be on 
public view again. 

Timing this year was bad, since the fair 
came between major sales in New York 
(where record prices have obtained). 
People had either spent their money or 
were reserving it for future possible 
bargains. The weekend intruded too, 
bringing an influx of the “fireplace” and 
“matching carpet” trade which helped 
only the less serious dealers. 

One memorable sight was Charlotte 
Moorman struggling with a cello in a 
blue sack. “Forget anything you ever 
knew about music,” she said as a preface 
to a performance. It worked. If only the 
same could be said of the art. On the last 
night John Kasmin was heard singing the 
Navy Pier blues in a local dive: “We all 
hang out on Navy Pier, we all hang art 
and ain’t that queer”. : 
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PENSIONS AFTER 2000 


A pe 


A granny crisis is 


coming 


Today’s finance ministers may think they have a tough job trying to 
restrain public spending, but their successors in the twenty-first 
century will envy them. Thirty years from now, the industrial countries 
yill be bulging with pensioners. The costs will turn their children grey. 


he main strain will come when the bulge 
of babies born in the late 1940s reach 60 
and 65 early in the next century, just 
when the drop in births after the 1960s is 
reducing the working population. But 
demography is already proving expen- 
sive., In almost every industrial country, 
live births were rising in 1895-1914, and 
hen soared briefly after 1919. As better 
ealth and nutrition are keeping old peo- 
ple alive for longer, most rich countries 
ave recently been increasing their ‘‘de- 
pendency ratios’—the number of retired 
people for each man or woman of work- 
ing age. 
Since 1960, these changes have helped 
o push up social spending on: 
Health. Between 1960 and 1981, 
ealth-related public spending in the 
zountries of the Organisation for. Eco- 
1omic Co-operation and Development 
(OECD) grew by 18% in real terms 
decause Of demographic changes. That 
figure would have been still higher had it 
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not been for health-cost savings after 
1975, due to a smaller number of chil- 
dren—the other age group which makes 
disproportionate demands on doctors. 

@ Pensions. Between 1960 and 1975, the 
growing number of old people added 
almost 40%, in real terms, to the pensions 
bill of the seven largest economies in the 
OECD. That is equivalent to a compound 
annual growth rate of 2.2%. After 1975, 
many governments cut their welfare pro- 
grammes; but they have still had to meet 
a demographic increase of 1.8% a year in 
real pension costs. The chart shows that 
both age-sensitive components, health 
and pensions, have risen substantially as a 
proportion of total social spending since 
1960. 


Paying for grandpa 

There is more to come. The chart on the 
next page shows some recent estimates of 
the trends in dependency’ ratios up to 
2030 in America, West Germany, Japan 


and Britain. The figures assume little 
change in present fertility and mortality 
rates. Both assumptions are conservative, 
so the dependency ratios may rise even 
faster than shown. (The definitions of the 
ratios differ slightly from those used in 
our survey of California’s economy, else- 
where in this issue. ) 

The cost of a rising ratio of beneficia- 

ries to contributors in existing state pen- 
sion schemes varies from country to coun- 
try, but a common theme is clear: on 
present arrangements spending will even- 
tually become insupportable. 
@ In America, the ratio of retirees to 
workers is expected to rise from around 
20% in 1980 to 23% by 2000, to 33% by 
2020, and to 42% by 2030. By 2055 the 
ratio could be more than 50%—just two 
workers for every pensioner. 

Professor Sherwin Rosen of Chicago , 
University has estimated the impact on 
public pensions. Taking 1981 as the base, 
his central forecast is that between 2005 
and 2030 the existing payroll tax will leave 
an average annual shortfall equivalent to 
2% of the taxable payroll (around $20 
billion at current prices). Less optimistic, 
but still plausible, assumptions generate a 
deficit of 5% of the taxable payroll. 

Then it gets worse. Between 2030 and 

2055, the annual social security deficit 
would be more than 5% of the payroll, 
even on central-case assumptions. The 
pessimistic end of the range is a deficit of 
more than 14% of the payroll. 
@ In West Germany, the  retiree-to- 
worker ratio had reached 45%, probably 
the highest in the world, by 1980. The 
figure should not rise much up to 1995, 
but will then-increase again. By 2005 it 
will be 60%, and by 2030 around 90%: 
roughly one pensioner for every worker. 

Mr Karl Heinz Jiittemeier of the Kiel 
Institute for World Economics and Pro- 
fessor Hans-Georg Petersen of Kiel Uni- 
versity reckon that, to maintain current 
benefits, the federal government would 
need to increase its payroll tax (divided 
equally between workers and employers) 


Help the aged 


Social expenditure by type,% share 
(Major seven OECD countries) 
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scheme began, to 20.5% by 2018. 
Some economists think these figures are 
oo low, Mr John Kay, of London's 
Institute for. Fiscal Studies, reckons that 
s may cost an extra £20 billion a year 
































year’ $ entire fiscal deficit. 
ill experience the: most dra- 
Between 1970 and 1990 the 





increase by 86%, from 7, 4m 
fetween 1945 ‘and anys the 


e piadicted changes in 
ye main state scheme, 
expected dependency- 
those for the state’s 












of West Germany's 


‘ill seemed to have merits, but only by 
mortgaging the future. Strong economic 
growth in the 1950s and 1960s, combined 
with a growing number of workers, meant 
that. benefits. could rise continuously. 


. Each generation of pensioners could re- 


ceive more.than it had paid in, and 
nobody minded because the burdén-per- 
worker was falling. 

This seductive cycle is about to. go.into 
reverse. Slower economic growth, steady 


or falling working populations and grow-” 


ing. numbers of old people mean that 
painless transfers between generations 
have to stop. Soon many workers will be 
asked to pay their social security taxes 


The burden of pensions 
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into schemes which are actuarial loss- 
makers. That will strain the implicit con- 
tract which binds contributors and benefi- 
ciaries in pay-as-you-go schemes. Once 
governments decide that tax rates have 
reached their ceiling: adverse demo- 
graphic trends mean that benefits, or 
other kinds of spending, must fall. 


Half-prudent Japan 

Japan's pensions are paid for on a funded 
rather than a pay-as-you-go basis. In a 
funded system. the benefits paid to each 
retired person depend on the, financial 
returns to the contributions which-he and 
his fellows made during their working 
lives. So ‘the main state scheme. ‘the 


-Kosei-Nenken-Hoken (KNH), has built : 


up a large funded reserve which, assum- 


‘ing normal rates of return. will be enough om 
`> to meet future commitments, = ce 
= To-see the advantage of funding over 
- pay-as-you- “g0, compare Tapan 8 tax sys- 
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growth in 1 real earni ngs of 2% 
tax rate would have to rise to 25 
Under Japan’s present funde 
pension contributions in 1980: 
of “gross . earnings, up to. a” 
Y410,000 ($1,800) per worker per 
Today's workers are paying for 
demands that they themselves: 
on social spending in the future 
than to meet the current, relativ 
demands of their elders. Furth 
that 10.6% tax rate should not 
change. Funded systems are inte 
demographic pressures; the app 
level of contributions depends onl 
scale of benefits and on the real. 

rate earned by the fund. 
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benefits, the KNH is actuarially unsound 
In fact, even with a positive f 
return, its numbers would not ad 
Noriyuki Takayama of Hitotsub 
versity has. calculated that to. 
1981’s level of benefits, with no ch 
the present retirement age of 60:and with 
a 2% real interest rate, the govern 
would have ‘to. raise its payroll ta 
10.6% to 16.2%. With zero real 
the correct tax rate might be arou 



















and government interference, are erodin 
the value of the fund. By the time Japan's 
demographic crunch arrives next century, 
the government may already have been 
forced. to switch to a ruinous polley of 
pay-as-you-go. 


More saving? 
Many: economists reckon that funded 
schemes have other advantages over pay- 
a8-YOU=BO: pensions. Neither is : really 
“cheaper” than the other, they. argue, 
because the true cost of both is equal to 
the resources eventually ‘transferred to 


pensioners, However, funded schemes 
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By providing 90 per cent 
‘all loans to Dutch agri- 
culture, Rabobank is the 
largest source of credit to 
this particular sector. 
And plays a key role in 
-agribusiness finance. 

-— Infact, Rabobank with its 
< Co-operative organizational 
_ structure provides nation- 
-wide on-the-spot banking 
-services through a network 

of 3.000 offices. 
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of excellence continue to flourish. 


Rabobank f° 


Rembrandt somi iS Rabobank country 


companies conduct their o 
f TEE Ban 





as. “compared 

em, where there: is- 
‘accumulation of assets—t 
the resources available for 


m a see that they 
sions which are better 

r”, ie, that their pen- 
ised eya their children. 


-the effects on savings of 
iblic pai schemes com- 


Reagan's pe of economic 
s done some academic work 


the eed to provide pensions for a grow- 
n ‘of old people does pose a 
economic efficiency. If not 

gs, then through low- 

rojected increases in 

faxes will raise replace- 
employed—the pro- 

x. working income 

d person receives on 

uses a. risk of greater 


rance. And if higher tax 
nore economic activity into 


In the seven biggest OECD countries, — 
social spending increased from less ‘than 


15% of gdp in 1960 to more than 24% of 
gdp by 1981 (see chart). Between 1960 
and 1975, real social spending grew on 
average by 8% a year, twice as fast as the 
growth in output. When gdp growth 
slowed to just under 3% a year in 1975- 
81. social spending was reined back; but 
at just over 4% a year, it still grew faster 
than output. 

Demographic changes can explain 
only part of the growth in social -spend- 
ing. Economists at the OECD have esti- 
mated that pressures from changing pop- 
ulations have increased real social 
spending by only 1.4% a year between 
1960 and 1975; another 1.4% a year was 
due to changes in eligibility for benefits, 
the lion’s share of the total rise of 8% a 
year was an annual increase of more that 
5% in the real value of benefits. After 
1975, with purse strings pulled tighter, 
3.2 percentage points of the 4.2% annual 
rise in real social spending was still due 


Public expenditure as % of gdp 
(Major seven OECD countries} 
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made, and still less likely to work. Japan's 
experience shows how even efficiency- 
conscious governments will dabble away 
the benefits. In other countries, the temp- 
tation of a huge funded reserve, available 
to finance more.spending, would be too 
much to bear. The real choices fall under 
two brutal -headings: lower spending. 
higher revenue. 

Governments could raise revenue by 
increasing their tax rates, but many feel 
that their current-rates are already press- 
ing against the limits of economic efficien- 
cy. The level of benefits could be reduced 
if governments broke the formal and 
informal links. between pensions and 
earnings growth—a property of all the 


-schemes—and replaced it with a link to~ 
` prices, which grow. more slowly i in the ; 


temporarily allowed governments tocut- 
their spending on education.) 

The pattern is similar even fort 
programmes. that are most affectec 
rising proportion of old people. De 
graphic changes pushed real spending on- 
pensions up ? 2.3% a year in 1960-75 
and by 1.8% a year in 1975-81. More’ 
generous pensions, however, added an- 
other 4.4% a year (1960-75) and 3.9%. a 
year (1975-81). The health services bill 

was 1% a year and 0.3% a year higher 
because of demographic changes; but 
extra services'added much more—7.8% 
a year and 3,1% a year. 

Are these trends likely to go into 
reverse of their own accord? Many of the 
social and political pressures that lie 
behind them will intensify. Family ties- 
will weaken further: the state: may have ` 
to take ona bigger share. of responsibility 
for protecting elderly people from pover- 
ty and poor health; rising divorce rates 
will split more households, increasing 
the number of social security claimants. 

Women will continue to demand fair. 
treatment as taxpayers and social seci 
ty beneficiaries; but governments kn 
that eradicating sex discrimination in 
these areas. will be expensive. Other 
anomalies abound in every country’s » 
social security arrangements—~most pay-. 
roll taxes are flat-rate, and therefore 
regressive; many pension systems pena- 
lise people who change jobs frequently, 
inhibiting labour mobility; marginal tax 
rates for low-income families. sometimes 
exceed 100%, destroying work: i 
tives. None of them.can be easily 
without spending more.: 


However, it ignores the extent to which. 
poverty: in rich countries has become a 
relative. concept—people are “poor’ i 
cause of their eae in the inc 
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The crest of the wave 


One of the western world’s best economies does not even have 
a country to itself. What California does have, in Silicon Valley, is 
an engine of growth that is the envy and obsession of the rest of 
the world. But most people are only vaguely aware of the 
powerful and balanced economic machine driven by this engine. 
It is worth getting acquainted with. California’s economy could 
be the world’s fourth biggest by the end of this century. Our 
electronics correspondent, Jim Rohwer, reports. 


The pattern of California’s economic de- 
aea has not changed since the gold 

tush set off the state’s first boom in 1849. 
California quickly pours a lot of resources 
into the fastest-growing business around. 
When the growth slows down, California 
shrugs its shoulders and moves on to 
something new. Left behind is a compe- 
tently run (and often better than that) 
industry which produces a nice income 
but not much fizz. If jobs have to be axed 
for the older industry to run efficiently, as 
they usually do, they tend to go without 
much fuss: there have always been more 
new jobs than lost old ones. 

Not many gaps have shown up in this 
process. When gold mining went, farming 
and railroads stepped in. In 1903 Califor- 
nia became America’s biggest oil produc- 
er. The movies followed the gushers, and 
gigantic construction projects the movies. 
The second world war set up California as 
America’s biggest defence and aerospace 
producer, a role it still fills. Then, in the 
1970s, came microelectronics. 

Most of the industries that have fallen 


THE ECONOMIST MAY 19, 1984 


away as leaders continue to do handsome- 
ly as followers. The construction star of 
the 1930s, for instance, San Francisco’s 
Bechtel Corporation, remains one of the 
world’s biggest engineering firms. Some 
industries even stage comebacks from 
time to time; oil may be about to do this 
with the big underwater fields in the 
Santa Barbara channel that are due to 
start producing in the next few years. But 
California’s life has been a charmed one: 
when the spectacular bursts of production 
have died down in one industry, another 
has always been waiting in line to take its 
place as the next engine of growth. 

This process has produced one of the 
world’s most successful economies. Visi- 
tors to California sense quickly that they 
are in a well-off place; but most of them 
do not realise just how rich it is. Califor- 
nia’s 26m people will produce more than 
$460 billion in goods and services this 
year, about what Britain’s 56m people 
will produce. That would give California, 
if it were an independent country, the 
world’s six or seventh biggest gdp and, 


~ CALI 
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apart from a few small oil-producing 


countries, the world’s highest gdp per 


head. The 11m people of the Los Angeles 


basin will have a bigger gross product this 


year than India’s 750m. More to the 
point, each Angeleno will produce more 
than 10 times as much as each Mexican. 
Still California grows. After a slow start 
in the latest economic recovery, Califor- 
nia is again running headlong. The state 
lost 290,000 jobs in the recession of the 
early 1980s; in recovering, California has 
so far replaced all those jobs and added 
150,000 more. In 1984 as a whole the state 
will probably create 600,000 new jobs. 
Astonishingly, California’s real gross 


product could go up by 10% this year— _ 


nearly twice as fast’ as America’s likely — 


growth rate of 54%, and the state’s big- 
gest increase ever. i 


Impressive as this is, it is not Califor- 


nia’s growth rate that now alone distin- 
guishes it. With 10.5% of America’s peo- 


ple and more than 12% of its gdp, X 


California is simply too large to continue 
matching the growth rates that successful 
southern and western states will enjoy for — 


the rest of this century. Nor is it just. 
California’s size that makes people notice 


it. 

California has taken the centre of 
America’s economic stage because of mi- 
croelectronics. Electronics is the main 


rocket now lifting California’s growth so — 


high: electronics employment went up by 
17% in California in the year ending 


February, 1984. There is more to it than — 
that, however. The debut of California’s _ 
latest growth engine has coincided with — 


large changes in the balance of population 
and wealth among America’s regions and 


in the structure of America’s economy; it 


may also have coincided with the start of 


the biggest worldwide shift in economic 
power and production since the industrial 
revolution. California’s new motor is the 


industry that most people now expect to — 


change the world. 

This came as a surprise to everybody— 
including Californians, who 
were wondering where the state’s next 


stimulus could possibly come from when — 


defence and space spending by the federal 
government collapsed in the early 1970s. 


typically 


Silicon Valley’s technical and business 


revolution of the late 1960s and early 
1970s promptly led California to another — 


big boom between 1975 and 1978. Cali- 
fornia created 25% of all new jobs in 
America during that-boom. It still ac- 


counts for. some: 25-30% of American — 


high-tech employment, nearly three times 
its share of America’s population. 

High technology has turned California 
into a pacesetter for American produc- 


tion. California has been quicker than the — 


rest of America to shed older manufactur- 
ing businesses—cutting, in the recession, 
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ntured more. deeply into new indus- 
ies. Americans are peeking into their 
future when they look at California’s 
economy. 

Is it a future that works? Given Califor- 
nia’s success; the question seems absurd. 
But. California’s. quickness to change, 
which is one of its greatest strengths, can 
0 swiftly produce problems. At about 
same time that Silicon Valley was 
nexpectedly propelling California’s suc- 
cess. in the mid-1970s, the state began 
visibly, suffering from a variety of 
etbacks. 

The worst (and least predicted) prob- 
1 was a sudden jump in house prices. In 
1974 the median price of an existing home 
in California was only about 7% higher 
than that of a home elsewhere in the 
Inited States. Beginning in 1975, and 
going on. almost continuously for the 
following seven years, house prices rose 
ce as fast in California as in America at 
large. In 1983 the median price of a 
lifornian home was $113,000—almost 
$40,000 higher than the price of a home 
where in America. In California’s 
gastal cities, house prices are now run- 
ng 60% to 80% higher than the Ameri- 
an average. 

It.is hard to overstate the punishment 
his has meted out to California’s econo- 
. It was a disaster for the. state’s 
construction industry, which in the past 
ad outpaced America’s and had usually 
helped lead California out of recessions. 
t interfered with the migration from 
other parts of. America that California’s 
growth has always fed on. Most observers 
iow accept that high house prices have 
t-a brake on California’s economic 
growth. 

House prices were not the only thing to 
o-awry in the late 1970s. The voters’ 
passage of proposition 13, the property- 









































| Picking up speed 


Real gdp Annual, % change 


74 
1 \- OECD Europe 


_ Galifornia» 





Sources: OECD; UCLA Business Forecasting Project’: 


dosing t 
100,000 jobs in heavy industry—and. has“ 


glect of education started showing up in 
examination scores that made Califor- 
nia‘s schoolchildren seem even more illit- 
erate and innumerate than other- young 
Americans. 
Meanwhile, on some freeways traffic 
moved hardly at all for ever-longer rush 


hours. Some businessmen complained vo-. 
ciferously about America’s toughest envi- 


ronmental regulation, while environmen- 
talists pushed for more. A bitter contest 
dragged on about whether a huge new 
project should be built to transport more 
water from the rivers of the state’s north 
to the farms and cities in its centre and 
south. 

These are the signs of an economy 
running out of room to grow, and in 1982 
California’s real gross product actually 
shrank. The people who express most 
caution about California’s future read 


A fistful of aces 


California's century-old industrial round- 


robin has produced a long list of healthy . 


industries. Some, such as tourism, now 


licking its chops over the prospect of the . 


Olympics this summer in Los Angeles, 
are immense—tourism should bring in 
$26 billion this year—but almost invisi- 
ble. Others, such as movies and televi- 
sion, are well-known but not, by Califor- 
nian standards, big revenue producers. 
Still others, such as the network of small 
manufacturing businesses in the Los An- 
geles basin, are so complicated that no- 
body pretends to understand what they 
are doing (besides thriving). 

Altogether they make up a large econo- 
my whose geography is still fairly simple. 
California’s population is heavily concen- 
trated in three coastal areas: the Los 
Angeles basin, with 11m people; the San 
Francisco Bay area, with 5.5m; and San 
Diego county, which has about 2m. The 
map on the next page shows the distribu- 
tion of some of California’s major indus- 
tries. Most of the high-technology jobs 
are in Los Angeles, followed by Silicon 
Valley (where, however, they are far 
more concentrated). LA is home to aero- 
space, and the San Francisco area (aside 
from Silicon Valley) represents the ser- 
vice economy par excellence. Agriculture 
is found all over the state, but most of its 
product is generated in the 400-mile-long 
Central valley. 

In many respects California is much 
like-America as a whole. Like America, it 
continues, for instance, to shift jobs from 
manufacturing to services. But the mar- 


ginal differences can be telling. At the 


same time that California moves farther 


towards a service economy, it is almost 





-older economies t 
selves with. 
Maybe. But there are good reasons for 
thinking that the “era of limits” which 
Governor Jerry Brown proclaimed i in the 
mid-1970s may prove to have been a short 
epoch. in California. One is the sound . 
structure of California's economy; its di- 
versity, specialisation and strength. in 
growth industries are unmatched. A sec- 
ond is the Californian gift for risk-taking, 
einforced because the 
state attracts so any immigrants. Lastly, 
the state has begun to tackle some of the. 
problems that appeared in the late 1970 
California looks more ready for a take-o 
than a levelling-off. 


to. occupy them- 


























































sure to increase its share of America’s 
manufacturing jobs disproportionately— 
both high-tech and low-tech ones. 

The consumption patterns of California 
and America differ, although the differ- 
ences are usually hard to quantify. Eat- 
ing, for example, has become a well- 
developed form of entertainment in 
California, and not just among the food 
and wine snobs who throng San Francis- 
co.. Mr Leonard le Blanc, the financial 
vice-president of Saga Corporation, a 
California-based food company which op- 
erates nationally, says that in the last 
recession, when other Americans pru- 
dently cut back on their restaurant meals 
Californians did not: they like eating o 
too much. 

One important difference in consump- 
tion can be quantified: Californians adore 
foreign cars. In the first half of 1983, 
nearly 40% of the cars registered in 
California were Japanese; other foreign 
cars (it is hard not to crash into a BMW or 
Mercedes in Silicon Valley) pushed the 
foreign total to about half. That is more 
than twice the proportion in America as a 
whole. It still understates the preference 
of individual Californians for foreign 
cars. When fleet buying (by, for example, 
rental car companies and governments) is 
excluded, the proportion of foreign. cars 
bought by. Californians rises to 60-70%. 
Said a dazed Detroit executive after a San 
Francisco. cocktail. party: “They ‘really 
hate our cars out here, don't they?” 

But however much fun they are, it is 
not California’s tastes but its patterns of 
production that really. matter. The 
strength of a regional economy like Cali- 
fornia’s depends on how-well it does in 
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competing with other regions for “export 
industries” —that is, the basic businesses 
that serve national and international mar- 
kets and can site themselves where they 
choose. They typically account for only 
about 25% of a region’s jobs (the rest are 
spoken for by non-basic businesses, the 
ones that serve the local population). But 
the basic industries determine almost ev- 
erything about a region’s economy; the 
non-basic ones follow at a predictable 
pace. 

How is California doing in the basic 
industries? Leaving aside tourism, Cali- 
fornia’s most important basic industries 
are agriculture, aerospace and high tech- 
nology. These are their prospects. 


Gulliver among the 
protectionists 


With 91% of its population in cities, 
California is America’s most urbanised 
state. With farm revenues that should 
reach $16 billion this year, California is 
also America’s biggest agricultural pro- 
ducer. There is no contradiction here: 
Californian farming is very efficient. 
California produces about 200 com- 
mercial crops. No other state comes near 
to it in fruits, vegetables and nuts. For 
many products—almonds, artichokes, 
pistachios, figs—there is no other com- 
mercial producer. In mid-summer the 
Salinas valley, a small slice of land some 
100 miles south-east of San, Francisco, 
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produces around 80% of the lettuce con- 
sumed in America. California is Ameri- 
ca’s second biggest producer of cotton 
(after Texas), and its second biggest rice 
grower. 

California has advantages that ought to 
make it an even bigger agricultural pro- 
ducer than it is. One is climate. Continu- 
ous production (two or three harvests a 
year, depending on the crop) is no sweat 
in any of California’s agricultural regions. 
Another is the near-absence of govern- 
ment subsidies (save for water pricing; 
more about that later). Mr Henry 
Schacht, a Californian journalist who has 
followed farming for 40 years, estimates 
that in a normal year (which last year was 
not), less than 5% of Californian farm 
income comes from government sub- 
sidies. 

The resulting competition has pushed 
Californian farming into a constant 
search for greater productivity. Califor- 
nia’s farmers are pursuing new technol- 
ogies along two lines in particular. One is 
in production techniques: some farmers 
are now levelling their fields with lasers 
(the flatter the land, the less water is 
needed to irrigate it). The other is in 
information processing: not just better 
market and weather data, but also such 
things as analysis of the genetic composi- 
tion of crops and continuous audits of a 
farm’s energy consumption. 

Even so, California’s farming has suf- 
fered along with the rest of American 
agriculture for the past three years. Farm 
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income fell by more than a quarter be- 
tween 1980 and 1982. Things look happier 
this year: livestock, California’s biggest 
agricultural product, will enjoy high 
prices, and the American recovery will 
increase demand for the high-value vege- 
table and fruit crops that California spe- 
cialises in. Net farm income in California 
should go up by more than 15%. 

Help may have come too late for many 
Californian farmers. Agricultural land 
was affected by the same price inflation as 
other Californian real estate in the late 
1970s. Farmers who bought land then 
face a heavy debt service burden on their 
mortgage loans; many have also taken out 
production loans for the past three years. 
Mr Walter Minger, the Bank of Ameri- 
ca’s just-retired farm specialist, thinks 
that as many as a third of California’s 
farmers may be overborrowed. 

For Californian agriculture as a whole, 
however, the folding of some farms 
means only a bit more concentration (and 
efficiency) in an industry already charac- 
terised by big units of production. But 
California’s agribusiness has structural 
problems that could keep it from growing 
as fast as its high productivity would 
allow. 

The worst by far is protectionism. Cali- 
fornia depends on exports abroad for 25- 
30% of its farm income (about twice the 
rate for America as a whole). Some 
crops, such as rice, are almost entirely 
exported. The dollar’s level for the past 
two years has hurt, of course; but that 
should come down. Trade barriers, un- 
happily, stay stubbornly high. 

California suffers at both Japanese and 
European hands. Japan’s protection of 
some of the world’s most inefficient farm- 
ers restrains Californian products such as 
citrus fruits, beef and nuts from what 
should be one of their best markets. It also 
does damage elsewhere in Asia; subsidised 
Japanese rice, for instance, undercuts 
Californian sales to South Korea. In Cali- 
fornian eyes, the behaviour of the Europe- 
an community is even worse. EEC subsi- 
dies hurt both in Europe and in other 
markets where Californian products com- 
pete with dumped European ones. Grape 
and raisin producers feel especially ag- 
grieved (see box on next page). 

A second problem is water. A quarter 
of California’s agricultural land is irrigat- 
ed, five times the American average. 
Californian agribusiness has been spurred 
by cheap irrigation water delivered 
through federal water projects from the 
rivers in the state’s mountains and north. 
Even now, the price California’s farmers 
(like others in the American west) pay for 
federal water is sometimes as low as a 
tenth of its marginal cost. For many 
reasons, however, further large quantities 
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of federal water are unlikely to be made 
available. 

But Californian farming needs more 
water: in an average year farmers pump 
2m more acre-feet of water out of the 
ground than nature returns to it. Large 
state projects exist, parallel to the federal 
B= system, to deliver irrigation water to the 
farms (at prices much closer to cost). 
However, the latest. proposal for a big 
= new project to increase the capacity of the 
= State system—the Peripheral Canal pro- 
= ject—was thrown out by the state’s voters 
ina referendum in 1982. 
$ California’s farmers may eventually get 
some new water. Governor George 
Deukmejian’s director of water re- 
sources, Mr David Kennedy, is a politi- 
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Too many to pick 


Like the rest of Californian agriculture, 
the wine business is blessed with one of 
the world’s best climates for its raw 
product. The constraints that good or 
bad years of weather impose on French 
producers, for example, are almost non- 
existent in California. Every blessing has 
its curse: there is rarely a natural reduc- 
= tion of the grape crop. So the combina- 
7 tion of a sky-high dollar, an American 
recession and relentlessly good harvests 
ba! for the past few years are taking their toll 
E on California’s winemakers. 
i The Californian winemaker that really 
’ counts is E & J Gallo, located in Modes- 
' 
i 
| 
f 





to, in the state’s Central valley. Gallo, a 
family firm tightly run by two septuage- 
narian brothers, accounts for 40% of 
Californian wine (California is responsi- 
ble for nearly 90% of America’s produc- 
tion). Gallo is deep in a struggle with 
American importers of cheap Italian 
wines, a fight in which the dollar has 
| been most unhelpful to Gallo. The com- 
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cally well-versed water professional who 
has just made several proposals to the 
legislature for increasing the delivery ca- 
pacity of the state’s system. It is likely 
that the concession eventually: exacted 
from the farmers for a bigger system will 
be some move to bring prices closer to 
long-run costs—both for the water deliv- 
ered through the system and for the water 
that farmers now pump, often too care- 
lessly, out of the ground. 

Lastly, California’s farmers have la- 
bour problems. They have made an un- 
comfortable truce with Mr Cesar Cha- 
vez’s United Farm Workers union and the 
state’s agricultural labour relations 
board. But Californian agriculture de- 
pends on illegal Mexican workers. The 


pany has also long been hobbled by 
antitrust decrees; they may now be sub- 
ject to some relaxation. 

Gallo is the shrewdest American wine 
marketer. It has recently ventured far 
up-market, with television advertise- 
ments that feature people speaking 
French, and a bottle of cabernet sauvig- 
non (vintage 1978) that retailers have the 
nerve to sell for $8 (compared with half 
that price for twice as much of Gallo’s 
jug red wine). 

Up-market is where most of Califor- 
nia’s winemakers want to be. A high 
proportion of the 500 wineries that dot 
the Napa and Sonoma valleys north of 
San Francisco, and the Pacific coast 
grape-growing regions for a few hundred 
miles to its south, are in business to make 
wine good enough to rival the best 
produced anywhere in the world. Since a 
tasting in Paris 10 years ago, everybody 
(including the French) has admitted that 
some Californian winemakers can do it. 
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federal government’s seeming determina- 
tion to stem their flow into the United 
States could do real damage to Califor- 
nia’s agribusiness. 


Russia’s help 


Aerospace launched the Los Angeles 
economy on its extraordinary rise in the 
1940s, and as late as the Vietnam war was 
driving California’s growth. It remains a 
powerful part of California’s economy. 
California consistently wins a shade over 
20% of the defence department’s prime 
contracts for R&D and procurement, and 
45-50% of the contracts of the National 
Aeronautics and Space Administration. 
The Bank of America estimates that 15- 


The health of the industry is another 
matter. In the long run California’s wine 
trade cannot but prosper. Americans still 
tipple only 2.2 gallons of wine a year per 
person, compared with 24 gallons a year 
for the French; but the squeeze mean- 
while on Californian grape-growers and 
vintners is severe. After several years of 
10-12% growth in shipments of Califor- 
nian wine, the increase slowed down to 
1-1.5% in 1982 and 1983. Grape prices in 
California have fallen substantially for 
the past two years. Inventories of wine in 
California rose to 661m gallons in 1982, 
up from 550m gallons a year earlier; they 
were still at an uncomfortably high level 
of 613m gallons at the end of 1983. 

Grape-growers and raisin makers 
seem to have fared worse than wine- 
makers. Those who bought land with 
high-interest mortgage loans when prices 
were high are in trouble. It is said that 
vineyard prices are now 20-50% below 
their level before the recession. 

Still, the collapse of California’s wine 
business feared since 1982 has not hap- 
pened yet. New wineries still open at a 
clip of 25 a year (down from 50 a few 
years ago). Mr John De Luca, president 
of the vintners’ trade association, the 
Wine Institute, says that he knows of 
only three Californian wineries that have 
filed for bankruptcy during the reces- 
sion. There is, it seems, an inexhaustible 
supply of buyers for wineries (usually 
wine lovers with a fortune made else- 
where to burn). 

The wine trade’s escape so far from 
bad economic punishment has not 
stopped the Wine Institute and grape- 
growers from pushing a piece of retalia- 
tory trade legislation in congress called 
the wine equity act. It would require 
equivalent American restrictions on 
wine imports from countries that put up 
barriers to American wines. Not all Cali- 
fornian winemakers approve. Mr Paul 
Draper, who is the winemaker for Ridge 
Vineyards, one of California’s best pro- 
ducers, sniffs that the wine equity act is 
supported only by people who don’t 
know anything about good wine. 
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20% of the state’s growth in 1984 will 
come from defence-related production. 

Aerospace ought to prove a reliable 
gold mine to California for the rest of this 
decade. Civil aircraft may be a risky 
proposition, and the only commercial 
airframe maker still in the business in 
California is McDonnell-Douglas, which 
has a plant in Long Beach. But civil 
aircraft production is far less important to 
California than federal spending on de- 
fence and space. 

However President Reagan fares in 
November, the American defence build- 
up (which actually began during Presi- 
dent Carter’s last year in office) will 
continue throughout the 1980s. In part, 
this is because it will take that long to 
spend the money for programmes already 

proved. But neither of the Democrats 

ely to be the president’s opponent 
favours less than a 4% annual real rise in 
defence spending anyway. It is probable 
that space spending will go up even faster 
than that for defence. 

Still, a curious thing (for California) 
has happened in this aerospace boom. 
Defence spending has risen by at least 7% 
in real terms in each of the past three 
fiscal years, but Californian aerospace 
employment has been increasing only 
gently: as few as 10,000 jobs may be 
added this year. An economist for one of 
the big aerospace firms offers this expla- 
nation. First, declines in civil aircraft 
employment have counterbalanced some 
of the increase in defence aerospace jobs. 
The big losses have come in subcontracts; 
as much as half of a Boeing aircraft, for 
example, used to be made in California. 
More subcontracting now seems to be 
going abroad, often because of offset 

rrangements with countries buying the 
Pivcrat (a practice that is on the increase 
in foreign military sales as well). 

Second, defence spending is becoming 
more concentrated on R&D and less on 
procurement; R&D is even more capital- 
intensive than production. Lastly, the 
aerospace companies saw the boom com- 
ing and held on to more hard-to-train, 
hard-to-find employees than they did in 
previous recessions. 

A small but interesting shift may be 
under way, too. It is possible that some of 
the growth in aerospace is happening not 
among the industry’s grandees—southern 
Californian companies such as Rockwell 
International, Hughes Aircraft and Lock- 
heed—but among entrepreneurial elec- 
tronics firms that specialise in. defence 
work and tend to be found in Silicon 
Valley. 

Mr Sandy Greene, who analyses aero- 
space for the investment bankers Ham- 
brecht & Quist in San Francisco, says that 
traditional aerospace hardware (such as 
the aircraft itself) matters increasingly 
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less than the electronics packed into it. 
The exotica that the armed forces now 
need can often be supplied by small firms, 
such as the Silicon Valley companies 
ARGOSystems (which makes systems 
that analyse radar signals) and Stanford 
Telecommunications (which specialises in 
defence satellite communications). 

The advantages of small firms could be 
enhanced by a second change. The hard- 
ware in defence electronics is becoming 
less important than the software, that is 
the operating systems and programmes 
which make it work. Both trends are good 
news for California: it captures even more 
of the sophisticated aerospace electronics 


‘business in America than it does of aero- 


space generally. 


The superstars 


Silicon Valley and high technology are 
not synonymous. There is more high- 
technology employment in the Los Ange- 
les basin (250,000 to Silicon Valley’s 
200,000); and the young biotechnology 
industry clusters around major university 
campuses throughout the state. Still, Sili- 
con Valley deserves all the attention it 
gets: it is the world’s most intense concen- 
tration of innovative business activity, in 
an industry that is likely to be the world’s 
biggest before the century is out. 

Silicon Valley, whose proper and pret- 
tier name is the Santa Clara valley, suf- 
fered only a mild downturn in the early 
1980s, when the rest of America was 
going through its worst recession in 50 
years. The reason, as Mr Gordon Moore, 
chairman of the chipmaker Intel, points 
out, is that in the late 1970s the visionar- 
ies’ predictions began to come true: the 
products of microelectronics started be- 
ing incorporated into almost everything 
(including, for instance, livestock, which 
some American cattlemen are now 
branding with implanted microchips that 
not only identify the poor animals but 
make regular reports to the ranch house 
of their whereabouts). The recession’s 
stirrings have become a flood in the 
recovery. By one estimate, more than 
half of the increase in American capital 
investment between 1982 and 1983 was 
accounted for by spending on electronics. 
The proportion will go up. 

The worldwide rush to electronics 
brings nothing but good to California’s 
economy. California should generate 
nearly 30% of America’s revenue from 
electronics in 1984. The number of Cali- 
fornian high-technology jobs is expected 
to grow by 10% (or more than 50,000) 
from end-1983 to end-1984 (on top of an 
even faster increase in the year before). 
In Silicon Valley itself they are nailing 
new factories together as fast as they can; 
the number of industrial building permits 


Delicate work 


issued for the valley rose by 80% between 
end-1982 and end-1983. 





Silicon Valley is getting as densely 


packed with companies as its chips are — 


with circuits. Mr Regis McKenna, who is 
the chief publicist and marketing consul- 
tant in the valley, estimates that there are 


says they are joined by four or five new 
ones each week (nobody guesses how 


—— 


many depart). It has long been predicted 


that this concentration would generate its 
own dispersion. The density does cause 
problems (such as some of the state’s 
highest house prices and unbearably 


choked roads); but although far more 


electronics firms than before are being set 
up elsewhere, there is no sign of a con- 
traction in the valley. 

The advantages of concentration are 


simply too great. Silicon Valley is the 

easiest place on earth to start a high-tech — 
firm. There are experienced suppliers, — 
subcontractors, lawyers, technicians. Re- — 


cruiting top people is a cinch: the number 
of good engineers ready at the drop of a 


stock option to join a new firm is large — 


(too large in the view of some of the — 


valley’s old-timers such as Mr Moore, 


who thinks that the mobility has gone too — 


far). Not least, there is money. 

Venture capital helped make Silicon 
Valley, and is still closely identified with 
it. Of the 500 or so American venture 
capital investment firms, more than 80 
are located in the San Francisco area 


(altogether California has nearly 100). Mr 7 
Stan Pratt, who edits Venture Capital — 


mers 


an Pare 


3,000 high-tech firms in Silicon Valley; 
the American Electronics Association — 
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If your interest in the new tech- 
nology goes no further than zapping 
alien invaders on your TV screen, then 





Explore the technology that transforms 


a thin chip of silicon into an advanced IC. F 


Because |.T.E.C. is a publication for 










enquiringadultwho wants to getto grips 
with computer science, |.T.E.C. gives you 
the detail you need. 

No adverts, no ‘Which reports; no 
public relations chat- just solid facts and 
explanation. 

ITEC. is a progressive course 
which starts with the very basics, then 
rapidly takes you to new levels of under 
standing. Much of the material covered 
is degree level - but presented in 4 
format that’s a lot more accessible than 
the average text book. 


everyone who wants to learn about 1 


electronics and computers - in depth. 
Published in 50 weekly parts, |.T.E.C. 
is carefully planned to build up your 
knowledge. Whether youre a student 
battling with digital electronics, or an 





Winchester disk- the largest can store 
over 50 million bytes of information. 
Find out how. 
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your appetite for hard information on 
topics like CMOS technology, and how 
| ft compares with integrated injection 
| logic; how a p-n junction or a status flip 
flop works; how the principles of 
| Boolean algebra carry through into 
a hee program design; what role a decoder 


ee driver or a language assembler plays; the 
p” difference between direct and sequen- 
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Positive logic NOR gate- understand 
what happens when negative logic is 
- applied. 


ITEC. covers the field with these 
‘major sections: Digital Electronics... 
isic Computer Science . . . Solid State 
actronics... Microprocessors... Com- : 
unications ... Computers and Society, Ray ni oe 
_ As you can see theres nothing INFORMATION TECHNOLOGY 
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Table 1: Rich diet 


1982 
mount % 
$544.6m 
$19.1m 
$1.:7bn 


1983 
Amount % 
35.4$743m 

1.3 $208:9m ~~ 
100 $4.tbn 





urnal, estimates that a quarter of 


under Californian management, and that 


me: to Californian start-ups—most of 
Silicon: Valley Gre table 1 


1975 invested ee sm in venture 
pital projects. People have been saying 
for the past two years that there is simply 
too much venture capital money around 
in America. 

What they usually mean is, that the 
ality of the start-ups being financed 
nt what it used to be. There is even 
ore of a problem with the quality of 
yme.of the venture capitalists: this is a 
isiness ‘that cannot be conducted well 
thout a lot of experience and contacts, 
both of which’some of the newer venture 
pital outfits lack. The glut of venture 
oney and venture Capitalists is sure to 
bring down the 50% compounded annual 
turns on investment which the venture 
dustry has grown used to since the late 
970s. 

The Silicon Valley business giving ven- 
re capitalists their worst jitters is per- 
inal computers. Computers of all sizes 
ake up the. biggest single slice of Cali- 
fornian electronics,.and should enjoy a 
\% rise in turnover this year, to more 
than $16 billion. But. everyone realises 
that there are too marty personal comput- 
er companies to survive; ‘and. several 
should start dropping by the wayside this 
year. 

"= Semiconductors, the second biggest 


boom a year before everything else; even 
so, the chipmaking firms should have a 
pleasant 1984. But the big growth: in 





come in software and, especially, in com- 
‘munications.of all kinds. ‘The break-up of 


helping to power a swift expansion of the 
market for communications equipment. 
‘More: smiles for California, which ac- 
counts for a third of American production 
of this equipment each year. 

Not that all is well: California’s high 
technologists worry obsessively:about Ja- 





18 Northern California $423m — 
5 Southern California $169m 
100. United States: 


nmaa tient 
Source: Stan Pratt, Venture Capital Journal 


merica’s total venture capital pool is = 


35-40% of the $9 billion or so of invested” 
nture capital money in America has 


ast t year $4.1 billion i in venture capital . 


part of Californian electronics, had their. 


electronics for the next few years should ~ 


American Telephone & Telegraph is 


eaoaai inaia aiani 
Venture capital raised = 


Venture capital invested 

1981 “1982: = 
Amount % Amount % 
25 $601m 30 
12 $200m 10 


»$1.6bn 100 $2b6n 100 


pan. A tough school of thought on deal- 


ing with the Japanese is developing in an. 


organisation called the Berkeley Round- 
table on the. International’ Economy 
(Brie). Brie, whose membership includes 
several Silicon Valley stars, is directed by 
two University of California professors, 


» Mt John Zylstra and Mr Stephen Cohen, 
and is advised by Mr McKenna. 


The argument Mr McKenna puts for- 


“ward i is thatthe Japanese have freeloaded 
“off American R&D spending by buying 


cheaply licensed technology, using it to 
develop products inside their highly pro- 


Office logic 


Where better to see what high technol- 
ogy is doing to habits of work than in 
Silicon Valley? Mr Wilf Corrigan, an 
expatriate Briton, was once head of 
Fairchild Semiconductor. He now runs a 
semi-custom chipmaking company in 
Milpitas called LSI Logic (which has a 
design facility at Bracknell in Britain). 
His company designs, and can make, 
semiconductors which are tailored to a 
particular customer's specifications. Mr 
Corrigan has strong views about the way 
work is going to be organised in the 
future. 

Like most Silicon Valley firms, LSI 
Logic has a huge room that its adminis- 
trative and management people share. 
Their offices (including Mr Corrigan’s) 
are demarcated not by walls and doors, 
but by movable partitions that reach only 
halfway from the floor to the ceiling. If 
it’s a private conversation you want, you 
go to one of the conference rooms (a real 
one, with a door) that line the perimeter 
of the office area (if you can find an 
empty one: it’s usually first come, first 
served). 

_ .Mr Corrigan is proud that LSI Logic 
runs a nearly paper-free office (an ambi- 
tion that others share: Mr Leland Prus- 
‘šia; Bank of America’s chairman, looks 
forward with obvious satisfaction to the 
seon-to-come year when the volume of 
paper- his bank handles actually goes 
down for the first ime). A manager at 
LSI Logic who wants information wan- 
ders in through the non-existent doors, 
or sends messages to a colleague’s com- 
puter terminal (never a memo with car- 
bon copies), or he listens over a parti- 
tion: such an office is not the easiest 
place to keep secrets. a fact that Mr 


z tected home 


ng 

products in ihe iinprotected American 
market in time to stop. American firms 
from getting enoughof a return to finance «. 
their next roundof R&D and production. 

To blowup what he calls this block to 
American capital formation, Mr MeKen- 
na would like the federal government to” 
force Japan to lower its trade barriers; he 
also wants tax Ain in America to 











ton will make of these | arguments remains 
to be seen. (Silicon Valley has traditional- 


ly been a lousy lobbyist in Washington.) 


Meantime, says Mr McKenna, Silicon 
Valley chipmakers are finally learning 
some wiles: they still license Japan, but 
no longer for their best products. Py 

Silicon Valley may also face a serious. 
problem from within (more serious than 
its housing and transport messes). Ob- ” 
servers as different as Mr McKenna and” 
Mr Leonard Siegel, a left-winger who. 


Corrigan thinks will tend to break down 
the usual office hierarchies. 

LSI Logic is not a small company: it 
has more than 440 employees and had 
sales last year of $35m. But compared © 
with a car or steel plant, it is an eerily 
quiet industrial company. A few people. 
have desks behind cloth-covered parti- 
tions, a few others manipulate comput- 
ers to project beautiful coloured designs 
of semiconductor circuits on to screens; 
fewer still watch over the machinery that 
etches the designs into silicon. 

The productivity of the company’s 
workers is due mainly to the computing 
power at their disposal: there is about 
$100,000 worth for each professional in 
the company. Mr Mitchell Bohn, the 
financial vice- -president, estimates. that 
because of this investment each circuit 
designer at LSI Logic produces at least 
four times as many designs, with greater. 
reliability, than he could have done with 
the equipment available even three years 
ago. 

Mr Corrigan thinks that two kinds of 
jobs are about to go the way of horse- 
shoeing. The first, unsurprisingly, are 
the jobs of the little-skilled: not just 
manufacturing ‘but service jobs. as well. 
He points out that the text-copying 
somebody used to standat the Xerox 
machine to do can now be done by a 
secretary pushing a single key on the 
word processor; -> 

The other kind of job he sees little use 
for is that of a middie manager. The 
handful of top managers will never go. 
Any other manager, Mr Corrigan thinks, 
had better be as technically skilled as his 
few subordinates if he wants to keep on 
working: . 
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EXCELLENCE THROUGH TEAMWORK 


The Bankers Trust philosophy at work, 
for Fluor Corporation. 


For more than three years, commercial paper program. in traditional banking services, but in 
Fluor and Bankers Trust _ ____ The two financings have innovative and sophisticated ones. If 
have pulled together to totalled hundreds of mil- your company is considering the use of 
develop new ways to refi- lions of dollars. such services, you should consider 
nance portions of Fluor’s Satisfying the needs of a involving our bank. 
revolving bank credit. client with the high stan- 

Asa result of our team- dards of Fluor was no easy 


work, Bankers Trust The Bankers Trust team: Patricks. undertaking. In addition to 
Martin, Relationship Manager for 


Resources Management Mat (center), Rosalind A Alpen, OUr Resource Management 
structured and placed an $Sangy sr. Cash Mom, Diision. experts, we brought in spe- 
issue of privately-placed cialists from our Corporate 
promissory notes. (Fluor is one Finance and World Corporate depart- Bankers Trust 
of several clients for whom we have ments. All worked under the guidance C 
x A d Pea aE lationshi ompany 
placed such debt. We were the first of an experienced relationship man- 
commercial bank to do so.) ager to achieve excellence. An international banking network in 
Subsequently, we were appointed Excellence is at the core of the more than 35 countries. 

A a i AA 280 Park Avenue, New York, N.Y. 10015 

co-agent by Fluor for its traditional Bankers Trust philosophy—not only 
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Exceptional vision. Poe 
Sometimes a name alone defines it. 
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We see the future and act with purpose. Confidently. And 
with commitment. 
We build engines with the best fuel efficiency . Lowest 
maintenance costs. Unmatched reliability. And we are the only 
manufacturer with three all-new third-generation turbofans. UNITED 


Clearly, exceptional vision helps produce lowest cost of TECHNOLOGIES 
ownership for airlines. PRATT& WHITNEY 
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WORLDWIDE, THE WAY TO ARAB BUSINESS ISTHE ARAB BANK. 


If you plan to do business in the Arab 
world your strategy should include 
Arab Bank Limited. 

Our focus is on Arab business. More 
than 100 of our branches and affiliated 
offices are concentrated in the Arab 
countries of the Middle East. 

Nobody knows more about the sub- 
tleties of doing business there; we've 


been at it for 54 years. Each branch 
manager is a specialist in his home 
country, steeped in the knowledge it 
takes to succeed there. And our 
network is worldwide, with branches 
in the major financial centers. 

This means, for example, a Hong 
Kong or Singapore manufacturer can 
raise capital in London or Zurich or 


New York, market products or services 
throughout the Arab world, and do it 
all through one bank. The Arab Bank. 

Get to know the Arab Bank. You can 
call us in London (01) 606-7801; in Paris 
359-34-34; in Athens 3255401; or in 
New York City (212) 715-9700. 


ARAB BANK LIMITED 





publishes a newsletter about the industry, 
are worried that some young engineers, 
too sophisticated in the arts of the venture 
capital market, are less interested in mak- 
ing something useful than in making a 
killing. A venture capital shake-out will 
be welcome if it sobers them up. 


A softer science 

Some think that California’s next growth 
industry is already on the scene. It could 
be space, if space exploration starts going 
private; California already has a strangle- 
hold on that. But many believe the right 
candidate is biotechnology. Biotechnolo- 
gy is young; still at a stage, in fact, that 
makes it more of a technique than an 
industry. But it is coming along faster 
than its originators (though not than a 
frenzied Wall Street) suggested it might 
When it made its debut in the late 1970s. 

Biotechnology involves manipulation 
of the genetic material of living cells to 
make commercial products. The products 
can be such things as drugs, varied strains 
of plants, and enzymes that can change or 
destroy chemicals (for example, impuri- 
ties in oil). The first big use of biotechnol- 
ogy products is in pharmaceuticals. Cali- 
fornia has two of the leading companies: 
Genentech, located just south of San 
Francisco, which specialises in recombi- 
nant DNA (gene-splicing) techniques; 
and San Diego’s Hybritech, which makes 
monoclonal antibodies. 

Everyone agrees that the commercial 
dimensions of biotechnology are likely to 
be vast, but its probable shape is a 
mystery. Some think that drug produc- 
tion, for example, will be carried out not 
in California (where much of the R&D in 
pharmaceutical biotechnology is being 

conducted), but by the traditional phar- 
Prnaceutical companies in the eastern 

United States. Mr Ted Greene, Hybri- 
tech’s president, vigorously disputes this. 
And if the history of microelectronics is 
anything to go by, production will come 
to the new R&D firms instead of staying 
with the older companies. (Genentech 
has already announced that it is beginning 
production for itself instead of licensing 
established drug companies to do it.) 

California has a head start. Its advan- 
tages are strong universities (there has 
never been a more university-based in- 
dustry than biotechnology) and plenty of 
venture capital. San Diego, which already 
has a strong medical science base with 
outfits like the Salk Institute and the 
Scripps Clinic, could benefit most. Spe- 
cialists who follow the business, such as 
Ms Kathy Behrens with the San Francisco 
investment bankers Robertson, Colman 
& Stephens, think California will end up 
in biotechnology, as it has in electronics, 
with twice its proportional share of the 
American business. 


THE ECONOMIST MAY 19, 1984 


|e ees : 


ONI 


Solider foundations than San Francisco's 


Good bone 
structure 


The structure of California’s economy 
leads many people to believe that it will 
go on performing well for a long time. Mr 
Bob Arnold, who is head of the Center 
for Continuing Study of the California 
Economy, in Palo Alto, makes the opti- 
mists’ case. 

First, California is doing well in low- 
technology industries, that is in the boring 
diversified manufacturing businesses 
where most manufacturing workers earn 
their paycheques. Californians’ refrigera- 
tors, books, machinery and clothes used 
to be shipped to them from other parts of 
America. Fewer now are; they are being 
made in California instead, and sold both 
there and elsewhere. 

Los Angeles benefits more than any 
other part of the state from this. Some 
175,000 low-tech manufacturing jobs 
were created in the Los Angeles basin in 
the 1970s, nearly twice the number of 
LA’s new high-tech manufacturing jobs; 


Table 2: California’s stake 
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another 150,000 low-tech jobs should — 


come rolling in during the 1980s. In 


California as a whole, diversified manu- — 


facturing ought to add some 265,000 jobs 
this decade. 


Second, the range and diversity of — 


California’s economy (particularly of its 
agriculture) protects it. If an industry or 
two goes bad, California can adjust with- 
out much pain: like America’s midwest, 
California suffered a big loss of heavy 
industry in the recession—but the loss fell 
on a much smaller proportion of the 
Californian economy. 

Third, California has twice its share of 


America’s fastest-growing high-technol- 


ogy industries; in some sectors, such as 
communications equipment and space 


spending, it is even better off than that 


(see table 2 below). Mr Arnold and his 


colleague, Mr Steve Levy, do not expect — 
California’s share of these high-technol- 
ogy businesses to grow much, but they do 
expect the state at least to hold its own 


into the 1990s. High tech gives the Cali- 
fornian economy both dynamism and 


jobs. Of the 500,000 basic jobs that the — 


California, with 10.5% of America’s people (1984), has these jobs in basic industries 


Source: Center for Continuing Study of the California Economy 


1972 1981 1991 (estimated) 
Numberof %of Numberof %of Numberof %of : 
jobs American jobs American jobs American — 

total total total 

High technology 247,200 183 468,700 226 687,000 24.4 
omputers 52,400 28.7 98,400 25.3 156,000 24.1 
Communications equipment 90,600 30.3 141,600 35.7 185,000 36.8 
Electronic components 52,000 14.7 126,100 226 206,000 24.8 
Instruments 52,200 10.1 102,600 14.1 140,000 16.9 
Aerospace 184,000 31.3 207,300 27.3 248,000 27.5 
Aircraft 135,400 27.4 147,900 228 170,000 228 
*~ Missiles & space systems 48,600 52.5 59,400 48.8 78,000 49.2 
Diversified manufacturing 1,104,800 6.4 1,342,800 7.7 1,589,000 8.3 











Californian’ economy sh 
1991, 
manufacturing. 

Lastly, California’s aerospace industry 
seems assured of generous financing for 
all of the 1980s. Almost nothing short of a 
Romanov. restoration in “Moscow could 
hange this, California's disproportionate 
hare of America’s aerospace business— 
almost twice as much per head in defence 
spending and four times as much in space 
























shrink. Mr Arnold counts on another 
40,000 jobs by 1991 from aerospace. 
With strength in. both fast-growing 






‘The signs of risk-taking are plentiful in 
California. The state gets a dispropor- 
tionate share-of venture capital. Califor- 
nians go into businesses, and out of them, 
faster than other Americans: for instance, 
while business bankruptcies in America 
t large fell a little as the country began 
‘covering last year, they nearly doubled 
n California, Californians are quicker to 
ove from one job to another. Lastly, 
here is the cheerful (not to say crazy) 
illingness of Californian consumers to 
anything new; of California’s produc- 
to supply it; and of the state’s inves- 
o finance it. 

Mr William Hambrecht, one of San 
ncisco’s most successful venture capi- 
s$, has written: 


king back, I am still.amazed at how easy 
was to raise money to start Hambrecht & 

Quist. My partner and I decided to start our 
firm one evening in San Diego. We wrote a 
tief four-page business plan on the plane 
“the next day. We visited four prominent San 
rancisco families that afternoon and by that 
evening we’had raised a million dollars. I 
couldn’t imagine doing that in New York, 
Boston or Philadelphia. 


The over-anxious debate now going on in 
urope and America about. what helps 
ntrepreneurs to flourish is producing a 
.of complicated answers. Californians 
hink that one simple thing about their 
tate is especially important: it has always 
een full of outsiders. Mr Hambrecht 
concludes his thought: 

ut here in California, our investors are only 
One generation removed from the risk takers 
who had created the capital in the first place. 
-Their willingness to take risks has its cultural 
-Toots in the pioneer traditions of this state. 
Jalifornia’s rootlessness, a product of its 
loose-jointed society and of its continual 
stream of newcomers, 




























‘take risks, personal and business ones 
alike, in a place where social connections 
count for relatively little. 

This is certainly true in Silicon Valley, 








uld create by 
some 220,000 are in higb-tech 


spending as America as a whole—will not 


has been much - 
criticised. But people do find it easier to | 


low-tech ones, with not muc concentra- 


comfort of plump regular cheques from 


the defence department and Nasa, Cali- 


fornia’s economy is a powerhouse. Mr 


Arnold and Mr Levy predict that jobs will 


grow in California half again-as fastas in 
America at large until the 1990s. ° This 


sounds right—provided that two things: 


happen: California’s people do not lose 
their zip; and California still seems. an 
attractive place to come to (or stay in)}:to 
the high-tech people who could go to 
Arizona, Texas or Florida instead. 


Origins of audacity 


where nothing at all counts but what you‘ 
can do, But there is a receptivity to new’ 


people that reaches to the top of Califor- 


» nia’s business establishment. Mr Charles 


Lynch, who is the head of Saga Corpora- 
tion, the food retailer, says he is still 
surprised that only seven years after com- 
ing to California from. America’s east 
coast, he has become chairman of the 
California Business Roundtable, a public- 
ly active organisation whose members are 
the chief executives of California’s big- 
gest companies. Welcoming the new, es- 
pecially new people, may be California’s 
secret. 


Welcome to Gold 
Mountain 


California has had to be hospitable: its 
economic growth is so fast that a ceaseless 
stream of immigrants has been needed 
since the nineteenth century to feed it. 
The crest came between 1940 and 1965; in 
1961 an average of more than 1,300 
people a day moved into California. The 
flow is still strong: another 250,000 new- 
comers are expected this year. 

The new Californian immigrants are 
like the old ones in the zest and energy 
that they bring to the state. But they 
differ in an important way: where they 
come from. Most newcomers used to be 
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tion in any one industry and with the- 


- less. than: its:share. of blacks; and three 


MeriCAa | Nearly half 
still are, but most Californian immigrants 
these days come from east Asia and south 
of the border—especially Mexico. 

This is producing major changes in 
California's. ethnic. character, which dif- 
fers substantially from that of the rest of 
the United States. California now has 
about 20% less than ¿its proportionate 
share of non-Hispanic: whites and:a third 


times its share of Hispanics and Asians. 
California’s ethnic make-up in relation to 
that of the. United States will go on 
changing for the rest of the century (see 
chart lon next page). But all of America 
is moving slowly. towards a different eth- 
nic balance: one that reflects the world 
instead of just Europe. 
California will get there first. By the 
year 2000 it will be only about 55% non: 
Hispanic. white. About 28% of Califor- 
nians will be Hispanic, some 10% Asian 
and 7% black. In some ways the big shifts 
are closer at hand: non-Hispanic whites 
are probably already-a minority :of the 
population of Los Angeles county; in a 
few years.the same thing will be true of 
California’s school-age population. 

Most of the deeper consequences. of 
this are hard to predict, but some should 
prove a real boon. An example is the: 
effect on the state's age distribution. Like 
Europeans,-non-Hispanic white Califor- 
nians have a barely positive rate of natu- 
ral increase. If California had to rely on 
them, it would soon have a creaky popu- 
lation. The minorities will stop that from. 
happening: they.are still having children, 
and arriving immigrants are in the most 
economically productive age group. At 
about the time that Japan's economy 
starts being crushed under the weight, of 4 
its swiftly ageing population, California's. 
balance between producing workers and 
pensioners should be holding steady (see 
chart 2 on next page). 

The short-run consequences are easier 
to see. Californians tend to be happy with 
them. There seems to be little. racial 
tension; indeed, not much.conscigusness 
of race. California is lucky to have the. 
immigrants: they are bringing to Califor- 


























































Can’t we come in? 


nia’s economy more of the freshness and 
ambition that make it thrive. But there 
are both great benefits and possible dan- 
gers in the immigration. Consider the two 
largest groups, Asians and Hispanics. 

It will be a long time before any tie of 
California’s to the Asian countries of the 
Pacific rim is more important than the 
people it imports from them. Asian immi- 
gration to California has gone on inter- 
mittently since Chinese labourers started 
crossing the Pacific for “Gold Mountain” 
in the nineteenth century to work on the 
railroad. California is the favourite 
American destination of Asian immi- 
grants, of whom (depending on their 
origin) it has three to five times its share. 

Asian-Americans are America’s most 
successful ethnic group, with educational 
and income levels that easily outstrip 
those of the white population. The new 
Asian immigrants give every sign that 
they will follow the same path. 


Young Californians 
Old age dependency ratio* 


California, 


by ethnic group 5 


Black apr me 


Non-Hispanic 
white 


Hispanic 


Sources: United Nations; CCSCE 
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California has been particularly fortu- 
nate with the Vietnamese. It is easy after 
talking to Silicon Valley entrepreneurs 
and venture capitalists to believe that one 
of the best things to have happened to 
California recently is that America lost 
the Vietnam war. While everybody else 
was stupidly trying to keep them away, 
California was lucky enough to get 
100,000 Vietnamese refugees—about 
four times its share of America’s intake. 
They are working extraordinarily hard, 
especially in electronics, and rising fast. 

California is sweeping the table too in 
Filipinos who do not like life under the 
Marcos regime, particularly professionals 
such as accountants. The state has at least 
half the Filipinos in America (400,000 in 
California by the official count, probably 
twice that in fact). Their household in- 
come already beats the American aver- 
age. Other Asians making their mark 
include Koreans and Taiwanese. 


1980 [ij 2000 
25 


International 
comparison 


United 
States 


W&N 


California Europe' 


Japan 





*Number of people aged 65 or over as a % of the population aged 15-64 tAs defined by UN 





Different faces 
Ethnic distribution of total population (%) 


United 


California States 


1980 


Non-Hispanic 
white 66-6 


Hispanic 
19:2 


Asian and other 6-7 


California 


Non-Hispanic 
white 54:8 


United 
States 


Hispanic 
28-1 


Asian and other 10:0—— 


Source: Center for Continuing Study of the Calitornia Economy 


Mexican immigration, however, is a 
much more touchy subject: the volume of 
the flow is far larger than that from Asia, 
and most of it is illegal. Numbers are 
mostly guesswork (for a careful guess at 
where new Californians will come from, 
see table 3 on the next page). But it is 
certain that illegal Mexican (and other 
Central American) workers matter to at 
least three sectors of California’s econo- 
my. They are indispensable to restaurants 
and hotels and for the state’s agribusi- 
ness; and they are important to the suc- 
cess of the diversified manufacturing 
businesses in the Los Angeles basin. 

The porosity of the Mexican-American 
border, together with the effective lack of 
government control in America of the 
wages. and working conditions of the 
illegal immigrants, means that the flows 
into and out of California are regulated 
almost entirely by the economic equilibri- 
um between California and Mexico. Ev- 
eryone assumes that there has been a big 
rise in the influx since Mexico’s economy 
faltered in 1982. Some experts dispute 
this: Mr Leo Estrada of UCLA, for 
instance, believes that the net inflow 
(those who come and stay permanently) 
was larger in the late 1960s than now. 

A lot of Americans, however, especial- 
ly in Washington, DC, see no sign of 
balance in the situation at all. The Simp- 
son-Mazzoli bill, which has been before 
congress for two years, would try to stop 
illegal immigration by reducing the aliens’ 
incentive to come: employers who hired 
illegal workers would be penalised. The 
bill has been passed by the senate and is 
pending in the house of representatives. 

The bill could, if enacted and if en- 
forced (two big ifs), seriously affect some 
parts of California. Californians are am- 
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Table 3: The next generation 


Estimated range of California's population increase 1980-2000 (in 000s) (1980 population: 23.7m) 


Natural increase Migration from US Immigration Total 
Non-Hispanic white 540-570 910-1,810 200-230 1,680-2,580 
Hispanic 1,860-2,130 —100-120 1,200-2,360 3,170-4,390 
Black 310-320 130-260 18-20 460-610 
Asian 430-450 —40-40 1,040-1,220 1,220-1,530 
Total 3,200-3,410 900-2,230 2,450-3,830 7,880-8,140 
(% of overall total) (41-42%) (11-28%) (31-47%) (100 %) 


Source: Center for Continuing Study of the California Economy 


bivalent. No one is in favour of illegality, 
especially since one result of it is that 
illegal workers can be (and sometimes 
are) mistreated with impunity. But many 
Californians realise that the present legal 
twilight has been good for California’s 
economy in two respects. First, the reser- 
voir of low-wage immigrant labour in Los 
Angeles has helped to power its manufac- 
turing growth, which is one of the main 
things helping California’s economy to do 


better than America’s. 

The semi-permeable barrier to immi- 
grants helps California in a more impor- 
tant way. Immigrants of all kinds tend to 
be adventurous people. Those who are 
illegal as well have to be that much more 
resourceful, The illegal immigrants who 
make it into California and settle (who 
include plenty of Asians, especially Filipi- 
nos, as well as Mexicans) are people that 
any sensible society would want. 


Stumbling blocks 


Of all the things that went wrong with 
California in the late 1970s, the one that 
still seems the most threatening is high 
house prices. The gap between Califor- 
nian and American prices narrowed dur- 
ing the recession. But California’s market 
has recovered quickly: house building 
permits this year could reach 210,000, the 
highest since 1979; average prices may 
rise by 8%, which would bring California 
back to the American pace of increase. 

This revives the unpleasant prospect 
that California’s economic growth could 
be throttled by high house prices. In 1980 
two professors at the University of Cali- 
fornia, Mr Larry Kimbell and Mr David 
Shulman, argued that a large discrepancy 
between Californian and American prices 
reduces the flow of migrants into the state 
and thus cuts back the state’s economic 
growth. Mr Shulman, now with a real 
estate firm, sticks to his guns: California’s 
long-run real growth rate, he says, is 
reduced by two thirds, from 5% to 14%, 
because of high home prices. 

Others are not so sure. Californian 
homebuyers seem to be ignoring rising 
interest rates completely. The gloomy 
explanation of this is that a new bout of 
Californian real estate speculation has 
begun, stimulated this time by heavy 
interest-rate discounting in the competi- 
tive mortgage financing business. 

Mr Anthony Frank, who ran the state’s 
housing finance agency under Governor 
Jerry Brown and who now heads San 
Francisco-based First Nationwide Sav- 
ings, offers a cheerful alternative to ex- 
plain the burst of home buying. The 
house-price crisis, he scoffs, is yesterday’s 
news. It was really just a first-time home 
buyers’ crisis in the first place (others had 
their own houses to trade up with, or help 


from their companies if they came from 
other states). 

The crisis was caused by strict land-use 
controls and high government fees. (This 
is confirmed by Mr Kenneth Rosen, a 
housing expert at Berkeley, who says 
these factors accounted for more -than 
60% of the Californian price premium.) 
Frightened local governments have re- 
lented, says Mr Frank, and it is once 
again possible to build houses, smaller 
than before and closer to their neigh- 
bours, and make a profit selling them for 
$70,000-100,000. He does it all the time. 

It is a good argument. Nothing could be 
better for California than to see the 
housing statistics start to bear it out. 


a OOO ee 
Join us, if you can afford it 


The new consensus 


There is little that California’s govern- 
ment can do about the state’s economy, 
including the level of its house prices; but 
there is quite a lot that it can do which 
makes California a desirable place or not 
for people to live and businesses to oper- 
ate. A feeling took hold among most 
Californian businessmen that under Mr 
Jerry Brown, a Democrat who was the 
state’s governor from 1975 until last year, 
California was starting to fail on both 
counts. Anxiety over the state’s “business 
climate” became almost hysterical when a 
new co-operative research organisation 
called the Microelectronics and Comput- 
er Technology Research Corporation 
(MCC) decided in the autumn of 1983 to 
locate itself in Texas instead of 
California. 

The reaction to MCC’s decision was 
overblown, and there is more than a 
touch of wounded vanity to some of the 
complaints about Mr Brown. (He had 
little use for the normal civilities of public 
life and none at all for any businessmen 
other than Silicon Valley entrepreneurs, 
who are still rather drawn to him.) But 
things were actually going wrong in the 
late 1970s. Mr Brown, who is philosophi- 
cally sceptical about the ability of a gov- 
ernment to do much good, did nothing 
about them. 

Under Mr George Deukmejian, Mr 
Brown’s Republican successor, the atmo- 
sphere in Sacramento is now more har- 
monious. Mr Deukmejian fought hard 
last year with the state’s Democrat-con- 
trolled legislature over budget cuts. But 
with California’s economy humming, the 
politicians this year have the happier task 
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ch an aircraft is flying. The map can be projected on standard color | 
hite cockpit displays or on the head-up display. Like paper charts, 
ghes map can show the aircraft's actual postion or be "unfolded" electron 

let the pilot look ahead. It can be presented in a shaded relief pl 

sh like a standard paper chart, or in a perspective view as though th 
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deq to reduce Flutter and improve display readability. 


ll improve its air. idelenae system with 18 mobile radars and accompanyi 
ibution centers. Each new Acquisition Radar and Control System (ARCS) 
replace three radars and multiple control centers required by a standard 


-Hawk missile battery. . The system incorporates the Low Altitude Surve 
Radar built by Hughes and displays built by Kongsberg Vaapenfabrikk of — 
he radar radiates pencil-thin beams at multiple frequencies, which are 
ab. tomatically detect and track low-level threats, including helicopters 
and igh-performance aircraft. ARCS provides significantly improved performance 
through severe clutter and electronic countermeasures. It can be moved to rugge 
locations and set up in minutes. The ARCS Adapted-Hawk, which substantially 
lowers ee and maintenance cesta; is controlled by two operators. 


"Low-voltage power supply gibadicnb lise for the multimode, multimission radar ote 
‘Spain's EF-18 Hornet aircraft will be coproduced by Marconi Espanola, S.A. (MES 


of Madrid. This program is part of an overall commitment to include Spanish 
industry in production of the aircraft's AN/APG-65 radar. MESA, an ITT-Spain 
company, will coproduce low-voltage power supplies for the radar' s signal and 


= data processors. Marconi will establish new facilities, upgrade its calibra a 
capability, install and commission specialized test and manufacturing equipt 

- and send personnel for training at Hughes in preparation for coproduction.. The 
<= first units are planned to be incorporated in radars to be delivered from Hughe: 


_ to McDonnell Douglas under the 1985 fiscal-year contract. The McDonnell Doug 


= F/A-18 is in service with the U.S. Navy and Marine Corps and the Canadian Forces. 


os It has been ordered by the Royal Australian Air Force in addition to Spain. 
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Experience, professionalism 
and performance 
you can trade on. 


More and more institutional in- 
estors are turning to the futures 
arkets as a risk management 
Dol and as a means to provide 
eeded leverage and increased 
Bturns on their portfolios. They 
ave discovered that futures, when 
broperly managed, are essential 
D overall investment management 
nd asset protection. 

That's where Balfour, Maclaine 
omes in. As one of the oldest 

tures Commission Merchants in 
peration today, we have the 
xperience, professionalism and 
erformance to help you analyze 
e markets and use them 
ffectively. 


Balfour, Maclaine specializes in 
serving the needs of commercial 
investors. We offer a complete range 
of products and operational sup- 
port systems fo fully assist our 
clients in all aspects of futures 
trading. Balfour, Maclaine provides 
up-to-the-minute trading informa- 
tion, market analysis, price move- 
ment forecasting, rapid order 
execution and timely reporting of 
all transactions. All services are 
tailored to your individual 
requirements. 


Whether your interest is in agri- 
cultural, industrial, precious metals, 
financial futures or the new stock 
index futures, Balfour, Maclaine has 
the experience, professionalism 
and performance to help improve 
your bottom line. through effective 
risk management. 


Call or write us today for com- 
plete information. 


Balfour, Maclaine Inc. 


Wall Street Plaza 
New York, NY 10005 
(800) 221-1655 / (212) 425-2100 


Chicago Office 

175 West Jackson Street 
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Brown’s limits ae 


of deciding how the $4.5 billion-$5 billion 
extra they will get to spend thanks to the 
recovery should be divided up. 

What seems to have happened, apart 
from the calming influence of a fat budget 
surplus, is that a consensus has now 
developed about what California’s gov- 
ernment should busy itself with. This 
contrasts with the fractiousness of the late 
1970s over the state government’s role. A 
good example is the change in mood 
about proposition 13. This product of the 
tax revolt has been completely accepted, 
but there is no support, as there was for a 
while in the early 1980s, for the idea of 
pushing it farther to take even more 
spending power out of state and local 
governments’ hands. In fact, there are 
now proposals, one of which is supported 
‘by Mr Deukmejian, to make it easier for 

local governments to win voter approval 
for general spending bonds. 

The principal issue on which a consen- 
sus has been reached is education. Cali- 
fornia was beginning to fail badly in 
teaching even basic skills to its schoolchil- 
dren. There were two harmful conse- 
quences for Californian business: the 
quality of the workforce was falling; and 
California started seeming a less attrac- 
tive place to young engineers, for exam- 
ple, with children to bring up. 

Mr Bill Honig, who was elected as the 
state’s schools superintendent in 1982 on 
a platform of raising educational stan- 
dards, has been pressing both for more 
money and for teaching and curriculum 
reforms. Mr Deukmejian has proposed 
an extra $900m for schools in this year’s 
budget to carry out Mr Honig’s reforms. 
Mr Honig has said $300m more on top of 
that is needed; his standing in the state is 
so high that he may be able to get it out of 
the legislature even without the gover- 
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nor’s support. 

Mr Deukmejian has been even quicker 
to give a transfusion to the University of 
California, whose role in lifting California 
to the top in highly skilled industries has 
long been important. The university did 
not do well under Governor Reagan and 
was an especially unpopular state agency 
with Governor Jerry Brown. By the end 
of his term, its faculty was beginning to 
seep away to other states. Mr Deukme- 
jian has asked for a 30% increase in the 
university’s budget for this year. 

Transport is another area where the 
money is starting to flow again. It is 
needed. Even Mr Brown’s Silicon Valley 
supporters, some of whom have been 
wasting two hours a day sitting in traffic, 
fault him for his anti-highway building 
policy. Mr Deukmejian wants to spend 
$1.8 billion this year for repairs and new 
construction. 

Much of the heat has gone out of the 
argument over the environment. Some 
environmentalists had expected Mr 
Deukmejian to follow the radical lead Mr 
Reagan gave from Washington and ap- 
point environmental administrators who 
had little sympathy for the laws they were 
supposed to enforce. This did not hap- 
pen. Mr Deukmejian’s environment 
chief, Mr Gordon Duffy, describes him- 
self as a conciliator; he has no quarrel 
with California’s environmental laws. Mr 
Deukmejian met this February with some 
representatives of environmental organi- 
sations, and one of them said the meeting 
was surprisingly cordial. 

The reason Mr Deukmejian is not 
giving the environmentalists much to sink 
their teeth into is that there was always 
less disagreement about environmental 
protection than appeared on the surface. 
Mr Brown’s administrators exasperated 
businessmen; but few in business dispute 
the need for the laws, or even for their 
stringency. 

Well-off Californians have always had 
a streak of environmentalism, especially 
where their neighbourhoods were con- 
cerned. Now there is more to it. Many 
people are beginning to see a link be- 
tween environmental protection and eco- 
nomic growth. One of California’s princi- 
pal attractions has always been its 
physical beauty. The importance of this is 
likely to increase, if only because it mat- 
ters to the people who work in the high- 
tech businesses that can move to another 
sunny place if California loses its charms. 

California is also making progress in 
reining in health-care costs. This is largely 
the responsibility of the federal govern- 
ment, whose Medicare programme deter- 
mines much of the price structure of 
American health care. However, Califor- 
nia began an interesting experiment with 
a 1982 law that has saved $160m-200m in 
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the state’s budget for health care for the — 

poor, and is helping to establish more — 
competition in the private health-care — 
industry. a 

On the private side, the Californian law 
removed obstacles to all-inclusive, fixed- 
price deals between medical providers K 
(hospitals or groups of doctors) and medi- 
cal bill-payers (companies or insurers). 
Several preferred-provider organisation 
(PPO) deals, as they are called, have — 
been made, although few PPOs are yet 
operating. i 

The new law has given a push to a 
process that is anyway moving faster in 
California than elsewhere. Mr Bruce An- 
drews, the chief financial officer of a Los 
Angeles-based health-care company — 
called American Medical International, 
says that the changes in Medicare pay- — 
ment rules now being imposed will fall 
more heavily on California than on other 
States (because California was already 
more efficient and therefore has less of a — 
margin for the cost cuts that now have to 
be made). This, together with a doctor — 
and nurse glut, California’s strong tradi- _ 
tion in health maintenance organisations — 
(HMOs), alternative forms of health-care — 
delivery (for example, shopping centre — 
outlets: Doc-in-a-Box, says Mr An- — 
drews), and the willingness of employees _ 
to accept PPO benefits instead of old- — 
style health plans, are putting a lot of 
pressure on health costs in California. Mr 
Andrews predicts that overall health-care — 
expenses in California will not rise for the 
next two to three years. 

Taxes, once a big gripe of Californian — 
business, have been declining; since prop- 
osition 13, California has ranked about 
average among American states in its tax 
burden. One very sore point remains, — 
however: unitary tax (that is, a tax on — 
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corporations based on their worldwide, 
not just their Californian, income). Cali- 
fornia has a legal right to impose it, but 
state officials recognise that it discourages 
foreign investment. Mr Deukmejian rec- 


ommended early in May that companies 
should be allowed a choice of taxation 
based either on worldwide or America- 
wide income. Business reaction to this 
olive branch has yet to come in. 


The party’s just begun 


Californians have never stopped wonder- 
ing when the good times would end. Their 
unCalifornian self-doubt has always been 
misplaced before. Will they have better 
reason to feel doubtful the next time their 
state suffers a downturn? 

What has happened in the past 10 years 
says no. Two booms and two recessions, 
one of them severe, have produced an 
economy that is several steps ahead of 
most others outside east Asia. In the 
booms California threw itself twice as far 
as America at large did into tomorrow’s 
dominant industries. In the last recession 
it quickly wrung jobs out of heavy indus- 
tries that cannot continue to exist as big 
employers in advanced countries. The 
payoff is coming in growth figures that are 
a lot higher than anyone was predicting 
even as recently as January this year. 

Still, the doubts persist, and some of 
them are worth keeping in mind. One of 
the weaknesses of California’s economy is 
that while the state is very large it is not its 
own master. Like any other American 
state, it can be raised up or laid low by the 
federal government's fiscal and monetary 
policies. 

The biggest threat to California that is 
beyond its control comes not from eco- 
nomic mismanagement in Washington, 
however, but from its south. California is 
on a knife’s edge with its Mexican and 
Central American immigrant population. 
The immigrants have enriched the state; 
but even people happy with present levels 
of immigration think that the state’s ab- 
sorptive capacity would be tried by any- 
thing much larger. 

The national governments pretend oth- 
erwise, but the tides of Mexicans into 
California and back have been deter- 
mined by forces beyond their control. 
One force that could send an inundatirg 
wave of refugees into California is a 
major political breakdown in Mexico. 
Most Californians who think seriously 
about their state’s relations with Mexico 
believe this is improbable. But it is said 
that a Mexican government study shows 
that Mexico must generate some 250,000 
jobs a year for a decade—something that 
no one thinks will happen—to keep its 
unemployment rate below the potentially 
explosive figure of 45%. 

It is not external shocks like those that 
worry many Californians. It is the state’s 
possible inability to cope with its own 
growth. This is what most of the questions 


that disquieted Californians in the late 
1970s were about. None has been more 
troubling than high house prices, a prob- 
lem that may or may not be on its way to 
some solution. But there are others: the 
back-up of smog against the mountains 
east of Los Angeles; and the time spent 
commuting, which is beginning to reach 
the limits of endurance. New technology 
is capable of producing solutions to this 
kind of problem. Telecommuting is the 
obvious one. But it is coming too slowly; 
will the freeways become saturated first? 

Some fret too about the effects of the 
new technology. While the income of 
those in jobs shoots up effortlessly in 
California, family income does not; in the 
midst of California’s prosperity, the pro- 
portion of its poor children goes on rising. 
Like Mr Corrigan at LSI Logic, Califor- 
nia’s schools superintendent Mr Honig 
believes that unskilled jobs are going to 
disappear. Mr Honig thinks California’s 
schools must be prepared to train every- 
body, not just the 25-50% of today, up to 
university level. But can everyone learn 
to that level? 

A disaster can strike any economy, of 
course, and California, which lives above 
several earthquake faults, knows that 
things can go wrong quickly. But for all 
the cautions, this would be a strange time 
for Californians to feel uneasy. California 
is strong in just the things that the pattern 
of world economic growth for the next 20 
years should reward most handsomely. 

California’s economy is very flexible 
(especially its labour markets), and the 
state’s industrial mix could not be better: 
it is heavily concentrated in the advanced 
world’s growth industries, but has a solid 
base of smoothly running mature ones. In 
agriculture, its productivity in high-value 
crops cannot be beaten anywhere. It is 
geographically placed to have a jump on 
the rest of the United States and Europe 
in trading with the fast-growing econo- 
mies of east and south-east Asia. 

Important as all that is, it is not Califor- 
nia’s real strength. California is in the 
position, a unique one for any place since 
nineteenth-century America, of being 
able to draw to itself the most talented 
and ambitious individuals from a huge 
pool of people. The difference is that 
California’s pool is much larger: it in- 
cludes not only Europe, but also Mexico 
and Central America, east and south-east 
Asia—and the rest of the United States. 


At the upper end people are drawn to 
California by the sophisticated businesses 
already there and by its physical attrac- 
tions (which is why the idea of protecting 
its environment is not anti-growth). Mr 
Robert Anderson, the chairman of the 
Los Angeles-based oil company Atlantic 
Richfield (but not himself a resident of 
California), says: 

The state’s climate and country have an 

allure that is second to no place on earth. 

This makes it easy to attract and hold a 

singularly able group of young people. 
People from the bottom come for two 
reasons. One is that the rewards for hard 
work are swift and sure in an economy as 
big and as fast-growing as California’s. 
Vietnamese refugees who 10 years ago 
were floating in boats in the south China 
sea today own $400,000 homes in Orange 
county. The other reason, just as impor, 
tant (how many striving Vietnamese d 
you find in Tokyo?), is that California’s 
social slate is still pretty clean. Nobody is 
an outsider in California; and a changing 
ethnic mix poses no threat when your 
identity depends, as Californians’ do, not 
at all on where you come from but only on 
what you do. 

The continuous leavening of newcom- 
ers keeps all of California on its toes. If 
you have energy, and want to do some- 
thing, there is not much to stop you from 
doing it. It is the optimists, not the 
cautious, who are right and who are 
rewarded in California. 

California is in the happy position of 
having risen so fast that it is at the same 
time both a youthful society and at the 
peak of its economic powers. That lucky 
combination will not last forever. Growth 
does create its own limits, and at some 
point every economy runs into them. For 
California that day is still far off. 
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Weve re-created the Duke of Windsor’ favorite lobby wicker chair 
inthe guest rooms upstairs. 


And General MacArthur’ favorite Lapu Lapu dish 
in the Champagne Room downstairs. 


The grand old manners 
and impeccable personal 
service you thought were long 
gone are still very much alive 
at The Manila Hotel. 

The magnificent lobby 
with marbled floors and 
gleaming columns still has 
white-tuniced attendants to 
answer a guest's every wish. 

Strolling Philharmonic 
string sections still play during 

umptuous gourmet dinners. 

p There's still a uniformed 

attendant at your service on 
every floor. 

Today, The Manila Hotel 
is back to pamper you with 
all the old traditional service 
and attention that once pam- 
pered movie stars and royalty. 
And with modern comforts 


they never knew. Like cord- 
less telephones at your res- 
taurant table or lobby chairs, 
color TV in every room, a 
swimming pool with 
swim-in “wet” bar, 
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There are perhaps a dozen incredible 
places you must see in the Orient. 
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pondents in over 40 countries Foreign Report has 
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The lawyers go in 


After ten weeks of reticence, lawyers 

have at last appeared on the scene of the 

miners’ strike. The government is not 
leased. 

The occasion was the strikers’ biggest 

ally to date, on May 14th in Mansfield in 
rebel Nottinghamshire, where most pits 
are still working. As the initially peaceful 
rally came to an end, a number of hard- 
drinking miners went on a rampage which 
left a dozen policemen injured and 57 
men arrested. The following day, Not- 
tinghamshire’s exasperated chief consta- 
ble, Mr Charles McLachlan, decided to 
press serious charges of riotous assembly 
‘against them, rather than the more nor- 
mal “breach of the peace” charges. 

Riot is a common law, rather than 
statute law, offence and can carry severe 
penalties, including unlimited imprison- 
ment at the discretion of a judge. Impris- 
onment of miners is the last thing either 
the coal board or the government wants 
just now. So far, ministers have been 
successful in discouraging businessmen or 
others suffering from the coal dispute 

rom using the government's anti-second- 


They were quieter at the start 
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ary action laws in the dispute. They have 
wanted to leave the strike to crumble 
from within, and decided that anything 
which might politicise it and thus win 
wider union sympathy for Mr Scargill was 
to be avoided. 

Mr McLachlan’s move—police chiefs 
have complete autonomy in what charges 
they choose to press—clearly threatens 
this strategy. The cabinet is praying that 
the local judiciary will not interpret an 
archaic and little-used law in a way that 
will hand Mr Scargill his martyrs. Memo- 
ries of Mr Edward Heath’s humiliating 
recourse to the official solicitor to rescue 
a group of dock workers from prison 
under his own industrial relations act are 
still damp in ministers’ minds. 

Nottingham’s miners seem determined 
not to be outdone -by their chief consta- 
ble. This week they decided to take the 
NUM'’s national and local leadership to 
court to declare the strike call unconstitu- 
tional. The NUM’s rules state that a 
national strike can be called only as a 
result of a national ballot. Mr Scargill has 


persistently refused to hold such a nation- ' 
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al ballot, relying instead on flying pickets _ 


who invade areas which have voted not to 


strike. What difference Nottingham’s le- — 
gal action will make to the increasingly - 


vicious campaign of pickets against work- 


ing miners and their families is doubtful. 
The campaign is now alleged to include 
attacks on their homes and tampering 
with their vehicles. 


Both the court cases, while worrying 
the government, will further embarrass — 


union and Labour party leaders, who 


have found themselves most reluctant 


supporters of the miners’ action. Mr Neil 


Kinnock remains the most uncomfortable. - 


of all. He and his deputy, Mr Roy Hat- 
tersley, have spent the past fortnight 
mouthing the formula that “if I were a 
Nottinghamshire miner I would be on 
strike”. Neither dares identify too closely 
with Mr Scargill, whose far-left histrionics 
are regarded as deeply damaging to the 
Labour party. Yet it is embedded in 


Labour history that the party leadership, zii 
at least in opposition, must not deserta ~ 


major striking union. Mr Kinnock is pri- 
vately seething with anger at being so 


trapped while still on what he regards as- 


his honeymoon and is searching for some 
role to play. In a despairing initiative on 
Wednesday, 
patched its energy spokesman, Mr Stan 
Orme, to talk to Mr Scargill and (it 
hoped) to Mr MacGregor. 

Mr Scargill’s rhetoric has instead been 


the shadow cabinet des-- 


suggesting that he should do Mr Kin-. 


nock’s job; the miners’ leader said this 
week that this strike was aimed at “rolling 


back the years of Thatcherism”. The — 


electric power workers’ leader, Mr Eric 


Hammond, promptly retorted that his . 4 


union would not be used as a “domino to 
topple the government” 


. The road trans- 


port and rail unions have offered Mr 


Scargill support at national level, 


but 3# 


many power and transport workers— 


whose co-operation is crucial to making 
the strike effective—see no reason why 
they should forgo income to help miners 


_ who rarely help them and who have yet to 


ballot their members. Truck drivers are 


continuing to ferry coal (at £50 a trip) into 


Scotland’s Ravenscraig steel. works—to ] 


the fury of rail workers who are support- 

ing the strike in that region. 
Organisations representing the colliery 

managers and their deputies are carrying 


messages between coal board headquar- 


ters and the union, but at mid-week — 





a a'deal: Mr Scargill says: he will never ‘talk 
„about redundancies or the closure of 
. _ unexhausted pits; the coal board wants to 
- talk about just that. This week 42 pits 


; = were working normally, it said, with 122 
idle. The government appears justified in 











its confidence that it can last out a long 


- strike. Mr Scargill warned his members 


this week that they may have to stay out 


until December. 


Homosexuals and police 





No love lost 


The two plain-clothes police officers who 
arrested Mr Keith Hampson, MP, in the 


A ‘Gay Theatre, Soho, on May 3rd may 
perhaps have had decent law-enforcing 
` reasons for, being there. The theatre’s 


manager was fined £200 in March for 


-keeping a disorderly house—in other 


words, a brothel. From the notice fixed to 
the lavatory door that forbids more than 
one. gentleman to enter at a time, it 
appears that the theatre is now trying to 
stay out of trouble and limit its attractions 
to those of young men taking their clothes 


-off on stage, against which there is no 


law. It would be natural for the police to 
check up that this was all that, was hap- 
pening in the theatre. 

But the Metropolitan police force is not 
famous for its tolerance of homosexuals. 


Last year the Policy Studies Institute 


identified “ʻa very strong condemnation of 
homosexuals among many policemen”. A 
‘series of recent cases has led to a growing 
feeling among the gay community that it 


- is under attack. Gay’s the Word, a book- 


shop in Bloomsbury, was raided by cus- 


Public people’s private lives 


` Mr Keith Hampson, parliamentary pri- 
vate secretary (PPS) to Mr Michael He- 
seltine at the ministry of defence, was 
arrested in a Soho homosexual theatre 
on the evening of May 3rd. Mr Heseltine 
heard about it only on May 12th; Down- 
ing Street had heard the previous night, 
after press inquiries. Civil servants are 
required to tell their department if they 
are charged with an offence and refused 
bail (but not if they get it), or if they are 
convicted. Neither ministers nor mem- 
bers of parliament have to report their 
brushes with the law. 
Twenty years ago, in the case of the 
then secretary for war, Mr John Pro- 
fumo, Lord Denning reported: “‘It is no 
part of the duty of the police to pry into 
the private lives of anyone. . . . Even if 
they come across discreditable incidents 
in the life of a minister, they are not to 
report it—save only if it appears that the 
security of the country may be endan- 
gered, when they should report it to the 
security service”. 
Under the Denning guidelines, should 
the police have reported the Hampson 
incident? A PPS is not a minister, gets no 


toms and excise officials last month. They 
seized a third of its stock, and took 
videos—including Coronation Street and 
Crufts Dog Show—from the home of the 
manager. Most alarming have been the 
cases in the Earls Court area of London in 
which defendants have claimed—to the 
satisfaction of juries—that provocatively 
dressed policemen had invited sexual ad- 
vances, and then arrested them for persis- 
tent importuning. 

It is by no means certain that the police 





A gay bar: chgortuk decent—and probably being watched by sanebody 
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pay, but may see a great deal of official 
information: the defence secretary’s PPS 
has a more sensitive job than most. 

In 1972, two ministers resigned after it 
became known they associated with 
prostitutes. Lord Jellicoe’s discreet liai- 
sons were thought not to compromise 
him. Lord Lambton’s more exotic pas- 
times were thought to have laid him 
open to blackmail. 

Civil servants are subject to positive 
vetting (useless though it often is). Min- 
isters are not; but the head of MIS would 
pass the word to the prime minister if a 
risky appointment seemed on the cards.. 
It would seem sensible to oblige minis- 
ters and senior civil servants alike to tell 
the cabinet secretary of any trouble with 
the law, with no nonsensé about distinc- 
tions between refusal of bail and convic- 
tion. The police equally should have to 
tell the security people if ministers, or 
their parliamentary assistants, are arrest- 
ed—rightly or wrongly. The danger to 
security is not from drunks or homosex- 
uals as such, but from potential victims 
of blackmail: any furtive behaviour mey 
open the door to illicit pressure. 





are behaving any worse towards homo- 
sexuals than they have for some time. But 
there is a growing feeling of alarm, and it 
was largely the Earls Court cases which 
prompted an (unsuccessful) attempt to 
amend the police and criminal evidence 
bill to prevent the use of agents provoca- 
teurs. Home office ministers have pointed 
out that police guidelines already forbid 
officers to counsel, incite or procure a 
crime, and they say they intend to make 
the rules even clearer on this point. The 
gay community will certainly need more 
than that to allay its fears. 

The law on importuning needs chang- 
ing. Originally intended to prevent im- 
portuning of women by men, it is now 
used exclusively against homosexuals. 
And the whole question of police surveil- 
lance of “indecency” needs another look. 
This week a former top diplomat was 
convicted of the usual offence in a men’s 
lavatory on the evidence of police officers 
who had climbed over from the women’s 
lavatory to watch him. A Welsh Labour 
MP was convicted last winter of impor- 
tuning outside a public lavatory. Such 
cases are the tip of the iceberg. What real 
public purpose do they serve? 

The offence of indecent assault for 
which Mr Hampson was arrested is not 
one for which agents provocateurs have 
been used in the past, nor has any evi- 
dence been produced that provocation 
was employed on this occasion. But when 
he eventually is brought to court, atten- 
tion will be focused at least as much on 
police behaviour as on Mr Hampson’s. 
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' tly sit on company boards. 
there is a perfectly reasonable 
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the next budget or the pros- 


s. At the moment, the treasury is 
_ more divorced than any other Whitehall 
department from the world of the private 
ctor. Its influence is wielded through 


: at Being a non-executive di- 

; an unsatisfactory way of under- 

jing how a company operates—and 
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-The Conseh: ve party has just complet- 
ed its first ever competitive open exami- 
nation for the appointment of its elite 
backroom boys—the research depart- 
ment desk officers. In the past, “central 
office”, as Tories know their party head- 
quarters in Smith Square, has relied on 
the old boy net. This time candidates 
faced a three-part examination, oral and 
written, designed by. Professor Lord Be- 
loff, chairman of the. research depart- 
ment, and Mr Peter Cropper, ‘its 
director, 


_. Out of, the 120 young graduates who 
applied, four, all in their mid-twenties, 


will shortly receive letters from the party 
chairman, Mr John Gummer, offering 
them two-year appointments at salaries 
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- Although the new selec 
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of about £8,000. Although this is compa- 


rable to the pay of fast-track entrants 
into the civil service, no Tory researcher 
can hope to keep pace im salary with his 
mandarin peers for long. But he will 


more sensitive handling. There are, after 
all, members of parliament (some of them 
on the commons sub-committee) who 
question whether civil servants should 
ever take jobs in the private sector after 
they retire. Yet the potential for conflicts 
of interest for those who build links with 
private companies in mid-career is very 
much greater. . 


Defence 


The ships, but not 
the men 


Britain will raise its defence spending by 
more than £1 billion this fiscal year, to 
£17.4 billion, according to the annual 
defence white paper, published on Mon- 
day. That will make it the second highest 
military spender in Nato. But the increase 
will still probably not quite amount to the 
3% real growth that the government has 
promised its allies. The totalis only about 
8% more in cash terms than Britain looks 
like having spent in 1983-84 (all the bills 
are not in yet), general inflation is run- 
ning at about 5% and inflation of the 
things the defence ministry buys is usually 
higher. 

Research and development continue to 
take too much: more than £2 billion. That 
is 12% of the total and one third as much 


vas will be spent ay buying equip 


more. leak-resistant than 
office. 


- policy of putting more def 


out to competitive. ten 
important is the ministry 

ery that, in the past, so-cal 
tive bidding” was ofte 

tion of a monopoly that was 
for excess profits. The new ai 
solicit separate bids for various 
production work instead of 
entire contract to one: f 
more could be saved by : 
selecting two bidders for 


that means a foreigner. 
Of the three service: 


13%. The army and air 
5% each, pees 


the previous defence | 
make three years agp Th 


Nott’s axework i is 5 the plann sd redui 

of the navy’s frigate and destroyer fore 
from 59 to 50. The goal of 50 remains, bu 
the rundown is being delayed, and now 


50 will be full-duty ships, instez 


plus eight in reserve. : 

“Mr Michael Heseltine’s ow 
for the services, as well as f 
in. Whitehall, is his determinati 








“Sometimes 

it pays to be conservative.” 
Michael Gabitass, 

Senior Vice President 


‘ation: 
ethink 
tionships. 


In difficult times, basic virtues 
count—prudence, soundness, 
reliability and integrity. 
At Swiss Bank Corporation 
we have always understood 
this. That’s why we don’t 
mind being regarded as a bit. 
conservative. But we do 
know the value of responding 
) creatively to change, 


The key Swiss bank 


rose oi oe) ears Baie ats. aA 
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because innovation and flexi- 
bility are essential to long- 
term banking relationships. . 
And being conservative, 

we tend to identify with our 
long-term customers. 

So as you rethink your bank- 
ing relationships, think 

about having the key Swiss 
bank on your side. 


Swiss Bank Corporation l 
Schweizerischer Bankverein 
Société de Banque Suisse. 















Like all the worst spying yarns, the 
events leading up to the death of Mr 
_ Dennis Skinner in Moscow last year are 
` mysterious even when they are over. An 
employee in Moscow first of computer- 
» makers ICL and then of the Midland 
-. Bank, Mr Skinner spent a total of 14 
- years in the Soviet capital. For many of 
those years he appears to have been 
_ spying both for the KGB and the British 
~ secret service. He acquired a Russian- 
born wife who seems to have spent her 
life rushing frantically between her hus- 
band and his various spy-masters. 









Ns 

k Before she had even married him, she 
i was informing the KGB that Mr Skinner 
iy . would be prepared to sell them western 
E “up the squeeze on personnel. The navy 
pi will have to find the 2,000 men for its 
| extra eight frigates from its shore estab- 


= lishments somewhere. The air force faces 
|, . the prospect of manning 15% more air- 
4 -~ craft within,a few years with no increase 
= in manpower. The army will actually lose 
f men, about 4,000, but will be expected to 
raise another armoured regiment any- 
- way. The unspoken assumption is that the 
services will be so happy about their new 
` equipment that they will gladly burrow 
into hoards of hidden manpower. But 
there have been many previous exercises 
designed to “cut the tail but not the 
_teeth” and there is not in fact a lot of tail 
left to cut; the navy in particular will be 
hard-pressed to find its 2,000 extra men. 
Mr Heseltine’s plan to reshape the 
ministry of defence itself by transferring 
to the central defence staff the policy and 
planning functions of the individual ser- 


Heseltine wants more bang 





The listening banker 

















computer parts that were not supposed 
to be exported. The Skinners returned to 
London in 1974 (so Mrs Skinner must 
have got an exit visa), but went back to 
Moscow (in hush-hush circumstances, 
hints Mrs Skinner) two years later, which 
is something Russian expatriates are un- 
wise to do. She was allowed by the 
Russians to return to Britain again. This 
left her husband in Moscow, lonely, 
miserable, drunk and terrified. ~ 

For good reason. A British coroner’s 
jury this week found that he was “unlaw- 
fully killed” when he fell out of a window 
in Moscow, presumably pushed by the 
KGB. His widow went into hiding after 
the inquest, and well she might. 





vices, will be spelt out in a separate paper 
later this year. It has attracted noisy 
campaigning from a bevy of retired offi- 
cers, because it will put a lot of senior 
officers out of work. Maybe the navy 
could man its extra frigates with redun- 
dant captains and admirals. 


The press 


That’s our business, 
don't you print it 


Bad days for the press. While the print 
union Sogat ’82 tells Fleet Street to pub- 
lish what it approves of (Mr Arthur 
Scargill’s words in the Express) or not to 
publish what it doesn’t (his picture in the 
Sun), a modest local paper has suffered a 
no less insidious form of censorship— 





with the backing of the law. 

The twice-weekly South London Press 
last week got hold of a draft document - 
discussing the strategic options for 10 
years ahead, some of them pretty brutal, 
that face the local West Lambeth health 
authority. The authority was to discuss 
the document, in private, on Monday, 
May 14th, before issuing it—perhaps in 
amended form—for public consultation. 

Some members of the authority have 
been angered by the way one member, a 
local councillor, has in the past declared 
that he will decide for himself what to 
keep confidential. When the authority 
realised, from a reporter’s questions on 
Wednesday, May 9th, that the newspaper 
had got the document (in fact, from a 
different member), it first urged, then 
demanded, that nothing be published. 

Naturally, the paper refused-——and wi 
promptly hit with the full broadside of 
private censorship. Off went the authori- 
ty’s solicitor to a judge in chambers, and 
emerged with an interim injunction 
which, for a week, prevented the paper 
publishing details from the document, 
disclosing them to third parties or indeed 
revealing the document’s very existence. . 

The legal grounds were confidentiality 
and copyright; all-purpose blunderbusses 
by now only too familiar to editors and 
almost impossible to defeat. True, the 
Daily Express beat them in a memorable 
appeal court victory in March over the 
makers of the police Intoximeter; but the 
South London Press could not claim the 
grave reasons of the public interest that 
the Express could. In contrast, the ban on: 
mentioning the document’s existence is a 
startling novelty. Even the chairman of 
the health authority, Mr Nick Cowan, 
admits that that demand went furtheg 
than he intended (one hopes so, since a 
was public knowledge that one of the 
authority’s committees had discussed an 
earlier draft in March). How a judge was 
found to grant any such far-reaching 
claim must remain a secret of his cham- 
bers, since the issue will not now come to 
court. 

Why not? The paper, about to go to 
press, decided against an immediate (and 
costly, and probably unsuccessful) legal 
battle last week. And by last Monday 
evening, things had changed remarkably. 

The health authority’ had originally 
said, indeed sworn in an affidavit, that the 
document was confidential, was-to be 
discussed in private and might be altered, 
or indeed abandoned, before it was made 
public; and that publication could subject 
the authority to “premature and unjusti- 
fied criticism” from the public. All very 
convincing—but, strangely, when it came 
to the point; Monday’s meeting, the 
members of the authority had wisely 
changed their minds and discussed the 
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whole thing in public anyway. For full 
details see Tuesday's Guardian—but not 
that ‘day's South London Press, which 
could have told a readership vitally con- 
cerned (one detail: a possible halving of 
‘ local hospital beds) four days earlier. 

For Mr Cowan, “‘It’s not a question of 
freedom of the press or communication to 
the public, but of how an authority does 
its business. We offered to talk to them 
after the meeting, and to give them an 
exclusive story. A reasonable editor 
would have accepted.” Actually, no—but 
how large a proportion of the public 
would think not? 


Airports 
Stansted as bait 


teaser for Mr Nicholas Ridley, the 
transport secretary. People Express, an 
American no-frills airline now ferrying 
the money-conscious from Gatwick to 
Newark (just outside New York) for 
£113, wants to fly there from Stansted 
too—at a price. 

Stansted, north-east of London, is hav- 
ing a hard time pretending to be the third 
London airport (a title cheekily claimed 
now by Holland’s Schiphol). Even its car- 
parking at 60p with no time limit has 
failed to attract the passing businessman 
‘and package-holidaymaker. But now 
comes People Express, which has been 
flying the Atlantic for a year with its 
aircraft consistently 85-90% full, offering 
to pack them in at Stansted and turn its 
losses (£4.6m in 1982-83) into profit. Mr 
Ridley, who is preparing the British Air- 
ports Authority for privatisation, ought 
to be interested. 

People Express is offering to mount an 

nlimited number of services from Stanst- 
ed, and says it will link its flights with the 
European flights of Air UK, just the kind 
of independent British airline Mr Ridley 
is supposed to favour. But in return 
People Express wants the right to use 
Heathrow. Imagine the reaction of its 


Next stop Heathrow? 


Lionel Robbins 


Lionel Robbins died this week at the age 
of 85. As Professor Robbins at the 
London School of Economics in 1929-61, 
he reorganised British teaching of eco- 
nomics; his contemporaries in the 1930s 
said that Maynard Keynes was the cle- 
verest of British economists, but Lionel 
Robbins was the wisest. As (eventually) 
Lord Robbins, he served the state in an 
extraordinary range of capacities, from 
director of the economic section of the 
war cabinet in 1941-45, through chair- 
manship of a crucial postwar committee 
on higher education, to director of the 
Royal Opera House and trustee of the 
National Gallery and the Tate. As Lio- 
nel, he was chairman of the Financial 
Times in 1961-70, and a director (eventu- 
ally deputy chairman) of The Economist 
in 1960-75. He continued as a director of 
The Economist Intelligence Unit until 
his death, and generations of those who 
wrote for this paper have drawn on his 
experience and from his counsel. 


higher-priced rivals. That should not wor- 
ry Mr Ridley. But he might ask what 
“unlimited” services at Stansted would 
mean. A token service in the summer, 
just as a means of getting access to 
Heathrow? 


BRITAIN 


Solicitors 


A case for legal 
aid 


The solicitors’ profession is in a state of 
turmoil. Within the past few months the 
Law Society has seen a new professional 
insurance scheme rejected by its member- 
ship, admitted that its investigation of a 
major complaint was a disgrace, and 
heard the government (a Tory govern- 
ment, stuffed with lawyers) promise to 
end the solicitors monopoly of 
conveyancing. 

The shocks keep coming. First, six law 
firms in Liverpool announced plans to set 
up a joint company to computerise the 
legal side of buying a house. They pro- 
posed a new concept, preserving the 
individual identity of each firm, but pro- 
viding a common service with common 
procedures, in offices attractively laid out 
and looking like each other—“just like 
Kentucky Fried Chicken”. 

Their action was unusual. By compari- 
son with the American law industry, 
British solicitors have been feeble at 
drumming up new forms of business, or at - 
competing with accountants and banks. 
But conveyancing provides half (perhaps 
£1 billion a year) of their business, and 
the threat of losing that to licensed con- 
veyancers, building societies and estate 
agents may yet stir the profession from its 
traditional torpor. 

The Law Society itself first warned the 
Liverpudlians against moving too far, too 
fast, reminding them that advertising (or 
touting, as it is revealingly called) was 
against professional rules. But with its 
members in open rebellion, and prompt- 
ed both by MPs and by the lord chancel- 
lor’s department, which thinks that com- 
petition for legal services is in the public 
interest, the society has after all decided 
to do something about professional re- 
strictive practices. It has now published 
its first thoughts on what the brave new 
world might look like. 

The most significant proposal is a relax- 
ation of the advertising rules. If present 
proposals are accepted, solicitors will be 
able to place advertisements so long as 
they are in good taste, accurate, and do 
not bring the profession into disrepute. 
The society rules out a solicitors’ building 
society (partly because of conflicts of , 
interest, partly because it might be a 
complete flop), but sees a benefit in 
links—perhaps short of partnerships— 
with surveyors or estate agents. In addi- 
tion to all this, the society has resurrected 
its oldest complaint, the barristers’ mo- 


< | nopoly of advocacy in the higher courts. 


The “rights of audience” issue is one on 
65 
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hanged; 
ponse last autumn to the commission 
on four years ee) had narai that 


hes run into serious 
blems with | plans to shake up the 
ges of further education. The up- 


le with the trade unions 
have been most coopera- 


es, long the cinderella of the 

ce, are owned and run by 

S; ‘Many of their courses 

people for the world of 

work. But the education secretary, Sir 
Keith Joseph, and the employment sec- 


etary, Mr Tom. King, were not con- 
inced that they satisfied the real needs 
employers, or showed expertise in 
new technologies. So a white paper last 
` prepared without consulting 
thorities, proposed that by 

“of “non-advanced” fur- 

“education. (ie, work below degree 

J should be transferred to the 

er Services Commission (MSC). 
jovernment ened that employ- 


ete pan. would back its ideas. 
going badly wrong. Leaders 
federation of British Industry, 

les three of Abe nine mem- 


“the pa of staff is 
at ie by the colleges, 


"he government knew 
ntrolled metropolitan 

ould oppose further centrali- 
tion. But it hoped that the 

re jes would break 


government is the inept way in whi 

Law Society “made its , case, 
amounted to “‘you’ve been beastly to_us; 
now be mean to the bar”. The true ‘test 
should be whether abolishing restrictive 
practices would bring benefits to 
consumers. 

_The Liverpool solicitors and the Con- 
sumers Association think that competi-` 
tion could reduce conveyancing prices by 
25%. If the Law Society could show that, 


technical and vocational education ini- 
tiative, where local authorities bid for 
MSC money to introduce new courses in 
schools. After ritual denunciations, the 
educationists queued up to dip their 
snouts in the trough. 

But things are different this time. The 
political climate has changed: in a world 
of rate-capping and abolition of the met- 
ropolitan counties, local government is 
not prepared to sharpen the blade for its 
own throat. And the technical education 
scheme was no more than a catalyst on 
the margin of secondary education, 
worth only about 1% of current expendi- 
ture. In contrast, educationists say, it is 
impossible to plan 25% of non-advanced 
further education without making judg- 
ments on the other 75%—a claim en- 
hanced by suspicions that the MSC in- 


tends to approve not just courses. but 
their constituent parts. The authorities 
are thus distrustful of Sir Keith’s. assur- 
ances that 25% is the limit-of MSC 
involvement. 


The MSC itself may split. The three- 


members. of the commission nom: inat 
-bythe TUC are likely to say 


: plan will not work without local-autho ty 


‘independe 


hanged, litigants - 


the bar. iti is unlikely that the lord chan- 
cellor, Lord Hailsham, the most 

of men, could stomach such cha 

at 77, he is due—overdue, some lawyers 
think—for retirement. Might ; 1 
chancellor restructure the legal profes 
sion root and branch? 


make achange of thisi importance without J 
broad agreement would be dangerous, If 
the trade-union commissioners were ig- 


unhappy about MSC ‘activities. in y 
training, would be under more pressu 
withdraw from the commission ; 

So it is possible that Mr David Young, 
the MSC chairman, may be forced to tell 


Keith and Mr King do then? They, 

the prime minister, are determine: 
mould further education more to their 
image of the economy's needs. Some 
sources say that the government is pr 
pared to delay the plan for a year, Th 
now the most likely outcome. But others 
think the government has painted itse 
into a corner, and can only get 
knocking the walls. down. 

Since 1979 the government has sought 
to treat training and post-school educa- 
tion as a single whole. It has emphasised 
links betweeen colleges, employers: and 
local authorities. Progress has been ~ 
made by cajoling the parties into consult- 
ing each other and agreeing course of 
action—often a messy and time-consum- - 
ing business. So plenty of pundits, both 
inside and outside. government, have” 
dreamed of amalgamating the educatio 
department and the MSC into a supe 
department responsible toone powertul 
minister. . 

So far, this has been the brill nt id 
that no one wants. The trade. unio: 
value the influence. they now have over 
manpower policies through their seats on 
the MSC. The education authorities sus 
pect a new ministry would inhe 
of the interventionist style of th 3 MS 








~ Bankers Trust Company 
is pleased / 
to announce the — 
opening of a Representative C 


n e ctraordinary hotel with turn-of-the-century : i 
charms and modem-day comfort, Istanbul, Turke ' 
jutifully located among the mountains 
and lakes of the Engadine Valley 
ummer season from June 8th to Oct. 20th 
Marvellous posites for hiking and excursions - i 
Renowned cuisine and wine cellar - Orchestra ~ mp PS 
Indoor swimming pool - Children’s nursery - 10 Mim Kemal Öke Caddesi, Si 


and 3 outdoor tennis courts with trainer - : mo 
-10 miles from golf course - Nisantas, Istanbul, Tur 


: Garage facilities for 80 cars Telex: 22909 


and the appointment o 
S. Peter Poullada as Repre € 


HOTEL WAŁDHAUS ; 
r 514 SILS-MARIA (Engadine / Switzerland) ; 
Personnaly managed by the.owners Bankers Trust Compan: 
R. Kienberger, F. Dietrich & Family ES 
Phone: 01041-82-45 331 - Tx. 74444 : An international banking network in over 35 count 
280 Park Avenue, New York, N.Y. 10017- 
kkk Member FDIC @Bankers Trust Company : - 


Annualised Return Dimension 1 = Interest Accrual . 


- measured in US Dollars Dimension 2 = Currency Shift of Underlying Investments 


o 31st March 1984 ‘ : =C : s Ps 
be as follows: Dimension 3 = Currency Trading Results on Total Assets 


Less Ongoing Expenses 
Annualised Return as per 31st March 1984 


European Banking Traded Currency Fund Limited To: J. W. Hudleston, EBC. Trust Company (Jet: 
Fund’) was launched on 7th December, 1983 with EBC House, 1-3 Seale Street, St. Helier, Jerse 
scription period closing on Toth January, 1984. Please send me a copy of the Prospectus of 
hen the Fund has grown to US$10.1m in net Banking Traded Currency Fund Limited (on the 
ts. Subscriptions maintain a steady growth and it which alone applications will be considered). 
hat the trading element offered by the Fund 
itha good response from the investing Name 
ity 3: sesh, Address- 
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“When it comes to style, the Lai Lai Sheraton 
is ahéad ina hundred ways. Our 705 spacious 
rooms and suites, 15 elegant restaurants and 

k es, numerous function rooms and impeccable 
service provide the essentials of excellence. 


then there. are the extra unexpected 

things. Like a roof-top jogging track, putting green 

..and tennis practice court as part of our fully equip- 
ped health center. And in the rooms, 100 special 
features for guests, such as toiletry kits, automatic 
wake-up and free in-house movies. 


thing you would expect in a great hotel has 
‘overlooked, But it's the personalized service 


RAI 
i Lai Sheraton (S 
_ Hotel Taipei 


SHERATON HOTELS. INNS A SESORTS WORLOWIDE 
TAPED TAIWAN, REPUBLIC OF CHINA 


Results for the year : 
ended Sth April 1984 


1984 
Profit for the year o a £10.017m 
Total cost of Dividends. £3.590m: 


Disclosed Shareholders’ - : 
Funds `o E87. 140m 


Total Assets £3,193.699m 


Group Profit for the year. Group Profit-after providing fo 
taxation, minority interests and a transferto Inner. 
Reserves amounted to £10, 117,000 (1983 £14,205,000), 


Dividend. It is proposed that a final dividend of 9p 
(1983 7p) be paid on each Ordinary Share of 25p. When 
added to the Interim Dividend already paid of 3p (1983 
3p) this makes-a-total of 12p (1983:10p) an increase of 
20°. Fhe proposed dividend.on the Ordinary Shares o 
25p each will be paid to Shareholders.on the register as 
the close of business on the 24th May, 1984.00 oo ooe 


Disclosed Shareholders’ Funds; The Group’s Disclosed >. 
Shareholders’ Funds stand at £57.14 million compared 
with £45.35 million last year. i a 


Total Assets. The Total Assets of the Group (exe luding 
assets subject to repurchase arrangements) amount to. 
£3,194 million compared with £2,349 million in 198 


Following the Budget on {3th March, 1984, when the 
Chancellor of the Exchequer proposed:considerable 
changes to the Corporation Tax levels and the structure of: 
Capital Allowances and.in thelightof the size of the 
group’s present operations, the Directors have reviewed 
the deferred tax requirements with the Company's tax : 
advisers. As a result full provision has been made in the., ` 
accounts of the leasing subsidiary and the group for the 
maximum potential tax liability on leased assets:and fo 

the rebate of the rent to lessees arising from Corporati 

Tax Variation clauses: On the other hand, part of the 
deferred tax provision in-respect of certain other ite 

no longer considered necessary. That relating to prio 

years has been released and there has also been a benefit 
the current year, After these movements and after the. 
transfer of £5,266,000 from inner reservés to Genera 
Reserve, the inner reserves stand at a higher figure than. 
previously. RE A E 


The Report and Account 





au ; supertanker, Yanbu Pride, 
by a missile off Saudi 


electronics group Thorn EMI 
it wants to merge with British 
ace. The merged company 
j have annual turnover of over 
£5 billion and products ranging from 
pop stars to missiles. 


erica’s top banks assembied a 
; billion standby loan for 
ntinental Illinois to end rumours 
default. The Chicago bank has 
) borrowed from the Federal 
erve, the lender of last resort. 


es Delors said France will 
$7 billiona year until 1988, 
the increase in debt 
costs to $16 billion from $8 
ow. The senate painted a 
lier picture of French — 


ndon which values thes company 


[at between £707m and £923m. 


IBM entered the market for personal 
computer software with eight very 


-cheap programmes for its PC. 


Gene Amdahl’s Trilogy announced 
yet another delay—until 1987—in its 
IBM-slaying big computer. The 
company needs more cash and may 
have to start selling its wafer-scale 
chips to get it. 


Georges Pébereau, general 
manager of France's state-owned 
Compagnie Générale d’Electricité 
(and favourite for the top job) ; 
refused a special annual payment of 
$50,000 for life. The annuity had 
caused a political rumpus. 


Britain's ICL will buy equipment from 
AT&T for its new value added 
network (van) for linking far-flung 
terminals. There will also be a tie-up 


‘between ICL’s British van and 
AT&T's American one 


India started exporting te 


-f fti g an embargo intros 


‘two! months’ protection from 


creditors, while it works ou 


| Congress's finance watchd 


criticised America’s Eximbank for 
not using standard accounting 
policies. 


America’ s Computerland C 


House will hi discount house 
Jessel, Toynbee & Gillett plus. 
29.9% of stockbrokers Laing. a 
Cruickshank. 


Helga Steeg of West Germany's. 
economics ministry will be 
head of the International 
Agency. 


Economic and financial indicato 
are on pages 111-112. i 





Sweden's industrial equipment maker began sti 
tions last year; this year itis forecasting an 11% 

. The Italian holding: company pone rise came mostly f 
Auto, which sold more cars in Europe than any other Kt 
first quarter of 1984. : 


Only. the food division of Britain’ s diversified leisur: group. failed 
to increase its profits - 


Most big American retailers are reaping big tev 
Gonsumer boom; K mart now plans to go-into 
xas 


After getting rid of its chemicals division, the French state-owned 
metals group made a $78m operating profit. ; : ce 


Japan's consumer electronics g 
becausp audio aqui 


HMar3t 











~ “Ourbest year yet" 


Turnover £1,048.5 million -up 13% 
Pre-tax profit £71.6 million - up 60% 
Earnings per share 39.5p -up 54% 


‘We have created a sound base from which to move forward. 
Our purpose remains the creation of wealth for the advancement of 
our Group to the benefit of the shareholders and employees:’ 


John Camden, Chairman 





The Annual General Meeting will be held at the Carlton Tower Hotel, 
Cadogan Place, London SW1 on Friday, 8th June 1984 at 11.30a.m. 
If you would like a copy of the 1983 Annual Report please write to The Secretary, 
RMC Group p.l.c., RMC House, High Street, Feltham, Middlesex TW13 4HA. 


The abridged financial information set out above for the year ended 31st December 1983 is an extract from the latest published 
accounts which will be delivered to the Registrar of Companies. The report of the Auditors on these accounts is unqualified 


RMC Group plc. 


Operating internationally in Austria, Belgium, France, Hong Kong, Israel, 
Republic of Ireland, Spain, Trinidad, United Kingdom, USA and West Germany. 
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i e pretties of West Genny s 
s tre t : 


n of the central Castle Square, 
loyed youths played Mozarton their 
for pfennigs, while ragged older men 
ued over cheap wine on a wooden 
either heeded the first. signs of 
as western Europe's largest trade 
IG Metall, collided with Daimler- 
enz, the maker of Mercedes, the world’s 
selling range of luxury cars. 
56,000 of its 150,000 West Ger- 
workers around Stuttgart, Daimler- 
‘the hub of the motor industry in 
Baden-Wiirttemberg, where the 
rkers’ union is pushing its cam- 
or a 35-hour working week. A 
trikes, lockouts, layoffs, pickets 
eath threats has brought industrial 
m to the tranquil and prosperous 
west corner of Germany. The rip- 
rough the car industry—and next 


STUTTGART 


of West Germany’s engineering industry, 
and its subsidiaries: in Belgium, Austria 
and elsewhere, before long. 

The:23m-member union halted 14 tar- 
component factories with strikes in pur- 
suit of more flute-playing time for work- 
ers and-so (it hopes) more work for the 
busking unemployed. The bosses, who 
think that a five-hour cut in working time 
for the same pay will jar the harmonious 
productivity of West German factories, 
retaliated with notice of lockouts in other 
Stuttgart-area. factories starting on May 
22nd. Employers and unions all over 
Europe have an eye on the West German 
struggle. Some of them think it will set 
the pace at which European industry is 
forced to move towards a 35-hour week 
(see box). 

Daimler-Benz raised the temperature 
by saying that its 21,000 line workers at 
the huge Sindelfingen plant outside Stutt- 
gart would be laid off because there were 
no pistons or radiators for making their 
Mercedes cars. The management would 
not let IG Metall officials into the factory 
to address. the workers, so the union held 


pe works at cutting workweeks 


~The 35-hour working week is- EN 


_ to-surface across western Europe more - 


coherently than any other recent union 
heme. Ordinary workers know that 
> fall in working hours will continue, 
has-done throughout history. They 
ve union claims about it creating 


more jobs. They discount management - 


ions that the consequent. increase 
will reduce jobs instead, 


e companies have. more or less- 


agly embraced shorter weeks in re- 
for higher productivity. and more 


past 12 mo: 


: below the. 39 hours week w common — 


average working week in Holland has 
fallen to 36 hours. In France the Socialist 
CFDT union is about to campaign for 35 
hours—a campaign that comes two years 
after the then new Mitterrand adminis- 
tration introduced a statutory one hour 
cut to 39 hours. Some French industries 
(eg, aerospace, gas and electricity) al- 
ready have 37- or 35-hour weeks, and the 
government is now proposing a two-hour 
cut to reduce Citroen’s planned 
redundancies. 
In Belgium the 38-hour week is the 
norm after a government-supervised ne- 
~ gotiation a couple of years ago. Printing, 
- textiles and some other sectors of Belgian’ 


dustry have even shorter weeks. The _ 


ment says. that the cut in working 
s saved or-created. 80,000 jobs, 

rek hours off the 

annua otalundera hased deal this year.: 
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None of the workers laid 

parts ‘shortages i is to get 


e ag 
immediately brandished ,000 mi 


Let's strike for a 70-hour 





\ WORLD BUSINESS 


- 


iris 
i 


offs at another Stuttgart factory, one in 
Bremen and one in Wörth-am-Rhein. 

It is puzzling thatthe issue should have 
come to suċh a set-piece after 69 regional 
‘and two national negotiating meetings. 
The row signals a new, sour climate 
between management and unions under 
Chancellor Kohl’s government. The 
union leaders, Mr Hans Mayr and Mr 
Franz Steinkiihler, have dropped hints 
galore that they are prepared to settle for 

- Jess than the improbable (and expensive) 
< instant five-hour drop to 35 hours a week. 
The unions complain that the employers, 
confident of government partiality, stick 
to their original line of not an hour off a 
day and very little on the pay. The big 
companies want to negotiate nationally 
only on the introduction of more flexible 

. working times. 

IG Metall officials were privately ner- 
vous this week about the response of 
members when called upon to strike. The 
affluent West German worker is now 
usually planning his summer trip to Italy 
to freshen up a winter tan acquired in 
Morocco. The prospect of an expensive 
strike is not appealing. Both sides in the 
dispute expect a sharp fight lasting several 
weeks before the inevitable negotiations 


BAe/Thorn EMI 


An odd couple 


Mr Peter Laister, chairman of Britain’s 
Thorn EMI since April Fool’s Day, is 
moving fast. On May 15th, he announced 
that Thorn, an electronics and leisure 
conglomerate embracing everything from 
video recorders to Duran Duran and 
Placido Domingo, wants to merge with 
British Aerospace, a partly state-owned 
company which earns money making mis- 


produce a compromise. Some say that 
anybody could’ write the communiqué 
now: “The employers agree to work to- 
wards a 35-hour week over five years, 
according to the financial health of their 
companies and to continuing productivity 
improvements promised by the metal- 
workers’ union. As an earnest of this 
commitment one hour will be cut off the 
working week by the end of 1985”. 

There are two reasons why the union 
has used regional and selective strikes. 
First, the workers are not afraid for their 
jobs in healthy parts of the motor indus- 
try. Second, the union leaders can keep 
closer to their membership in a local 
strike» campaign where the issue is less 
immediate than the pay claim. 

The West German unions’ federation is 
supporting the 35-hour campaign, and 
will help IG Metall run a huge demonstra- 
tion in Stuttgart on May 26th. But indi- 
vidual unions are less supportive. Al- 
though bank workers have staged 
one-hour-long sympathy stoppages, and 
the print union is waging sporadic strikes 
for a 35-hour week, the chemical and 
food-industry unions say that early retire- 
ment, not a shorter working week, is their 
favoured solution for unemployment. 


siles and loses it building airliners. 

If there is a merger—actually, more of 
a takeover since Thorn will be paying 
money (perhaps $1 billion) to BAe— 
Britain will have a new giant in defence 
and electronics to compete in world mar- 
kets. The merged company should have 
annual sales of around £5 billion and 
employ 160,000 workers. 


BRITISH AEROSPACE 


By product 


Aircraft: 
„military & support 
services 44-8 


civil 18-9 


Guidéd weapons 
systems 30-1 


Space 6:2 





Sources: Phillips & Drew; company reports 


72 


By area 
Britain 38-4 


By product 

Consumer electronics 
27-2 

Rest of Europe 27-3 Engineering 22-9 

Middle East 14-7 

Asia 9'8 

The Americas 8-3 

Africa 1-2 

Australasia 0-3 


Domestic appliances 
& retail 20-1 


Music 17-3 

Lighting 8-6 

Films, video software 
& leisure 3-9 





The path to this particular altar may 
not be smooth. Others (GEC? Racal?) 
may. enter the bidding. Antitrust prob- 
lems or; more likely, shareholder scepti- 
cism and political opposition are also 
possible. An amazed London stock mar- 
ket reacted to the announcement by im- 
mediately marking Thorn’s shares down 
and BAe’s up. Where, it wondered, was 
the synergy? As the stockmarket sees it, 
Thorn is a leisure and consumer electron- 
ics group that knows little of the high- 
(and often bad-) risk aerospace world of 
BAe. This week, Mr Laister was having 
to talk up the deal to any broker who 
would listen (ie, all of them). 

Politically the deal is contentious. In 
parliament on May 16th, the Labour 
opposition asked: “‘Is it sensible to allow a 
firm which has been successful in thg 
fields of colour television, videos and t 
marketing of pop groups to have the 
responsibility of looking after the devel- 
opment of Britain’s largest company in 
civil and military aviation, in missile tech- 
nology and space satellites?” 

Even government supporters are 
miffed at Mr Laister’s timing. He is 
offering to add financial muscle to BAe 
less than three months after the govern- 
ment committed £250m of taxpayers’ 
money to BAe so that it could help 
develop Europe’s Airbus A320 airliner. 

But the government, having launched 
BAe into the private sector in 1981, has to 
accept private sector rules—among which 
is the importance of good timing. Mr 
Norman Lamont, the junior trade and 
industry minister, conceded as much 
when he told parliament that the govern- 
ment would not use its 48% stake in BAe 
to block the merger “‘if it proved accept- 
able to a majority of the remaining share 
holders”. But there will be caveats: th 
merged entity must continue Britain’s 


THORN EMI 


Total, 1983:£2-9bn* 
Britain 61-3 

















Rest of Europe 18-9 

















The Americas 10-6 
Australasia 5-0 
Africa 2-1 

Asia 2-1 











* Including intra-group transactions 


THE ECONOMIST MAY 19, 1984 








t 





c recovery in Britain and West 
jas not been strong enough to 
average- growth rate for-the 
intries of the EEC to the levels of the 
conomists at the European com- 
forecast a widening gap between 
trend and the output that will 
m current policies (see left- 
). In their report for the 
uropean ` Policy Studies 
distinguished “economists 
‘ope can'do better; and urge 
s governments to be bolder. . 
their least controversial. sugges- 
st: governments should co-ordi- 
nate reflationary policies. French .eco- 
nomic policy in 1981-82 is the plainest 
recent example of what happens when 
his advice is ignored. Go-it-alone refla- 
tion sucks:in imports.from abroad; that 
‘oduces a balance-of-payments crisis 
d a currency-depreciation, which then 
ises the rate of inflation. 
If several European governments 
intly. adopted expansionary policies, 
would avoid some of these difficul- 
Demand would be higher through- 
the common market, so there would 
t less pressure on particular curren- 
o depreciate. Also, each country’s 
imports would mean higher exports 
its European partners, so everybody 
id share in higher European employ- 
. But most governments think that 
flation—concerted or otherwise—is 
oo risky. 
One risk is that a more relaxed fiscal 
policy would mean some combination of 
higher public-sector deficits and higher 
ioney. supply. The CEPS report adjusts 
eficits to take account of infla- 
~ tion and the economic cycle, and argues 
that they cam safely be allowed to rise. 
In 1983, the EEC’s recorded govern- 
ment deficit was 5.7% of the common 
ts gdp. Subtract the inflation- 
omponent: of debt interest payments, 
and the “‘inflation-adjusted” deficit be- 
comes 2.7% of gdp. Subtract the part of 
the deficit which is due to the recession’s 
mally high social-security  päy- 
(and abnormally low tax receipts), 
he adjusted deficit actually becomes 
lus of 0.1% of gdp. 
IL its ingenuity, this: arithmetic 
not even half-settle the issue. It 
ests that governments can afford 










































Aggregate demand too quickly. 





2 higher inflation, the CEPS report e 
ae ~phasises 
slack in 














Western tEarope: s Comomy.. 


European governments act togethı 
è avery without risking an upsurge in inflation? A new study* 


r bisser nominal deficits; but not that they- 
should want to: An increase in deficits- 
“would still be inflationary if it taised | 






To argue that there is little dang. of. 
-compared with an average 





ree different measures. ot 





her to hasten Europe’s 


© Capacity utilisation. The right-hand 


- chart shows that European manufactur- 


ing firms were producing at only 77% of 
their capacity last year. That compares 
with 823% in 1979, and is barely higher 
than in the trough of 1975. Spare capaci- 
ty on this scale, say the economists, 


‘refutes the idea that higher demand 


would encounter a bottleneck due to 
shortage of capital. 


: @ Job vacancies. The right-hand chart 


also suggests that governments should 
not expect shortages of suitable labour to 
frustrate their push for growth. If vacan- 


cies had stayed at their normal level as 


unemployment rose during the reces- 


EEC gdp 
at 1975 market prices 
1979=100 






Forecasts 





1970 72. 74 76 78 80 82 84 8687 
Source: European commission 


sion, that would have indicated fewer 
people willing to work, or a growing 
imbalance between the jobs available 
and the skills of workers on the dole. In 
fact, vacancies in the common. market 
have fallen to an all-time low, about 22% 
of their level in 1973. 

© Unemployment is the most striking 
indicator.. For most of the 1960s, it 
averaged 2% of the EEC’s labour force. 
In the late 1970s, it moved to a new 
plateau at just more than 5%. For 1984, 


itis likely to be more than double that, a 


tragic 10-11%. Alongside the lack of 
evidence of capital shortages and mis- 
match of skills in the labour market, 
these figures seem to rule out any danger 


„of supply-side bottlenecks. 


‘The CEPS-authors try to make this 


' idea more precise by estimating the non- 


accelerating-inflation rate of unemploy- 
ment (nairu). In principle, if govern- 
ments attempt to reduce unemployment 
to less than the nairu, the rate of wage 
inflation will rise, and-any extra demand 
(in the form of tax cuts or higher public 


pe) will simply raise prices rather - 





tput. The report says. that in . 
mie > the nairu was 7.3% in the EEC, 
‘age recorded un- 
Seplenient rate of 8. 3% = 












other economists will say that i 


















_ such as money supply and agg 


“Hence this: Negara attack on 2 









E ni cure, The authors agri 
lowering the nairu can only be ac 
by some mixture of lower re 
lower labour taxes, and ‘mor 
working practices. Still, by {te 
ly) comparing their 7. 3% estima’ 
Nairu for 1981-83 with the 10.4% 
cast rate of unemployment for 1984, 
argue that there is a 3% gap 
conventional fiscal boost could clo: 

However modest the proposal 





























be handed with caution. ae if the 









ed rate of unemployment, w. 
price. inflation should carr 
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utilisation in 


itly aimed. at holding aggrega 
to a fixed rate of growth ( 
and West Germany), that 
faster growth of output and emp 
as inflation falls, and no need for furthe 
action. If prices do not conti ue 
down—in many European ¢ 
they now show worrying signs 0! spe 
ing up—that may mean that the Nain 
higher, and the scope for | 
smaller, than the CEPS report believe 
Second, the report seems to forget th 
lesson of the 1970s: it can be folly to ail 
economic policies at hypothetical target 
for the real side of the economy—output 
and employment. The gap between “po- 
tential” and actual output in the left 
hand chart, and the gap between t 
nairu and` actual unemployment, . 
both figments of the econometrician 














great deal of inflationary. damage if the 
pursue such will-o’ thewi d 


and fiscal policies. at nominal arge 
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Semad and eave the real side: ot the 
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BAe as much as to 
en he says that the 
: >; He has history on 
nows BAe’s chairman Sir 
> of old, and the market 
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fact that the new entity 









































a ird of America’s General 
wuld give it a marketing 
id anything. Thorn or BAe 


est will be whether the market- 
and the result may not be 
r five years or more. What Mr 
Laister is tempting isa “rebalancing” of 
horn EMI, reducing the reliance on 
consumer electronics (which account for 
2% of profit before tax and interest but 
only 27%. of sales) i in favour of high-tech 
r hyper-tech, in the grating new jargon) 
sales to industries and governments. 
Thorn is no newcomer to such sales: its 
engineering division makes the successful 
Searchwater ‘anti-submarine surveillance 
system; the: ‘Systron Donner subsidiary 
as contracts with the American navy. 
Such activities would benefit from a 
merger with BAe, which gets 80% of its 
sales from. ‘military and space-related 
roducts. 
Thorn, for: example, could . make 
und stations and provide software for 
satellites built by BAe. It is no accident 
that Thorn’s bid coincides with the advent 
f direct broadcasting by satellite: Nor is 
ana ite that a link with a defence 








"The fatlure a the 
ture is a sobering € ex 
“Strategies can unrav 
ceed, not least:GEC's : 
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Canadian travellers have looked. south 
enviously as air fares in the United States 
have been forced down while controls and 
a dearth of competition have held them 
up at home. One in every 10 Canadians 
now begins his foreign flights in, the 
United States, while many others travel 
from Toronto to Vancouver via Ameri- 
can cities such as Buffalo and Seattle. 
People Express, the cut-rate American 
airline, runs six buses a day- carrying 
passengers from Toronto to Buffalo. 

All that may change if Canada’s trans- 
port minister, Mr Lloyd Axworthy, has 
his way. Mr Axworthy knows a popular 


Delta discounts 


Money up-front and bulk-buying can get 
a customer a lot of clout. Delta Air Lines 
is giving employees of America’s Gener- 
al Electric discounts of around 30% on 
their air travel for a year. Why, when 
Delta is back in profit and passenger 
demand is buoyant? Because General 
Electric has already paid the airline $im, 
none of which will be refunded if Gener- 
al Electric fails to fly with it as much as it 
expects to. And because under deregula- 
tion new low-cost airlines can pop up at 
any time to entice passengers with 
cheaper fares or better scheduling. 

Predictably, two groups are enraged 
by the deal—travel agents and other 
airlines. Travel agents see themselves 
being left with no corporate clients and 
no easy commissions. The airlines see 
themselves being forced to follow Del- 
ta’s lead to keep their share. of business 
travellers. These are precisely the pas- 
sengers airlines normally assume to be 
price insensitive—ie, their companies 
will foot the full bill. 

Delta and General Electric are some- 
what embarrassed: after’ all, General 
Electric provides many of the airlines 
with engines for their aircraft and Delta 
once led the (futile) resistance to -dis- 
counting during the recession. Delta says 
the prepayment makes the deal different 
from a normal corporate discount (surely 
specious logic). It also. says. General 
Electric employees will still be booking 
through travel agents, who. will thus still 

-get their commissions. But it does admit 


"that it will not repeat the deal in case. it a i 


Fo triggers a corporate discount W war. 
| That may be a vain hope: The G: 
“Electric-Delta agreement cove 
routes in America, includin 
ones like Boston- Washington ar 
ta-New York: If Delta’s passengei 











sate and local carriers wil 2o, freeing 
such small airlines as Pacific Weste d 
Nordair to compete on longer routes now’. 
reserved for the two national carriers,” 
state-owned Air Canada and CP Air. The. 
two national carriers account for 80%: of 
the country’s air traffic. The small fry 
have been stopped from growing by rules. 
that forbid them to fly more than’ 
1,300kms between stops. Charter compa- 
nies, such as the country’s third biggest 
airline Wardair, with an 11% mark 
share, will be allowed. to r: schedu t 
services. . Bis 
@ New airlines will tind it easier to enter ; 



















on such routes go up ät the expense of its 
rivals, retaliation is inevitable. = 
Delta may think others got their retal- L, 
ation’in first, anyway. To cope with the: 4 
extra competition spawned by deregula- 
tion (which began in 1978) and with the 
decline in demand during the recession, 
most leading airlines long ago instituted. 
frequent flyer programmes, offering 
family holidays and other goodies to- { 
businessmen paying. the full fare on 
enough journeys. But such incentives are `. 
costing companies more money than 
they like to spend—employees are flying 
longer and more often than they need ir 
order to clock up extra. mileage. A - 
corporate discount is one way to remove 
the temptation and really save money. 
American Express reckons that com- 
panies in America spend $80 billion a 
year on travel and entertaining. Daly 
salaries: and data processing cost them 
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In international banking 
and personal financial 
services, our name 
makes a difference. 


The difference lies, first, in the scope of 
services American Express Bank offers— 
unmatched by any international bank. 

There’s a difference, too, in the exper- 
tise with which each service is provided, 
and in the caliber of our service aswell: 
swift, confidential and highly personal. 

American Express Bank combines the 
expertise and resources of two respected 
international banks—American Express 
International Banking Corporation and the 
Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39 countries pro- 
vide an unparalleled depth of experience, 
resources and security. 

We offer you the finest in private 
banking and personal services, including 
international Gold Card® privileges and 
travel services. ..a wide range of asset 
management services. ..trust and custody 
services. ..and something more: a link to the 
worldwide financial network of American 
Express Company. 

Through this financial network, you 
have access to trading in U.S. equity 
securities, bonds, commodities and invest- 
ments in real estate. This important link 
offers you more ways to protect, manage 
and increase your assets. 

American Express Bank. For the inter- 
national banking client, our name makes a 
world of difference. 


For information, contact Brian Lendrum, 
Vice President, American Express International 
Banking Corporation, Connaught Centre, 28th Floor 
Connaught Road, Central GPO. Box 3), Hong Kong. 
Telephone (05) 212608 
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Its location alone puts the Hotel 

Bellevue Palace in Berne at the 
| heart of things. Directly next to the 
| Federal Parliament Building and only a 
| few steps from the Old Town; with a 
| clear view of the river Aare and the 
Bernese Alps. Yet the Bellevue Palace did 
_ not become famous as a hotel merely for 
its location; just as Berne does not owe 
its attractions as a capital to diplomacy 
alone. What our guests like, we believe, is 
rather the attentiveness of our staff and the 


# outstanding cuisine and service in our 
# restaurants. Or simply the charm of the 


Bellevue Palace as a whole. Of course we 
< also provide many other amenities that 


| you'll appreciate. We'll be glad to surprise 


you with them on the spot. 


= Hotel Bellevue Palace, Kochergasse 3-5, 

| CH-3001 Berne. Telephone (031) 22 45 81. 

Other Swissétels: The Drake Hotel New York, 

oe etna Hotel International 
urich. 
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over the next two years: The 
ission can now ban fares that,-in its 





eported a loss for the first quar- 
‘this year of C$19.6m. Despite a lack 
competition, the airlines have axed 
services to 28 of 73 cities and towns in the 
Jast 20} yan. 













aini in place for the time aans and 
ce of liberalisation will depend 
on. the commission’s co-opera- 


cy will encourage Air Canada to 
‘to its 55% market share. by 
ares, secure in the knowledge 
the Sapna will. come to- its 






i wned airline not to abuse:its domi- 
position and a parliamentary com- 
nission is to examine the feasibility of 
elling Air Canada to private investors. 
Apparently sensing which way the wind is 
owing, Air Canada is giving top priority 
ding; its more stable international 





























> who watch. American television. 








‘Miller High Life quickly caught on in 
Canada: and helped raise Carling’s ae 
market. share from 23% to 30%. 
brand has proved so popular that Cie 
cannot brew one more bottle—its brewer- 
ies are running at full capacity. 

John Labatt, Canada’s leading brewer 
with 35% of the market, was quicker off 
the mark than Carling in introducing an 


- American beer into the Canadian market. 


But Anheuser-Busch’s: Budweiser, its 
choice, is not sold in a long-necked bottle 





and Canadian Miller has outsold Canadian 
Bud two to one. Labatt has takena C$19m 
(US$14m) write-off against the cost of 
switching to the new bottles. 

In the Canadian beer business, where 
every extra percentage point of market 
share is said to mean C$10m in profit, 
Molson is the big loser among Canada’s 
big'three. Its market share dropped from 
35% to barely 30% as drinkers spurned 
its stubby bottles. It has spent C$18m to 
switch to longer-necked bottles—equiva- 
lent to 25% of its profit for the year to 
March 3ist. It has also spent $2m on a 
canning plant in Ontario which produced 
its first can of beer this week (beating 
Carling by several weeks). Ontario, Can- 
ada’s biggest beer market, permitted 
brewers to use aluminium cans last week. 

‘The stubby bottle was introduced by 
the industry in 1961 to replace more than 
100 different types of bottles and three 
colours of glass. Standardisation made it 
easier for the trade to handle the return of 
bottles (which carried a deposit). The 
stubby: bottles also had the advantage of 
being more durable than other ‘bottles; 
their life expectancy of five years, or 25 
times through the filling machine, is twice 


»- that of the longer-necked ones. 

-< Canadian barmen and _liquor-store 
workers now complain that it is hard to fit 
ce long-necked bottles into their refrig- 
erated racks and storage boxes. No mat- 
‘ter. Today’s drinkers find the old stubby 
-bottles boring. And the customer, howev- 
= tiendy i is always! right ar 
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Madison Avenue is reluctan: o advertis 
onthe cable television statio ; 
springing up all over Ame: 
the lack of reliable “ratin 
on an audience’s size, age. 
ence that are admen’s lodest 
measures (notably the Nie 

are well established for the 




























age 80) 
but because cable television sta ONS goi 
for ee their au ienc 






































may still be well worthwhile 
ist advertiser. 


and Markets of Influence, 
old service that monito 
aimed at readers with inc 


products ‘and services to the: w 
consequence, the cable- TV. st 


because, says Mr Michael ‘Grisham 
Financial News Network, any kind 
numbers we get will hëlp”. : 

A rough-and-ready measure is indeg 
better than nothing because ; 
agencies are dominated by their r Ce 
buying departments. These book adver- 
tising space and airtime and people in 
them cheerfully admit that they just look- 
at the Nielsen number and do not bothe 
their carefully barbered heads with any 
more complicated mathematics. - 

None the less, statistics | comparing 
station by station, the percentage of view- 
ers of financial programmes who dabbi 
in the commodities markets, or of sport 
programmes who jog, could do the Amer- 
ican cable stations a power of good if only 
they could get advertising agencies to pay 
more attention to them. Last year, the 
garnered between them only $190m fro 
advertising. Although adv rtising Tey 
nues are expected to excei m th 
year, it is still small chang compar 
with the $7 billion the television networ < 
should rake in. 

To get round this, the cable-TV sta- 
tions are commissioning d iled stati j 
on their audiences and then by-pas: 
the advertising: agencies by 
them direct. to the agencies’ “clients. 
Though this risks offending the agencies, : 
itis a tactic that works. Now, it is often 
the client that presses the agency to try 
new medium, not the other way roun 
Doyle Dane Bernbach, America th 


ings on’ which America’s entire broad- 
sting industry (and-$15 billion of ad- 
revenues) depends. In March, 
company increased its sampling uni- 

i rom: 1,200 to 1,700 „American 

e first change it has instituted 

tched in 1972 from recording a 

s- television watching on 

| to using electronic sensors 


4 rvice that uses .the 1,700 metered 
homes to measure America’s viewing 
habits. ; provides “overnight” na- 
tional ratings (actually available a day 
i T the measurement, ie, on 
orning for Wednesday eve- 
ewing). It also asks 3,600 homes 
diaries of their viewing in one 

nth for eight months. 
Metered homes are selected at 
lom from 72,000 groups, each con- 
ining 350-450 households. The diaries 


dvertising. agency,.has estab- 
i putation for being most attuned 
to under-rated new media. It established 
a special department for video and cable- 
-TV three. years ago to bypass its own 
. media-buyers’. prejudices. The depart- 
ment does its own research into cable-TV 
stations’ audiences and buys advertising 
he stations independently. 
purchases now account for 5% of 
all the agency's spending on advertising 
space. This year, it expects to buy $14m 
worth of airtime on cable television, dou- 
e the amount it spent in 1982. Hershey, 
the chocolate-bar maker, uses the agency 
exclusively for its advertising campaigns 
on cable television, even though its adver- 
-tising on network television is done 
through Ogilvy and Mather. 
‘> While the specialised: cable services 
suffer ratings inaccuracies, such broader- 
based cable-TV channels as. Ted Turner’s 
WTBS cable network face competition 
" from. satellite-beamed: stations. Across 
America, WTBS’s audience is big enough 
to besrated by Nielsen. and the station 


America’s cour 
operators ar 


are given out by Metromail, a Nebr ka 


outfit that picks homes at random. 


the telephone directories in sales mar- 


kets that Nielsen designates. 

For the local ratings, covering 220 
local sales markets, Nielsen surveys 
100,000 families by diary (and by meter 
in the six largest, metropolitan markets), 
The overnight ratings on which network 
executives dote are actually the local 
ratings in these six big markets. 

The diaries are kept from four to 
seven times a year depending on the size 
of the market with four different families 
chosen to do a diary for one week each 
over a month. Three times a year, in 
November, February and May, when the 
networks put on their best programmes 
to boost their affiliates’ ratings, all 220 
markets are surveyed simultaneously. 

The snag with Nielsen ratings is that 
the bigger the audience a programme 
attracts the more accurate is its measure- 
ment likely to be. A top show will 
typically get around a 20 rating, meaning 
it was seen by around 20% of American 
households. Statistical theory says that 


Oil 
An attack of nerves 


Until this week, most oilmen and marine- 
insurers have kept their nerve over the 
Gulf war, now entering its fourth year. 
But reports on May 16th of a. missile 
attack on the Yanbu Pride, a supertanker 
owned by Mobil and Saudi investors, 40 
miles from Saudi Arabia’s oil port of Ras 
Tanura caused even the most phlegmatic 
to shudder. It was the-first such attack 
close to Saudi Arabia itself, the source of 
more than 10% of the non-communist 
world’s oil—and the fifth oil tanker hit in 
the Gulf in three days. 

Spot market oil prices have ridden out 
the war with only the occasional blip. But 
on May 16th spot prices for crude oil 
began jumping. Benchmark North Sea 
Brent oil, which sold the day before for 


$29.95 a barrel (five cents below its offi- 
cial price). sold for $30.40. North Sea 


Ninian crude was up 95 cents at $30.20. . 
Marine. insurance underwriters. at 


Lloyd's of London ratcheted up the rec- : 
ommended war premium on seven-day — 
voyages to the Iranian oil port of Khai 


Island from 2% to 3% of a hull’s value, 
and for the rest of the Gulf from 0.075%. 


to.0.25%, while dropping the voyage time 


to seven days from 14 days. 
Underwriters say that ratés could now 

go up daily. Although, in all, more 

50 ships have been hit during the- 


little use to anybo 


“Increasing the size « 
which Nielsen is 


search. AGB claims it can offer a better 
service. measuring not only households. 
but also the individuals watching a par- 
ticular programme. ves 
AGB has ambitious plans to install 
5,000 of its PeopleMeters in America; It- 
is starting in Boston, in a $2.5m. test 
underwritten in part by two of the televi- 
sion networks and 10. of the largest 
advertising agencies. Using a remote 4 
control. device: the size of a cigarette | 
packet, each viewer in the house bei 
monitored tells the PeopleMe: 
actually watching the show. .N 
pends on its diaries for that 
detailed information. Nielsen its 
now experimenting with 150° People- 
Meters of its own. America may be 
about to experience the first ratings. 
ratings war since television began. vs 


war, most were carrying dry cargo ani 

most were caught in waters close to t 

war zone. That made war-risk premium 

lucrative business for the insure: 

write. But now the rockets are hittin 

tankers worth (typically) upwards 

$20m each and carrying cargoes wh 

value starts at that figure. And t 

hitting them farther down the Gulf. 
The nearer the war gets t adi Ara. 

bia, the more the oilmen worry. 

that passes through the Strait of He 

accounts for 15-20% of non-commu 

world demand. For every tankerful’ 

wait, Iraq, Iran and the United / 

Emirates between them send through the 

strait, Saudi Arabia sendstwo. = 
Other figures may. soothe. 7 

ago western Europe got two tl 

oil from the Gulf states. No 

third. In the same period, No: 

has halved its imports from 

3% ‘of its oH needs. And if all of the 7 


8m barrels a day that pas 


strait were unavailable, mo 
could: probably be made 
countries, o oo 

~ Opec’s 





rrels (equal to three to. four 


xf American imports). Even. if ` 


ient report on Australia’s -ura- 
stry is about to go to the prime 
r Bob Hawke. It is sure to 
-Tuctions inside the governing Labor 
If it recommends the opening of 
es, the party's left-wing, which 
anium exports, will be cross. If 
Mr Hawke and the resources 
gy minister, Mr Peter Walsh, 
ranium production to be in- 

‘be embarrassed. > 
e digging has even started, 
.ustralia’s new mines are. a 
‘the world uranium. market. 
account for the biggest slice 
50,000 tonnes of capacity 
be added to world uranium 
over the next five years. But 
1 is;already in an unparalleled 
between four and five years’ worth 
of supplies are now stacked up at power 
À ns around the world. Prices of urani- 
e haye fallen from over $40 a 





Requirements 





According to Mr Hugh ‘Morgan of West- 


ern Mining, Australian aborigines of the 
last century were partial to the flavour of 
Chinese immigrants. If the aborigines 
have: special claims on the Europeans 
who stole their lands, asks Mr Morgan, 
“do the Chinese from Vietnam; who 
- have settled ‘here in their tens of thou- 
"sands since 1976, have similar claims on 
aborigines who killed: and ate their an- 
cestors?”” Mr Morgan goes on to deploy 
theological arguments against aboriginal 
«demands for control of their lands, sug- 
gesting that pursuing ancient land rights. 
is a symbolic. step back into a world of 
paganism, superstition and darkness. 

In his emotional way, Mr Morgan 
reflects the frustration of. Australian 
miners at growing demands for aborigi- 
nal land rights. Last week, Sir Roderick 
Carnegie, chairman.of the CRA mining 
giant and golfing partner of the prime 
minister, Mr Bob. Hawke, said that ab- 
original control over substantial tracts of 
land could blight. Australia’s develop- 
ment for centuries. In voicing loudly 
what. the mining industry has only whis- 
pered so far, Sir Roderick and Mr Mor- 
gan have talked aboriginal land rights on 
to Australia’s political agenda. 


About an eighth of Australia has been 


given back to the aborigines who used to 
own it all. Three states—South Austra- 
lia, Victoria and New South Wales— 


pound in 1980 to only $17.50 now. 

A lot-of mining companies thought that 
tae world: would. rely more on nuclear 
power. after the 1973 oil price rise, but 
environmentalists stopped this from hap- 
pening. Since it can take upto 10 years for 
a new mine to start producing, many of 


Production by country 


United States 42 


pimein CANBERRA 
have enacted land- 
lets aborigines 
Labor governme 
national bill embo 
aboriginal 
land. It has now 


an aboriginal v 
unqualified, 
The miners’ most 


al government of N 
introduced i fe 
(Northern © Terri 
thought that 189 


blocked exploration 

in the Northern Territ 

and 1981. Since 198} 

been offered 165 

none has secured t 

required by the act. T 

ment plans to amend the 

tories act. to break-the e 

jam. But as. long as it re 

the principle of aboriginal 
underpins the legislation, th 

be subject to the aboriginal veto 
Sir Roderick and Mr Morgan me 
the mining industry will stay sha 


yielding. ore. Is the uranium: ind 
already working at only. 76% 
facing disaster? i 

Not as a-whole; but so 
surviving at the expense’ of 
recent fall in-demand: has: qui 


wan) and Australia (if Mr H 
wayi ' 
The big loser is the U 
uranium output. decline 
tonnes in-1978 to 5.000 t 
America’s share of the wor 
from 40% in 1978 to Je 
1982. and.is now smalle: 
and South Africa's. 
Most .of Americ 
high-cost operation: 


“produ 


monly have 10-year. contracts. 


y 
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utilities at fixed prices. 
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The price drop has been so sharp that 
some new mines have failed, like the 
Beisa ‘mine in South Africa, which 
opened in 1982 and was for a while the 
world’s second biggest producer. Beisa 
had unusual problems: other South Afri- 
can mines produce gold as well as urani- 
um so their costs are spread. South Afri- 
can uranium producers have announced 


-that they will produce 14% less uranium 


this year than last year’s record 7,000 


tonnes.. Even. Rio Tinto-Zinc’s giant 


- Réssing mine in Namibia is running at 


a a 





- _ under 90% of its 5,000-tonne capacity. 


< South Korean shipyards 


The tide recedes 


SEOUL 


- South Korea’s shipbuilding industry is 


struggling to maintain the oomph that 
doubled its share of world new orders to 


20% ‘in 1983. In the first quarter of this 


year, a mere 22 orders were won by the 


four leading yards, which account for 
90% of the country’s shipbuilding capaci- 
ty. Only two of those orders were for big 
- ships, and the total was a disappointing 


71,000 gross tons. Across the Tsushima 
‘Strait, the Japanese are smirking. 

Thanks to last year’s bonanza, the large 
and still expanding yards owned by Hyun- 
dai, Daewoo, Samsung and Ksec have 
plenty, of work to keep them going—for 
now. The big four have export orders for 
189 vessels, worth $3.5 billion and weigh- 
ing 4.3m gross tons. The yards worry, 
though, that orders are now being met 
faster than they are being replaced. 

Without new orders, Hyundai will start 
to have gaps in its delivery schedules after 


Whatever next? 
f i 82 % 





Somebody, somewhere, does not like 
Pocky sticks. Ezaki Glico, a Japanese 
firm which makes these and other con- 
fectionery near Osaka, has fallen victim 
in the past two months to a group of 
fruit-and-nut cases who seem deter- 
mined to drive the company out of 
business. Their latest mischief was to 
write to local newspapers this week say- 
ing some of Glico’s sweets had been 
laced with cyanide and threatening to 
put these on supermarket shelves—a 
threat that recalled memories of how 
seven people died when cyanide was put 
in Johnson & Johnson Tylenol headache 
pills in Chicago in 1982. Stores immedi- 
ately withdrew Glico’s goods from sale, 
and the firm has had to cut output. 

In March, the company’s president, 
Mr Katsuhisa Ezaki, was sitting in his 
bath when three masked men burst in, 
took him away naked and dripping, and 
demanded a ransom from the firm. He 
was held for three days before managing 
to escape. During April, some company 
buildings were burnt down, and threat- 
ening letters were sent. 














July, 1985. Daewoo is in a stronger posi- 
tion but it still needs to get orders soon for 
delivery in late 1986 and 1987. 

The South Koreans were just as de- 
pressed this time last year when expanded 
capacity looked like remaining idle. The 
Sanko Steamship company owned by Ja- 
pan’s economics minister, Mr Toshio Ko- 
moto, came indirectly to their rescue 
when it suddenly placed orders for 110 
ships with Japanese yards, hoping to 
exploit rock-bottom prices. Sanko’s move 
sparked a copy-cat mini-boom. South 


Kidnapped, burnt, poisoned 




















TOKYO 


Then came the letters warning of poi- 
soned chocolates. Ezaki Glico’s shares 
have fallen by a third from their 1984- 
high of Y745 ($3.20) to Y525 on May 
14th. What has the firm done to deserve 
this? Mr Ezaki says he has no idea, but 
Osaka police have some intriguing 
theories. 

One is that the firm’s tormentors har- 
bour a grievance about a merger in early 
1982 between two subsidiaries, Glico 
Ham and Glico Shokuhin (which makes 
instant foods). Mr Ezaki pushed the 
merger through against internal opposi- 
tion. Factional loyalties last longer in 
Japanese companies than elsewhere. 

Another police theory is that, griev- 
ance or not, the kidnappers may now be 
trying to profit from share speculation, 
perhaps by buying up Glico shares 
cheaply and either selling when they 
rebound or, as the next step, forcing the 
firm to buy back the shares for a steep 
price. Whichever theory proves correct, 
the firm, which had sales of Y120 billion 
($520m) and net profits of Y6.2 billion 
last year, is suffering. 


Korean yards booked $2 billion in new 
orders within two months. 

Nobody is predicting a repeat perfor- 
mance this year. Industry insiders say that 
South Korea will have a hard time hold- 
ing on to its bigger market share. One 
South Korean shipping boss even de- 
scribes last year’s gains as accidental. The 
Japanese, he says, were too busy working 
on the massive Japanese orders (Japan 
took 57% of new orders) to bid on others. 

The moans about unfair competitior 
came last year from Japan. This year it is 
the South Koreans who are squealing. 
They say they can match the Japanese on 
price and delivery, but are losing con- 
tracts because of Japanese subsidies. 
South Korea’s export-import bank 
charges 9% interest on loans for up to 
80% of a ship’s cost over eight years, 
whereas, South Korean shipbuilders say, 
Japanese firms can borrow at 7-7.5%. 

Each country wants to divert protec- 
tionist threats from Europe, where ship- 
yards are starved of orders. But, despite 
the rude words, the shipyards of South 
Korea and Japan are often more collabo- 
rators than competitors. South Korea is 
still dependent on Japan for most marine 
engines and components, navigational 
equipment and some special steels. Re- 


cently, riveters and platers from the two 


countries met in Kyoto to discuss their 
problems and, according to some Japa- 
nese newspapers, agreed to cool their 


price competition. Both sides, naturally, 


deny it. ` 


THE ECONOMIST MAY 19, 1984 





1 unaudited « operating gloss before taxation 
£8 ony was ocurred for the 3 montis ended 


Premium income was ata similar level to 1983, 
*flecting the cancellation of unprofitable 
usiness in the United States and intense 

petition in all major insurance markets. 


estment income net of loan interest 
asmall decrease due to adverse trading 


e profits showed a satisfactory increase. 


the United States premium income 
uced by 5%, and there was a fall in the 
rating loss. Personal lines claims experience 
mproved, but commercial lines continued to 
eriorate. The statutory operating ratio was 
114.8% (1983 114.3%), which included an 
expense ratio of 31.0% (1983 31.7%). 


In the United Kingdom the underwriting 
sult reflected the cost of weather-related 
ims, amounting to £12m, and particularly 
severe commercial fire claims. 


Netherlands the overall result showed 
an improvement. 


Canada severe competition erhiced' non- 
emium income by 6% and caused a 
erioration in mote underwriting - 


est of the World the riil wasi Tad by . 


investment income, following the. 
f London-held funds to support our 
tates Operations. 
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“Non. life 
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Investment income net of 
loan interest 
Underwriting result 
Life profits 
Associated companies’ eamings 
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before Taxation 
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Operating Profit/(Loss) 
Realised Investment Gains 
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Earnings per Share 
Operating profit/(loss) 
Realised investment gains 


Shareholders’ Funds 
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Buddy, can you spare four and 
a half billion bucks? 


America’s eighth biggest bank, Continen- 
al Illinois, has just been to hell and back. 
t went there when rumours spread last 
i eck that its pile of bad loans had finally 
ome too big for it to handle; it re- 
turned this week after a whip round by 16 
of its biggest competitors raised $44 
pillion. 

First Chicago, Continental Illinois’ 
yeighbour and rival, was among the 16. It 
sould afford a wry smile about just how 
ast the banking tables can turn. Only 
four years ago, after a decade of solid 
drofits growth, Continental’s reputation 
ut its rival in the shade. Continental was 
the gentleman’s bank of the mid west, 

ith ambitions to become America’s big- 
zest industrial lender. First Chicago was 
hen still embarrassed by the loans it 
nade to Mr Bert Lance, the budget 
director in the Carter administration, and 
o the Hunt family of Texas to finance its 
ilver speculation. Customers were de- 
erting to Continental, and First Chica- 
o’s profits were squeezed. All of this 
culminated in the departure of Mr Robert 

bboud, First Chicago’s autocratic 
airman. 

Now the boot is on the other bank. 
-ontinental’s chairman, Mr Roger An- 
ferson, left last month after a squabble 


over the bank’s energy loans. In Febru- | 


ry, Continental was obliged to sell its 


Vy Continental Illinois 


US$ 


Share price » 


Net income 


1982 ` 


jources:Datastream:. company reports 
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credit card business for $176m to Chemi- 
cal Bank to make sure it could maintain 
its dividend. Today, First Chicago, under 
its chairman Mr Barry Sullivan, whom it 
pinched from New York’s Chase Manhat- 
tan four years ago, is making all the 
running in the Windy City. 

With the benefit of hindsight, most of 
Continental’s problems are traceable to 
its indiscriminate scramble for growth in 
the late 1970s. It may be that First Chica- 
go avoided doing the same only because it 
took a tumble in a similar dash for 
expansion five years earlier. 

In the late 1970s, Mr Anderson, Conti- 
nental’s (now ex-) chairman, set the bank 
on course to become America’s biggest 
lender to industrial and commercial com- 
panies. Continental’s lending officers 
earned fat bonuses geared to the volume 
of loans they pushed through. From 1978 
to 1980, the bank’s loans and leases grew 
annually at an average rate of 22%. It had 
moved up to sixth place in size behind 
Citicorp, Bank of America, Chase Man- 
hattan, Manufacturers Hanover and Mor- 
gan Guaranty and bragged that it was the 
largest bank between Manhattan and San 
Francisco. This heady growth was 
achieved at the cost of paying insufficient 
attention to the quality of the loans that 
were taken on. 

Part of the blame must lie with the state 


‘fst First Chicago 


Share price > 








<Net income 


Pillars of unwisdom? 


of Illinois’ antiquated banking laws. A 
prohibition against a bank having more 
than one branch made it hard for Conti- 
nental to find customers with whom it had 
daily contact and whose creditworthiness 
it could easily gauge. To achieve growth it 
was obliged to get into businesses which it 
did not fully understand—including ener- 
gy and distant real estate. 

Things were made worse by Continen- 
tal’s failure to establish a rigorous proce- 
dure for vetting new loans—a fault which 
has also contributed to the troubles of 
Crocker, the American west coast subsid- 
iary of Britain’s Midland bank. Banks 
normally require new loans to be ap- - 
proved by a credit committee. At Conti- 
nental, credit control was left in the hands 
of ‘individual bank executives who were 
free to pursue their pet schemes. The 
upshot: Continental was exposed to those 
industries and sectors most vulnerable to 
the high interest rates and depressed 
economy which followed. Mortgage and 
real estate lending accounted for one fifth 
of the bank’s domestic assets at the end of 
1980. Continental also opened its cheque 
book to such unfortunates as Internation- 
al Harvester ($200m), Massey-Ferguson 
($40m) and Braniff ($24m). Internation- 
ally, Continental made loans to many: 
private-sector companies in Latin Ameri- 
ca (including $100m to Mexico’s Grupo 
Alfa) which have-not benefited from debt - 
reschedulings and IMF rescue packages. 

Continental’s biggest blunder was in — 
energy lending. It lent $170m to Nucorp 
Energy, a Californian drilling outfit - 


85 





I 
ae 


FINANCE 


- Continental ill-in-oil 
=== Continental Illinois 
eeeee First Chicago 


Return on assets* 


Non-performing loans 
as % of total loans and leases 


j 1982 1983 1984 
+ Income before securities transactions as % of average total 
assets 


1 Net interest income as % of average total assets 


Sources: Salomon Brothers; Merrill Lynch; company reports 


‘which went bust in 1982; and another 
$200m to the American subsidiaries of 
Canada’s Dome Petroleum. Continental 
also plunged into the oil business indirect- 
ly by taking “‘sub-participations” in ener- 
gy loans made by the Penn Square Bank 
of Oklahoma City. When Penn Square 
failed in July, 1982, Continental had just 
over $1 billion of these loans on its books, 
over half of them acquired in the previous 
12 months despite frequent investigations 
of Penn Square by bank regulators. 
Continental has never fully recovered 
from the Penn Square affair. Its non- 
performing loans have risen relentlessly 
(see chart above); as a percentage of total 
lending, they now stand higher than those 
of any other large American bank. Ner- 
vous depositors have obliged the bank to 
pay more for its deposits. Because Conti- 
nental does not have a branch network, it 
is more dependent on volatile money 
markets than on stable retail deposits. 
After the Penn Square collapse, the 
bank turned increasingly to the Eurodol- 
lar market, where it could raise funds 
from other (often foreign) banks. The 
potential instability of this arrangement 
was rammed home last week when, ru- 
mours that Continental’s holding compa- 
ny was about to file for court protection 
under chapter 11 of America’s bankrupt- 
cy law led to withdrawals of money from 
the bank by several big overseas deposi- 
tors. The Chicago Board of Trade Clear- 
ing Corporation followed suit, withdraw- 
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ing $50m of short-term deposits, although 
$80m in letters of credit were left with the 
bank. 

On the weekend of May 12th and 13th, 
Continental called on Morgan Guaran- 
ty—an old ally which increased sales of its 
own certificates of deposit and passed on 
the proceeds to Continental after the 
Penn Square collapse. Morgan did the 
decent thing again in helping to organise 
the $42 billion stand-by loan. The money 
was needed to repay loans made by the 
Federal Reserve Bank of Chicago in the 
week ended May 11th; the loans may 
have been as high as $33 billion. The 
rescue demonstrated to depositors that 
Continental has powerful friends. 

One of Continental’s big mistakes since 
its ill-fated dash for growth has been its 
repeated failure to make a clean breast of 
its problems. The difficulties at Interna- 
tional Harvester were well known 
throughout 1981, yet it did not put its 
Harvester loans on a non-performing ba- 
sis until early 1982. The loans made 
through Penn Square were still being 
newly classified non-performing in the 
first quarter of this year, although Penn 
collapsed two years ago. 

Can Continental retain its indepen- 
dence? It may be touch and go. Confi- 
dence, once shaken, is hard to rebuild. 
Several large foreign banks would wel- 
come the chance to make an acquisition 
in America, and takeover would be one 
way of restoring market confidence. 
Whatever the eventual outcome, Mr Da- 
vid Taylor, who has succeeded Mr Ander- 
son as chairman of Continental, must 
raise staff morale, which has sunk to new 
lows as a result of the troubles. 

Mr Taylor might care to learn from 
First Chicago’s experience. When Mr 
Barry Sullivan arrived there as chairman 
in 1980 he found that morale was poor, 
that the bank had little idea of direction, 
and that lending officers were timid, 


afraid that the bank could not afford to . 


take risks. Mr Sullivan set up a small 
group of senior managers to focus on the 
bank’s strengths and give its people a 
sense of purpose. He brought in new 
management; half of First Chicago’s top 


20 executives were replaced. In an effort 


to get closer to the businesses of its 
customers (and so to make it easier to sell 
them a range of services), the bank has 
reorganised its marketing activities along 
geographical lines, rather than individual 
industries. In September, 1983, First Chi- 
cago moved deeper into the small and 
medium-sized business market by acquir- 
ing American National Bank, Chicago’s 
fifth biggest, from Walter Heller for 
$275m. Helped by the purchase of Bank- 
ers Trust’s $700m credit card portfolio in 
1982, First Chicago has also been extend- 
ing its plastic money business. j 


First Chicago still has some way to go i 
sharpening up its international, business 
and Mr Sullivan’s critics say that he į 
doing too much too quickly. Even so, t 
hectic pace seems to be paying off. Whi 
Continental’s net earnings were falli 
from $226m in 1980 to $108m last yea 
First Chicago managed an increase fror 
$63m to $184m. Measured by return o 
assets (see chart), First Chicago is eight 
among America’s big 10 banks. Mr Sull 
van’s boast to put First Chicago in the to 
five could soon be fulfilled. ; 

With so many newcomers in his ma 
agement team, Mr Sullivan’s ambitiou 
strategy is certainly high risk. Mr Taylc 
may understandably believe that risk | 
the last thing Continental can afford 
present. But given the dire straits i 
which Continental now finds itself, car 
afford to be risk averse? 


Reuters 


Who subbed this? 


Not only have some of Britain’s larges 
institutional investors boycotted the Rev 
ters offer for sale this week. So too, in hi 
own way, has the peripatetic press baro 
Mr Rupert Murdoch, a shareholder 
Reuters and also a director. 

Reuters, an international news agen 
and (increasingly) a business informatio 
group, is owned by a gaggle of Briti 
national and provincial and Australasia 
newspapers. Because all shareholde 
have undertaken not to sell any shares fo 
18 months once the public offering i 
completed, most are taking the opport 
nity to realise part of their investme 
now. Not so Mr Murdoch, whose Aust 
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mainly. the. 


insurance coinpa- 


ke up some of the shares in 
fee). 
re miffed because Reuters, in 


vas "offering for dls only “B” 
h restricted voting rights. Al- 
h accounting for 75% of Reuters 
he “B” shares carry only 42% of 
On principle, the big institu- 
sed to sub-underwrite equity 

ot equitable. 
plans. to offer 49.8m shares in 
‘7m shares in America. Exist- 
holders will be selling 77m 
% of the equity); Reuters itself 
flogging 30m new shares which, 
xpenses, would raise £46m ($64m) 
mpany at the minimum tender 


pared with the usual 14%. 
however, ‘that any of the 
swill go at.a price as low as 
investors will offer more— 

re will depend on Reuters’ 

the Atlantic. 

sspectus has been circulat- 

a (the so-called: “red. her- 
ctus), American Investors 
al advisers will rrive ata 


h) and make tenders according- 
' financial wizards expect the 
res to be sold at the equiva- 
n 200p and 235p a share. If 
, € prepared to pay more 

b 


~ Switzerland wants France to stop being 
beastly to old ladies. The Swiss say that 
customs men on the French side of the 
frontier have increased their 
ment” of people heading for Geneva and 

: Basle who look as if they might be 

`- smuggling French franc notes across the 
border to lodge in Swiss banks. Among 
those said to have been given unjustified 

. rough treatment are aged travellers sus- 
pected by customs men of breaking 
France’s exchange controls. 

The Swiss ambassador in France, Mr 
François de Ziegler, has raised the mat- 
ter of granny-bashing formally with the 
foreign ministry. He handed over a dos- 
sier claiming that French customs and 
excise men are overstepping the mark. If 
it does not stop, he warned, relations 
between the two countries could be 


Is Reuters worth the fancy rating it has 
given itself (a prospective yield of only 
2%. at the minimum tender price)? Its 
trading record is dazzling—net income up 
from £1.33m in 1979 to £31.31m last year. 
But such is the symbiotic nature of its 
business, that Reuters’ cannot give a 
breakdown of profits. The bulk of its 
£243m revenue (89%) comes from its 
financial and business information ser- 
vices, where competition is hotting up. 
Some of Reuters clients are even entering 
the fray. For example, Merrill Lynch the 
financial services group, is tying up with 
IBM to provide electronic information 
delivery and office automation systems. 
That is of no immediate worry to Reuters. 
Merrill Lynch, which is one of the two 
main underwriters to the New York Reu- 
ters’ offer (Morgan Stanley is the other), 
recently agreed to extend all its subscriber 
contracts. with Reuters to the end of 
February, 1989. 


Taiwan banking 


Offshore breezes 


TAIPEI 


On May 21st, Taiwan officially opens its | 


doors as an offshore banking centre. An 
opportunistic move to grab funk money 
as it flees Hongkong? Not quite. The 
island’s ambition is more prosaic: to in- 
troduce a bit of competition offshore and 


ey are in ae 


“harass- ` 


damaged. 

The budget ministry 
charge of the customs, men 
any problem exists. Only’ 
crossing France’s frontiers: 
says the ministry. That. sti 
around 2.5m checks a year, 
annoy the Swiss. Mr de Ziegler 15 ex 
ed to take his dossier to the bud 
ministry soon. 


decisions since a spate of frat 
years ago—a move that has 
unintended effect of making 

tant to take risks or to: inno 
example, local banks insist that 
loans must..be secured by pr 


to the foreign banks. 
Last year, foreigners got i 


led them to make some ined 
Citibank, for example, le 
ginseng. trader that subsequently we 
bust. 

As the efgrcton banks ae 


loans | from berks, And 
impossible. for any dom 
alone foreigners) properly 
so low is the standard 
accounting. 

Slowly, the central - 
change things. It wants 
ps sera markets and deve 


ith their staff tio 








oosens the tight 
rols that insul 





n the United States are 
er from the shock of the 
erican interest rates. 
prices rose on Tuesday, 
er falling steeply fora week 
lepressed by a rise in banks’ 
to 12}%, the treasury’s $16.5 
y auction of bonds (which 
y wanted to buy), and a 
rest rates between mem- 
agan administration and the 
rve Board. 

ets in America were also 
he thinnest ‘trading for two 
prices rose and fell fitfully 
‘s are beginning to disagree 
interest rates will go. By 
Dow Jones industrial aver- 
1,150, down 3% from its 









































nd dealers, who lost. millions of 
| government bonds in the week 


markét will aket the job of Sanding 
America’s: budget deficit even harder. 
The wildest fringe today is the “repo” 

i i market where it is easier to 










an yreement between ma a 
a short-term haven for his 
ealer looking for a place to 
nporarily some government se- 
The dealer sells the securities 
pledges to. repurchase them at an 
ag ed price in the near future. 

vorld’s biggest. insurance broker, 
Mars å cLennan, has been lumbered 












“pressing for legislation that will clarify 
: the legal status of a repo (ii 


a “$ trade-weighted oF 
exchange rate» 
1975 -100 





«Dow Jones 
industrial average 





Source Salomon Brothers 


ket’s bulls say that bond prices must 
recover (and yields fall) before stocks can 
rally too. Yields on 30-year government 
bonds are 13.5%, up from 11.7% in late 
January. On three-month treasury bills, 
yields have risen from 9.2% to 10.3% 
over the same period. 

Bond dealers are waiting for signs that 
the economy is slowing. Economic statis- 
tics for March and April suggest that 
growth is still strong. Industrial produc- 
tion, consumer credit, retail sales and 
employment are increasing. Dealers 
made heavy losses in bonds because of 
mistaken forecasts late last year, saying 
that there would be slower growth and 
falling interest rates in the first quarter of 
1984. : 

The dealers disagree about what will 


NEW YORK 


America’s bankruptcy laws, leaving sev- 
eral local school boards wondering 
whether they will ever again see the 
money they lent to Lion in a seriés of 
repo deals. 

Repos have become a vital lubricant in 
the sale of government debt. They give 
dealers time to find long-term investors 
prepared to buy the securities. Probably 
about 70% of the American treasury’s 
recent $16.5 billion debt sale was sold in 
the form of repos. Dealers. encourage 
buyers by lending them money to do 
repo deals at an interest rate well below 
what they would be charged for a 
straight bank loan. 

The Fed is trying to regulate the repo 
market more closely. Dealers in govern- 
ment securities have been told to report 


any account whose net government bond |. 


holdings exceed $5m. And the Fed is- 
the creditors’ _queue) whi e o 

pa : such Lion goe 
However, the Fed sS 


o sell this year. and: ext 






















happen when the economy does slow 
Some say interest: rates will fall a percent 
age point or two. Others, among ther 
Salomon Brothers’ ‘ae Mr Heni 







commercial paper has been a ; 
an annual rate of 50% in the p 
America’s ‘deregulated: finan 
kets and its big federal budget defi 
inflated both private-sector an 






push up short-term interest rat 
March; the Fed ate to increase i 






supply has. grown“ slowly in recen 
months, the broader measures of. credi 
are near the top of their target ranges 
Any sign of further tightening by the Fer 
could once again raise the dollar. 5 
foreign-currency and“ mo! 








hand when its: ENA open a 
committee meets on Tuesday, May 

Long-term rates, in contrast, 
because there is so little demand 


























narrows when interest rates S 
“yield gap” in America is no 
instead, as buyers of long 





















Economist's indus 
now 10. 9% low 











longer-term inflation pros 
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think, the company 

to be ‘billed in FSL of October, 1982, as 
“one of the outstanding growth-stocks of 

_ the early 1980s”. Yet. for a few months, 
that is just what it was. FSL gave it a first 
fair wind in August. 1982, at 49p. by 


portfolio would be up 20-30%. 

the most-touted mini-shares 

like rockets, have fallen lik ‘stones 
Take another. FSL- jüri 


$ and interest rates, he 

the market's confidence that the 
istration will get tough on the defi- 
fter the election (assuming, of course, 


Reagan is re-elected). This ero- 
inflation ee and 


“markets if they find 
conomic eee be- 


The | gap between 
nd bonds is widening as 


stockbrokers, stuck for a 
pitch, are telling people to 
qua ity stocks”—ie. familiar 
s in almost any industry. This 
for some time in share-price 
Nasdaq. over-the-counter 
index is 24% down from its 
while the San Francisco bro- 
echt & Quist’s high-technol- 
ndex is 41% below its highest 
ne ‘last. year. The Dow Jones 


ne shales is 10% below its re- 


Sree all”, the London 
Fleet Street Letter com- 


into pubs. with commer- 


October's puff it stood at 66p; another 


fair wind in November at 165p, with talk 
of 250p. which was indeed a long-sur- 
passed memory. come the next boost a 
fortnight later. London & Liverpool 
closed 1982 at 345p. But “there's more to 


Seven rockets, six sticks 


Some high-flyers’ share 
prices, in pence 


Arlen Electrical 
Bio-fsolates 
Comtech 

Mnemos 
immediate Bus 
London & Liverpool 
Fleet Holdings 


Financial Times closing prices. “issued at 33p. tafter adjustments 


go for”, quoth FSL’s New Year's Day 
issue. There was, in a way: 5p up to the 
year's peak—and then 327p down to the 
bottom. By end-1983, London & Liver- 
pool stood at just 25p—which had not 
stopped FSL declaring as recently as 
December 3rd that basically the trust has 
“a marvellous business” and “on funda- 
mentals [the shares] ‘are certainly very 
cheap”. Alas, fundamentals lost to some- 
thing still more fundamental. 

Still, alot of people must have made 
mioney.on the way. Let us hope FSL 
contributors were among them. The tip- 
sheets rule—and it is stricter than 
some—is that contributors may not own a 
share before it is tipped for the first time, 
but may thereafter, at which point(s) it 
will announce the fact; as indeed it did on 
its second recommendation, and was still 
doing, after the collapse, in July, 1983, 21 
months and nine mentions of the share 


_ later. 


None of which proves that FSL is bad 
at its job or more flatulent than its 
competitors, nor that its contributors 
grow rich while subscribers grow poor. 
You can't, indeed, win them all; and it 
has been equally persistent about Lord 
Matthew's Fleet Holdings. which. even 


l offits peak, ‘still stands around nine times 


bined Technologies, rec 


| plete with the statement: ; 
ciates had a holding) as. ne of 


“seven for the early 1981 


1983, when Comtech stood above í 


“could easily be a 200p st 
Well, maybe. Despite a good 


attention from FSL, it opene 
at 16p (see table). 

Comtech is typical of the 
boom stocks: a little company 
idea, if only somebody will bu 
big order too often seems to 
the corner. Comtech, a mai 
company, had one high-t 
sink—an electronic. retr 
which would just suit, say (2 
it has been said), somebod 
wagen, which has to keep tra 
of thousands of spare parts. ( 
the wit to spin off. its. mo 
Mnemos, in April 1983; with: 
from de Zoete and Bevan 
the child has been even mor 
than its parent. 

Another much-favoure 
been Immediate Business Sys 
device would enable the g. 
give you your bill on the spo 
stand at one seventh of their | 

Or take Nimslo, they of tt 
era, languishing around 25) 
10% of their peak in 
Isolates, the miracle laur 


irst recommended .. fr 


is—how did you 


vement nie a z4 


tone moment läst year, 1 
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ms- control agree- 
<; America and 
to have any chance of 
, each side must be 
convinced that it has adequate 
meahs o hecking on whether 
he other side iş keeping its prom- 
= Doubts’ in the American 
s about the verifiability of 
reaty helped to keep it 
ified by the United 
ith mistrust. deepening 
merica, and Russia, 
ification will be- 
thing, an even more 
portant issue in future agree- 
than it has been in the 
technology of verifi- 
tion up to the job? 
fic. fon could mean on- 
ns by the other party 
prement, or by third 
p ies, In practice, because of 
'Russia’s ot jections to such visits 
on its territory, it never has 
‘meant that, but rather verifica- 
tion by what. have been called 
nee the Salt-1 treaty of 1972 
national. technical means’ —ie, 
‘Satellites, radars and communica- 
-listening devices. These are 
pplied by the superpowers to 
heck on each other's compliance 
with ‘two main kinds of arms 
control agreement: limits on the 
number: or quality of nuclear 
weapons, and limits on the test- 
ing of nuclear devicés. 

























The basic: tasks in verifying a 
nuclear weapons agreement are 
counting the number of weapons 
the other side has and finding out 
what they can do. For counting, 
overhead reconnaissance satel- 
: -superbly capable. Some 
acts. of territory for 
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WASHINGTON, DC 
named “big bird”, for close 
looks, and the KH-I1 for area 
scanning. 

Big bird is an earlier vintage 
satellite near the end of its life (if 
it still exists at all). One way it 
sends its pictures back to earth is 
to drop high-resolution photo- 
graphs to earth in capsules that 
are caught in nets by specially- 
equipped aircraft. Film of larger 
areas is developed aboard and 
then converted into digital signals 
and radioed to earth. 

Two of the newer KH-I1s are 
probably in orbit at all times. The 
KH-11 does not depend on pho- 
tographic film at all. Images are 
recorded on arrays of silicon and 
transmitted instantly to earth (ei- 
ther to Cheltenham in Britain or 
to Fort Meade, Maryland) to be 
turned into pictures. Neither 
KH-9s nor KH-1Is spend a long 
time in space: they are so heavy 
and fly so low that they drop back 
to earth within two months and 
have to be replaced by new ones. 

Traditional camouflage is not 
much help against modern satel- 
lites. Scanners that combine im- 
ages from several spectral bands 
easily distinguish between, say, 
green grass and green concrete. 
Infrared devices can observe ob- 
jects at night (though with limited 
resolution) and. in some cases, 
detect underground structures, 
Techniques for interpreting the 
images have also advanced. Mod- 
ern satellites rotate their cameras 
to take angled photographs from 
which computers generate three- 
dimensional images. 

But there is still a lot that 
satellites cannot do. They cannot 
sp¥ oh Russia all the time: only 
satellites in geosynchronous or- 
bit, more than 20,000 miles high, 
stay above a single area of the 
earth. To get detailed pictures. 
reconnaissance satellites fly in 
low orbits where they spend only 


t-a few hours a day above the esik 
Union. The orbits of big ff 





Sovie 
ird and the KH-11 are predict- 


know exactly when jt is time to 


ible. Since neither has much abi | 
o manoeuvre, the Russians- 





Oop 
scanning altitudes. of 200 m 
more down to 75 miles for a cl 


look at suspicious activities; 








With a fleet of four unpredict- sile | 
able. KH-12s and some older sat- (thi 


ellites in orbit at. the same ‘time, 


the United States should at last 
be able to keep important regions: 
of the Soviet Union under contin: 


uous surveillance. But-not even 
the most sophisticated satellites 
are proof against clouds and 
night, and it is not unusual for 


eastern Europe to be under cloud” 


cover for. seven days out of 10; 
Satellites do a good. job of 


counting missile. silos or subma-* 


rines, but they can tell little about 
what is inside. That can be mofe 
important than numbers. Even if 
the generals thought they could 
hide an extra silo here or there, 

there would be little point: get- 
ting away with cheating on ascale 
that would make a strategic dif- 
ference is improbable. 

But developing a new class. of 
weapon could make a difference. 
An improvement in quality can 
also be easier to conceal, because 
new missiles can often be made to 
look like old ones. In January. 
for example, President Reagan 
told congress that Russia. ap- 
peared to have violated the terms 
of Salt-2>by building two new 
“light” ICBMs when only. one is 
allowed. {America has said that 
even though the treaty is unrati- 
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heads: and accuracy can 
be deduced from its external api 






way to discover them’ is to 
how the missile performs when i 


“is-being tested in flight. 


eavesdrop on the missile’s tel 
etry—the radio messages it sen 
to the ground during tests. Thes 
typically give details about en 
gine thrust, fuel consumption ane 
the performance of guidance sys) 
tems and the warhead itself. Salt 
2 recognised that eavesdroppin. 
on the other side's telemetry w 
a useful way to monitor comple 
ance with the treaty. The partie: 
promised not to transmit tele 
etry in code (encrypt it) if | 
would interfere with verificat 
Telemetry is also usedshor 
er, to sénd information that 
nothing to do with treaty verific 
tion—information about “vil 
tion and the reliability of ¢ircui 
for example. Salt-2 reservés th. 
rights of both sides. to nery 


The simplest method is d 
















says the Russians aree crypt 
data that should be broadcas 
the clear, and that almostall 
data in recent Russian tests ha 
been encrypted. The: Russia 
say the coded information’ i isn 
relevant to verification, > : 
Intercepting telemetry cann 
in any event offer a onpi 
picture of the performan f th 
other side's missile: 
nologi 


used to pather inform ion abow, 
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: unhappiness i ist 
missile’s warhead appears 
ccount for less than half ¢ 
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Happier days: Carter and Brezhnev share the Salt 


the SSX-25 was tested with a light 
instrument package in place of its 
eavy warhead, and that Ameri- 
n radars failed to notice the 
difference. 


Explosive questions 


The other main kind of agree- 
ment limits warhead tests. Nucle- 
ar weapons tests in the atmo- 
sphere are almost impossible to 
hide. High-flying satellites would 
quickly detect the characteristic 
double-flash of visible light and 
burst of X-rays. In 1963 America 
and Russia were confident 
enough of their verification tech- 
nologies to sign the Limited Test 
Ban Treaty, which forbids nucle- 
ar weapons tests in the atmo- 
sphere, in space or in the oceans. 
So far they have baulked at a 
total ban, partly because it is so 
much harder to monitor under- 
ground tests. 
Verification problems have 
lagued the 1974 Threshold Test 
an Treaty, which prohibits un- 
erground tests of nuclear weap- 


eons with an explosive power 


greater than 150,000 tons of TNT 


| (150 kilotons). The treaty has 


ever been ratified, although 
oth sides say they observe it. 
The Reagan administration 


| suspects the Soviet Union of hav- 


ing broken the treaty several 
imes by testing bombs above the 
hreshold. America therefore 
ants tougher verification proce- 


| dures written into the treaty, a 


| 


proposal the Soviet Union has 
ejected. The verification prob- 
ems with the threshold treaty 
shed some light on the even 


_ worse difficulties that a complete 


‘est ban would run into. 
Have the Russians really 
‘heated on the threshold limit? In 
anuary President Reagan told 
songress it appeared “likely” that 
ey had, but admitted the evi- 
ence was fuzzy. Expert opinion 


the United States is divided, 


seismologists at the Pentagon's 
Defense Advanced Research 
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Projects Agency (Darpa) say 
nine Russian tests between 1976 
and ‘1981 may have exceeded the 
150-kiloton threshold, Other 
seismologists, relying on differ- 
ent assumptions, disagree. 

Seismographic techniques are 
remarkably sophisticated. It is 
unlikely that any country could 
test a large nuclear bomb under- 
ground without being found out. 
But working out the yield of an 
explosion precisely enough to 
know whether it is below a cer- 
tain level is another matter. Since 
the superpowers cannot observe 
each other’s nuclear tests direct- 
ly, they must measure the seismic 
waves shot out by an under- 
ground explosion and infer the 
yield of the bomb being tested. 

How? There is no way to calcu- 
late abstractly just how big a bang 
is needed to produce seismic 
waves of a particular size, so the 
procedure relies on observation. 
When the United States conducts 
underground tests, it knows the 
yield of the bomb it is setting off. 
It can measure the resulting 
shock waves and construct a 
curve showing the seismic waves 
caused by bombs of different 
sizes. To analyse a Russian test 
the procedure is reversed: Amer- 
ican geologists measure the 
waves, refer to their own graphs, 
and guess the yield of the bomb 
that caused them. 

The trouble is that the Ameri- 
can measurements are taken at a 
test site in Nevada, where there 
have been recent volcanoes and 
where the earth’s tectonic plates 
have been grinding at each other 
in the geologically recent past. 
The main Russian testing 
grounds, in eastern Kazakh, are 
in a stable zone where there has 
been little tectonic activity for 
several hundred million years. 

The differences are important. 
The earth’s mantle transmits cer- 
tain types of seismic wave less 
efficiently in.Nevada than it does 
in Kazakh. That means a bomb 
tested in Kazakh could seem a lot 
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bigger than a bomb of identical 
yield tested in Nevada. 

The need to take account of 
this in reading Russian tests has 
been recognised by American of- 
ficials since 1978. But how big 
should the adjustment be? Darpa 
says that even after an adjust- 
ment of 30%, the test data sug- 
gest Soviet violations. Several 
American geologists think an ad- 
justment of 35-40% is called for. 
By their calculations, Russia's 
biggest recent tests had yields 
close to 150 kilotons. Studies by 
the Lawrence Livermore Labora- 
tory in California say only that 
the evidence is ambiguous. 

The implications for the 
threshold test ban itself are far 
less important than the disquiet- 
ing message it gives about the 
verifiability of a comprehensive 
ban. Even if the Soviet Union is 
cheating on the 150-kiloton limit, 
it is petty cheating that can do 
very little strategic harm. If a 
comprehensive ban were in ef- 
fect, however, even a little cheat- 
ing could do serious damage. 

The reason is that after a few 
years of a comprehensive ban, 
both sides would be unsure of 
how reliable their old weapons 
were and almost completely in 
the dark about the quality of any 
new ones they had developed. A 
few underground tests, with quite 
small yields, could give a big 
advantage to the side that con- 
ducted them. 

Adequate verification of a 
comprehensive ban is not out of 
the question, but it would require 
a change in past practice: at least 
a form of on-site inspection 
would be needed. Each super- 
power would have to let the other 
keep some seismic stations on its 
territory. Just in case, America’s 
Sandia National Laboratory in 
New Mexico has already de- 
signed an unattended sensing sta- 
tion that could fit the bill. It is 
designed to transmit a small por- 
tion of its seismic data in code to 
prevent tampering. 

The main technological prob- 
lem would be to distinguish be- 
tween waves produced by under- 
ground explosions and those 
resulting from earthquakes. Of- 
ten, all that would be needed is to 
find the source of the seismic 
“event”. By comparing the arriv- 
al times of shock waves at differ- 
ent seismographic stations 
around the world, the source 
could be pinpointed to within a 
couple of dozen miles. 

Most seismic events will obvi- 
ously be earthquakes, either be- 
cause they originate in countries 
that could not plausibly be testing 
nuclear weapons, or because they 
come from too deep in the earth. 


Only one out of 10 earthquakes 
occurs within the few miles the 
earth's surface that-man has dug 
down.to. 

Still, about 100 earthquakes a 
year originate in the Soviet 
Union at depths where they could 
be mistaken for nuclear weapons 
tests. Fortunately, a growing 
number of geologists believe 
these earthquakes could be sin- 
gled out by the pattern of shock 
waves produced. Earthquakes 
and explosions generate quite, 
different wave patterns. 

There are at least two possible 
ways of cheating. It is theoretical- 
ly possible to disguise the pattern 
of shock waves by “decoupling” 
the explosion. A bomb could be 
detonated in an especially big 
cavity or in a substance that ab- 
sorbs some of the shock, such as 
dry alluvium. Another disguise 
could be provided by timing the 
explosion to go off simultaneous- 
ly with an earthquake. 

Neither subterfuge is all that 
promising. There are limits to 
how big a cavity can be made 
before it caves in. And disguising’ 
an explosion within an earth- 
quake would require a daunting 
feat of concealment and timing. 
Even then, the risk of discovery 
would be high. Most geologists 
agree that with a network of on- 
site seismographs it would be 
possible to detect almost any ex- 
plosion with a yield above a kilo- 
ton or two. 


Grim progress 
The growing sophistication of 
seismography is one of the few 
encouraging trends in verification 
technology. Many other technol- 
ogies are developing in a way that 
makes concealment easier than 
detection. Nuclear weapons are 
growing less dependent on big 
installations, such as silos and 
submarines, that can easily be 
counted by satellites; the small 
and mobile cruise missile is a 
prime example. Nor does count- 
ing silos tell you as much now 
that a silo can be reloaded with a 
second ICBM shortly after the 
first has been launched. Perhaps 
the most worrying thing is the 
growing vulnerability of spy sat- 
ellites themselves. ek 
The technologies of verifying 
nuclear arms agreements seem to 
be slipping behind what will be 
needed of them. A change in the 
framework in which they are_ap- 
plied is probably unavoidable. 
On-site inspection will become 
indispensable in some cases. So 
will unencoded telemetry. To- 
day's verification technologies, 
unaided by such changes, can no 
longer do the trick. 
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ra the first weeks of the New Year, the leading Sydney 
newspapers contained forecasts from economists unani- 
= eae agreeing that Australia would experience a year 
‘of greatly improved growth. 

Certainly things are looking up for the nation which is the 
third largest economy (after Japan and China) in South East Asia. 
Rains have brought back record harvests, . 
-producing the sort of recovery in the 
tural sector that benefits the whole 
economy. New oil deposits have been 
discovered. Mining ac tivity ison the 

increase, Inflation is down, Public 
spending is up. All so far. with- 
aes aan prise 


Pca to 
crease by 20-25% in coming months, primarily due to cost 
utting -and rationalisation. As the world recession ends and 
industries everywhere begin to replenish mineral stocks, the 
Su plier they will frequently turn to is Australia. 
; There isno doubt about it, Australia is now firmly back in 
favour vihi investors both at thome and abroad. | 








Australia has kige: reserves sof iron ore, "bacite. uranium, 


<: tineral sands, nickel, lead, copper and diamonds, not to mention 


precious metals, 
Already a net energy exporter, Australia’s position should 
fi th improve as Japan and the developing countries of South 
t Asia continue to. prosper. 
Australia is also their obvious source of raw materials. 
ndeed, we expect that demand for Australian natural 
resources: will continue to rise until the end of the century. 
only fair to point out that many Australian companies 
are Felatively, small. Individually, they can suffer if projects fail, 
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as can the prate investor. To reduce r < 
wide, selecting only the most promising ustralian hares 
In the course of investigatio 
visit Australia to inspect mines a di alk to geologists as well 
as decision makers in local companies. 
What could be a risky venture in less capable hands can 
be an attractive market for the know! edge- ; 
able investo: : 
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SCIENCE AND TECHNOLOGY 


\re the Japanese ready to turn 


Ugs into yen? 


pan’s reputation for industrial invinci- 
ity has run so far ahead of it that its 
als start trembling before it sets foot in 
e ring. The west is now afraid of what 
An might do to it in biotechnology: a 
port by the American government's 
ice of Technology Assessment said 
rlier this year that the Japanese pose a 
z threat. The Japanese are in fact catch- 
g up fast. But they are not yet as 
eatening as easily spooked westerners 
e to think. 
Biotechnology is based on the manipu- 
ion of genetic material to create a 
mercial product (such as a drug or a 
tter strain of plants). The Japanese 
re characteristically out of sight when 
e biotechnology industry got going in 
west in the 1970s. Now that the 


Cetology 


Any biotechnology company that hopes 
to succeed must look to drugs to make it 


grow. Mr Robert Fildes, who has been. 


president of Cetus Corporation for the 
past two years, has large ambitions for 
his company; he predicts sales of $500m 
by 1990. But Cetus has a long way to go: 
the company, which is located in Emery- 
ville, California, just across San Francis- 
co Bay from Genentech, its better- 
known competitor, had a small profit of 
$800,000 on revenues of $32m in the first 
three quarters of the financial year that 
ends in June. Mr Fildes is pinning his 
hopes on three anti-cancer drugs to give 
Cetus the sales it needs to reach his goal. 
The first to reach market should be 
beta-interferon, which Cetus is develop- 
ing with Shell Oil. Interferons are sub- 
stances released by damaged cells, such 
as cancerous ones, as part of the body’s 
normal defence mechanisms. They act 
_ by interfering with protein synthesis and 
thus blocking growth of abnormal cells. 
Apart from Japan’s Kyowa Hakko, 
Cetus seems to be the only company to 
have solved the problem of making a 
long-lasting form’ of genetically-engi- 
neered beta-interferon. It has found that 
the life of cloned beta-interferon can be 
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industry’s earliest days are past, however, 
the virtues of large-scale production and 
mass-marketing will start to tell. West- 
erners who remember Japan’s strength 
when a similar stage was reached with 
cars Or memory chips are nervous. But 
the challenge from Japanese biotechnolo- 
gy should prove different from that of 
Japanese electronics. 

One reason is that the role of the 
Japanese government is trivial in biotech- 
nology. The Ministry of trade and indus- 
try (Miti) has plans to funnel $43m into 
research on genetic engineering over the 
next decade, but it already finds its bud- 
get trimmed. Venture capital is scarce, 
and there is a dearth of biologists in 
Japanese universities to provide any new 
entrepreneurs. All of the 30 or so firms 


prolonged simply by swapping one ami- 
no acid, a protein building block, for 
another. This cloned beta-interferon is 
thought to be at least as active as the 
natural stuff. Cetus’s drug could have an 
edge on the competition: most cloned 
beta-interferon are copies of the natural- 
ly-occurring substance. Cetus’s genetic 
modifications might give its version some 
patent protection. 

However, Cetus’s beta-interferon will 
also have to compete with lymphokines, 
which are also protective substances re- 
leased by damaged cells. Lymphokines 
may be more successful than interferons 
against cancer because they bolster the 
body’s immune defences instead of just 
attacking abnormal cells. Cetus has be- 
gun testing its own lymphokine, interleu- 
kin-2, on 100 patients suffering from 
Aids. 

Immunotoxins are the third kind of 
anti-cancer agent that Cetus is develop- 
ing. They are made by marrying potent 
poisons with monoclonal antibodies. 
Monoclonal antibodies are part of the 
body’s immune system; they recognise 
and latch on to markers on the surface of 
targeted tissues such as cancer ceHs. 

Cetus says that it has produced genet- 


Plenty of genes to play with 

that are trying gene-splicing are from 
other industries such as chemicals (Sumi- 
tomo Chemical), synthetic fibres (Toray), 
pharmaceuticals (Takeda) or food pro- 
cessing (Ajinomoto). None of these had 
an existing biotech research team before: 
it got into the business. To help make up 
for that, many have opted for ties with 


cally-engineered immunotoxins. Bacte- 
ria are made to churn out monoclonal 
antibodies already linked by amino acids 
to the poison. The poison kills off the cell 
that it is attached to by the monoclonal 
antibody. Animal studies have shown 
that Cetus’s immunotoxins are capable 
of killing off tumour cells. Cetus hopes 
to begin testing a breast cancer immuno- 
toxin later this year. 

Cetus is not relying only on drugs for 
its future. It markets a diagnostic test for 
cytomegalovirus (which causes. life- 
threatening infections in babies and can- 
cer patients), and has several other diag- 
nostic tests under development. And the 
company has already developed two 
strains of bacteria for agricultural use. 
One makes plants immune to nema- 
todes, tiny parasites that livè off roots; 
the other improves a plant’s ability to 
absorb nitrogen from soil. 

Money, ‘at least, should not stand in \ 
the way of Mr Fildes’s ambitions. A 
$12m plant for commercial production of 
Cetus’s first two anti-cancer drugs has 
already been built. Of the $200m Cetus 
plans to spend over the next five years on 
R&D (some 70% of it on health-care | 
products), the company already has 
$90m in the bank; another $75m is 
promised from an R&D limited partner- 
ship formed last year. “ 















big products at 





1. companies in’ pharmaceuticals. 
An interesting | test of Japanese abilities in 
biotechnology will come with interferons, 
substances the body produces naturally as 
defene against viruses and cancers. 








i ' than just a new way of 
making n old product (such as insulin). 
The Japanes have a special interest in 
: cancer is the leading cause of 
death i in A 1, and sales of anticancer 














o Kogyo x food company) : ‘are 
m ng he | companies involved; 
sing recombinant DNA tech- 
sne-splicing). to. make beta-in- 
the drug will. spend another two 
clinical trials. Mr Shigeo Shimizu 
‘oray’s pharmaceuticals division says 
Japan has the world lead in beta- 
‘et the market for this prod- 
y to\be small. 
tay scale. up to mass produc- 
Shimizu admits there are prob- 
engineered bugs are notoriously 
e, and purification is tricky—but 
iys his firm can solve them. The firm's 
ck of experience and its relatively small 
arch staff hurt. Like other. biotech- 
ogy companies, Tı oray has discovered 
that beta-interferon is effective against 
rare cancers such as brain tu- 
urs. There is, however, little commer- 
al potential here. 
Another problem is that beta-interfer- 
on, produced by splicing.génes into bacte- 
__ Tia, is less potent than natural interferon. 
` Like other firms, Toray is experimenting 
with yeasts and using mammalian cells to 
yield a better’ drug, but as yet with no 
_ | success, None of the other Japanese firms 
: has reported success either. 

_ As a-result, Toray and other Japanese 
firms are planning to produce interferon 
first by mass culture of human cells. It is 
dn things like this, not in -gene-splicing, 
that ‘the Japanese firms’ strength in fer- 
mentation technology comes in handy. 
‘Some people at Miti think Japanese firms 
should stick to mass-culture technologies 





















































= The most. important fact abou the 

biotechnology industry, tho igh, is that its 
‘this stage are “drugs; and 

Japanese firms are ill-equipped to take on. 


and in the long tun it could. prove : -more 
profitable drug. A 
The Japanese biotechnology iims 


think they have narrowed the gap with — 


the west. That is true, but they ignore a 
huge obstacle. Western drug companies 
are experienced in getting government 
approvals for their products in a lot of 
different countries. The Japanese are not. 
This will put the Japanese at a substantial 
disadvantage when worldwide competi- 
tion in the pharmaceutical products of 


Air pollution 





Bad news for polar bears. The Arctic air, 
once clear as gin, is loaded with sulphur 
and carbon from the smoke-stacks of 
Europe and Asia. This is not new: as long 
ago as the 1950s, a brownish haze had 
begun to smudge the horizons of northern 
Alaska in winter and spring. But. re- 
searchers now know more about its 
sources. 

Man is not entirely to blame.. The 
Arctic is dry, so there is little rain or snow 
to cleanse the air. Moreover, the Arctic 
Ocean seems to make its own contribu- 
tion to pollution. Bromine, which can 
harm the earth's protective ozone layer, 
increases in the Arctic air each spring to 
levels normally seen only in industrial 
areas. Its increase is apparently caused by 
red algae under the ice. 

Sulphur, too, has been added to the 
Arctic air by a natural cause: volcanoes. 
In the past two years. airlines have no- 
ticed a dramatic increase in the rate at 
which their aeroplane windows get 
scarred and need replacing: Investiga- 
tions by Boeing revealed that the problem 
was worse in aircraft using the. polar 
routes. Scientists at the Langley Research 


Dirt tracks 


How smoke gets to 
the Arctic 







Have gunge, will travel 


with the arrival of Sarbon 
























te: f panese drug : 
have yet to make it b in export ma 
In a neat reversal of th : 
with cars and electronics, early mpeti- 
tion between Japan and the wes ; 
pharmaceutical products of biotechholo- 
gy should take place in Japan not i 
America or Europe. 











































Centie of the National Aeron 
Space Administration (Nasa) s 
with the behaviour of the cloud o 
tonnes of sulphur-rich dust thrown 
the. Mexican: volcano: El Chichón 
1982. Much of this remains in the st 
sphere. where it has turned into:sul 
acid; only in the Arctic does it extend | 
enough for aircraft to run into it. 

But. most.of the sulphur in the Are 
air is man-made. It» comes. from c 
burning power stations and the like 
the particles of carbon soot in the A 
haze come from smoke. But smok 
Where? It is known that prevailing 
carry smoke ‘northwards. from: ‘Eurasia 
there are several ways to track it mor 
precisely back to its sources. 

The simplest is tò record the weathe 
patterns and see which winds. corf 










Seletists. at the Sei Rech Centre 

have developed a tool called “lidar” fe 
locating clouds of pollutants from aero 
planes. “A laser is shone through i aqua 
window. in the belly of the aircrat 
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4 
sensor picks up the light reflected back 
rom the particles in the laser’s path. Last 
anuary, a lidar was flown over the North 
ole and found surprisingly extensive 
louds of pollutants concealed by the 
solar night. The lidar cannot distinguish 
ifferent pollutants, but the aircraft can 
en swoop in to take samples. 
The subtle approach in analysing a 
fample is to search the soot for rare 
etals and deduce from their concentra- 
ons the kind of fire in which the soot 
riginated. This technique has exonerat- 
d possible sources that lie in the Arctic 
self, such as the huge copper-nickel 
elting plant at Norilsk in Siberia. 

Dr Kenneth Rahn and his colleagues at 
he University of Rhode Island traced the 
lume of smoke from Norilsk to Barrow 

Alaska, 4,000 kilometres away. On 
following a wind from the direction 
Siberia, they measured an unusual 

Ount of the metal indium in the air. 
adium-rich smoke is characteristic of 

elters like the one at Norilsk. 

The researchers found that, even when 
orilsk smoke reached Barrow, it con- 
ibuted only 10-25% -of the airborne 

Iphur recorded. The presence of other 

re metals in the Arctic haze puts the 

Mame squarely on sources farther south 
nan Norilsk. Weather patterns suggest 
hat the Alaskan haze comes from the 
yuthern Urals; the equally bad pollution 
the Norwegian Arctic (at Spitsbergen, 
dr example) from central Europe. 

It might, one day, be possible to identi- 
* the source of carbon particles even 
ore precisely. Dr John Bradley and Dr 

eter Busbeck of Arizona State Universi- 
» found that smoke from a particular 
ocess in a copper smelter contained 
aments of carbon. Find a certain fila- 
it and you might be able to work out 
iere it came from. 

What damage does Arctic pollution 
2? The pessimists worry that it could 
‘fect the climate. At the moment the 

rctic is white for most of the year and so 
*flects the sun’s rays back into space. 

e dark Arctic haze absorbs light, melt- 
g the ice. This leaves less white reflec- 
We surface to bounce the heat back into 

ace and the warming accelerates. The 
essimists could be wrong. 


onochemistry 


snap, crackle, pop 


Irmy drill sergeants have long known 
at producing a lot of noise can make 
ings happen -fast; now chemists are 
arning the same trick. Researchers have 
und that very high-pitched sound, 
lled ultrasound, can provide the energy 
eded: to. start a chemical reaction. 
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Who says the days of adventure in scientific exploration are over? A British 
naturalist, Mr Dick Watling, earlier this month in Fiji rediscovered MacGillivray’s 
petrel, a nocturnal seabird last seen 129 years ago. The bird crashed into his head 
while he was standing in the forest one night trying to lure it into sight. An ` 
ornithologist at the British Museum of Natural History speculated that the bird 
nosedived into Mr Watling because “Dick must have been standing on its nest- 


hole”. 


Chemists now rely largely on heat and 
pressure (and sometimes on light) to start 
reactions; equipment to handle the high 
pressure and temperatures that are re- 
quired is often costly. Ultrasound could 
make chemical processes cheaper. 

A chemical reaction starts when there 
is enough energy to make molecules react 
with each other when they collide, ifstead 
of just bouncing off. Heat does this by 
making the molecules move faster and 
with more force; pressure by packing the 
molecules closer together. Ultrasound 
can start chemical reactions by creating 
short-lived pockets of high heat and 
pressure. 

This process is known as cavitation. 
Sending a burst of ultrasound (inaudible 
to humans) through a liquid produces tiny 
bubbles, which last only a few hundred- 
millionths of a second, Inside the bub- 
bles, the temperature can briefly reach 
2,700°C and the pressure 300 atmos- 
pheres. That is enough to start some 
kinds of chemical reaction. 

Ultrasound can create more efficient 
reactions than those produced by heat 
and pressure. For example, Professor 
Ajay Bose of the Stevens Institute of 
Technology in New Jersey has used ultra- 
sound to help synthesise one of the build- 
ing blocks of antibiotics. They are nor- 
mally produced by boiling the chemical 
ingredients in the solvent toluene -for 
hours; even then, yields are as low as 
25%. With ultrasound, Professor Bose 
achieved a 60% -yield at room 
temperature. 

Another use for ultrasound may be in 
the production of catalysts (substances 
that speed up chemical reactions). Dr 
Kenneth Suslick of the University of 


Illinois, for instance, has used ultrasound 
to produce homogeneous catalysts. The 
homogeneous kind are more efficient 
than normal catalysts because they dis- 
solve into the solution containing the 
chemicals they are meant to catalyse. ` 

One drawback to homogeneous cata- 
lysts, however, is that they are hard to 
make. Many consist of metal complexes: 
metal atoms surrounded by other chemi- 
cal groups. And the metals on which they 
are based—including molybdenum, tung- 
sten and chromium—are unco-operative 
in reactions. Ultrasound, Dr Suslick has 
found, can overcome the reluctance of 
metals to react. 

Professor Philip Boudjouk of North 
Dakota State University is using ultra- 
sound to help improve conventional cata- 
lysts. The surfaces of these solid catalysts 
get clogged with chemical by-products. 
These stop the catalyst from coming into 
contact with the chemicals it is supposed 
to catalyse. Bombarding the catalyst with 
ultrasound while it is in a solution creates 
“microjets” of solvent that clean away the 
congestion. 

The use of ultrasound to promote 
chemical reactions has yet to find its way 
out of the laboratory and into industry. 
The techniques are simply too new; re- 
searchers need more time to understand 
how ultrasound-driven reactions differ 
from ones powered by heat and pressure. 
There is also the practical problem of 
scaling ultrasound up from laboratory to 
industrial uses. But industrial backers are 
already looking into ultrasound. Several 
big companies, including America’s Ce- 
lanese, Amoco, Exxon, Du Pont and 
Dow Chemical, are experimenting with 
the technique. 
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After the smiles 


HE JEAN RHYS LETTERS: 1931-1966 
Selected and edited by Francis Wynd- 
lam and Diana Melly. 
Andre Deutsch. 315 pages. £10.95. 


isiting her childhood home in the West 
indies in 1936, Jean Rhys gleefully re- 
‘orded her delight at waking up to the 
nowledge that nobody was going to get 

her. Having made up her mind early on 

t she did not like or want publicity, she 
vas disconcerted to discover in her sixties 
at her secluded life had led many peo- 
ole to assume she was dead. When Jean 
hys enthusiasts began busily recon- 
structing her life from her novels, she 
ecided to put the record straight by 
riting her autobiography. “Smile, 
lease’ is a delightful book, but it does 
ot tell nearly enough about Jean Rhys’s 
lirst 40 years—at which point she aban- 
oned the narrative. It says a good deal 
bout what it was like to be brought up in 
he West Indies in the 1890s, something 
bf the experiences of a young repertory 
ctress in England, little of the love-affair 
at ended in her being paid off until she 
arried a Dutch-French singer, subse- 
quently extradited to Holland for break- 

g immigration regulations. Her affair 
ith Ford Madox Ford is glossed over 
nd, at the point when she became a 
lished writer and started living with 

slie Tilden Smith, the book peters out 
1 haphazard notes. 

It is bad news, then, that Francis 

yndham gives in his useful introduction 
O the letters. As her literary executor, he 
as told to turn down all requests to write 
bout her life. The only solution seemed 
O be this: to publish her letters, with 
ome discreet biographical notes to link 

em into a sequence. 

The letters start where “Smile, Please” 
2ft off—only two earlier letters are ex- 
ant. They end just short of the publica- 
on of “Wide Sargasso Sea”. for which 
ean Rhys drew heavily on her West 

dian childhood to depict the life of Mr 
Rochester’s first wife, the Creole heiress 
e hides from public view, in “Jane 
Eyre”. The letters offer new and rather 
ad insights into the character of a wor- 
ed, poor and desperately lonely woman 
f fragile health, endearing in her small, 
ersistent vanities (hair rinses and pretty 
llothes), pathetic ‘in her eagerness to 
ommunicate what she does not always 
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clearly convey of her problems and appre- 
hensions. Most touching are the letters to 
Maryvonne, a married daughter living in 
Indonesia, in a world which the mother 
struggles to imagine from the novels of H. 
E. Bates. These letters are full of inqui- 
ries about her unseen grandchild, of de- 
scriptions of people she has seen in the 
street (a third of one letter is devoted to 
describing the appearance of two well- 
dressed women she had noticed while out 
shopping). They are about everything 
except “money difficulties”. 

The problems began after Leslie Tilden 


LE 


— Ei, T ae < : poe is 
Jean Rhys: suffering for form's sake 


Smith’s death in 1945. Jean Rhys’s third 
husband was Leslie's cousin, . Max 
Hamer. Neither of them had any money: 
but Max. the most charming of Mi- 
cawbers, was always convinced that 
something would turn up which would 
bring them a fortune and lift them out of a 
vagrant life. shifting from one dreary 
lodging-house to the next. The something 
which turned up for Jean was the unsolic- 
ited friendship of a Dutch actress called 
Selma Vaz Diaz, whose determination to 
broadcast and publicise Jean’s work later 
developed into an unpleasant kind of 
bullying. 

The something which happened to Max 
was more alarming. He met and seems 
almost to have been hypnotised by a 
young con-man called Michael Donn. 
Donn knew a hundred easy ways to make 
quick money; Max was all ears and won- 


der. Jean was dismayed and helpless. The 
two men were arrested on fraud charges. 
Max was given a three-year sentence. 
Everything they had, which was pitifully 
little. had to be sold. Jean moved to 
Maidstone to be near the jail. Her few 
friends were sympathetic, but financial 
assistance was not forthcoming. 

The correspondence of the later years 
is full of anxieties, but less touched by 
sadness and hidden worries. A chastened, 
but still ebullient, Max had emerged to 
take his place as Jean's loyal supporter 
and encourager as she struggled to find 
the voice and form for the book which 
now possessed her mind, “Wide Sargasso 
Sea”. Friends, like Francis Wyndham at 
Andre Deutsch. proved patient, helpful 
and generous, the Royal Literary Fund 
offered financial aid. Shifting and chang- . 
ing through endless drafts and revisions, 
the novel was at last near enough to 
perfection to please both the author and 
her long-suffering editor. And then, in 
1966, after a long period of ill-health, 
Max Hamer died. Jean was desolate. 

What is to be learnt from the letters? 
Bits and pieces is the answer. When Jean 
Rhys was depressed, which was often, she 
drank or read “Esther Waters”, George 
Moore's story of a Victorian servant— 
“magic for me”. She liked emotional 
music and found the German composers 
too serene, bar Beethoven. The lack of 
space given in the letters to the discussion 
of novels does not signify lack of interest. 
One of the saddest lines in the Maidstone 
letters is this: “The people I see most of 
now don't like books at all.” And, like 
many writers, she had a love-hate rela- 
tionship with her craft. 

From a literary point of view. the 
letters offer a fascinating insight into the 
growth of one extraordinary novel from 
an irritated sense that the English fail to 
do justice to the West Indian back- 
grounds they often evoke. or try to 
evoke. Charlotte Bronte, as Jean Rhys 
rightly says, had no more sense of the 
West Indies than of a coloured area on a 
map. From a biographical point of view, 
the letters broaden the reader's know- 
ledge and admiration for the woman 
whose chosen motto was: “Remember 
the rock from which thou wast hewn.” 


Painting the town red 


CITIZEN KEN 

By John Carvel. 

Chatto and Windus: The Hogarth Press. 
240 pages. £8.95 (paperback £2.95). 


Pictures of Mr Ken Livingstone, the left- 
wing leader of the Greater London Coun- 
cil. bowing before the Queen at the 
opening of the Thames flood barrier 
earlier this month, must have caused 
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THE PAINFUL 
PRESCRIPTION: 


Rationing 
Hospital Care 


Henry Aaron and William Schwartz 


Britain has managed to curtail the growth 
of medical expenditure so that she spends 
barely half as much per capita on hospital 
care as does America. This book de- 
scribes the British health care system and 
the budget limits that have been imposed. 
It examines ten important medical proce- 
dures comparing the British and Ameri- 
can levels of care and considers the forms 
rationing could take in America and what 
the reaction might be. The Economist in 
its Health Survey on 28 April called this ‘a 
brilliant new book’. 


Available May 1984 
£23.50 cloth 


160 pages 
£9.20 paper 


Available in America from The Brook- 
ings Institution, 1775 Massachusetts Ave- 
nue NW, Washington, DC 20036. 


Elsewhere from Costello, 43 High Street, 
Tunbridge Wells, Kent TN1 1XL, 
England. 


Debrett 


Ancestry Research Ltd. 


With over 200 years experience 
Debrett can trace your ancestors 
anywhere in the world where 
records exist. 


Please write sending details of your 
family. We will provide a feasibility 
analysis free of charge to indicate 
whether research appears justified 
Also our free booklet will answer most 
of the questions you want to ask about 
our world-wide services 


Debrett Ancestry Research Ltd., 
Dept. EN, Gordon Road, Winchester 
5023 7DD, Great Britain 
Telephone: (0962) 69067 


North America 
Debrett Ancestry Research Ltd., 
Dept. EN, Courthouse Road, 
Accomac, VA 23301, U.S.A. 
Telephone ; (804) 787-2651 


Branch offices also in Edinburgh, 
Dublin, and elsewhere in the world 


6) PTT PR rater 


Her Majesty’s loyal subject 


some astonishment among British televi- 
sion viewers. Could this be the man who 
supped with Sinn Fein and once called for 
the abolition of the monarchy, saying: 
“some of the characters who are hangers- 
on and living off the public expense are 
really quite revolting”? 

Mr Livingstone clearly savoured the 
irony of the Queen -paying tribute to the 
work of his GLC just when Mrs Thatcher 
is abolishing it. As Mr John Carvel chron- 
icles in this often thoughtful and enter- 
taining book, Mr Livingstone is a born 
self-publicist, who has managed: to turn 
vituperative media hostility to his advan- 
tage and emerge as an engaging, if slightly 
whacky, figure. 

In this metamorphosis, he has received 
ample help from his opponents. He was 
rescued from the spiralling cost of his first 
cheap-bus-and-tube-fares scheme by the 
law lords (“vandals in ermine”), who 
declared it unlawful. And he was saved 
from political marginalisation in the post- 
1983-election Labour party by the Con- 
servative government’s decision to scrap 
the GLC. Mr Livingstone was thus able to 
become the doughty champion of what he 
called local democracy overnight. 

The national prominence of “Red 
Ken” might not strike Americans or con- 
tinental Europeans as surprising. In Brit- 
ain, however, local government politi- 
cians are rarely known even in their own 
district. For a local council leader, who 
has never been elected to parliament or to 
the executive of his own party, to become 
a household name is a novelty. 

The explanation lies in Mr Living- 
stone’s character and instincts, in central 
government’s running battle to bring lo- 
cal government spending under control 
and in the controversy around the ad- 


vance of the new left in the Labour party 
The author is at his best on the first two. 

Mr Livingstone is a down-to-earth, un 
flappable man who comes across well o 
television. A working-class product of th 
1960s. he is at home with the trend) 
causes—feminism, gay rights, ethnic mi 
norities—so beloved of the London La 
bour left. He is ill-at-ease with Labour’ 
traditional trade-union base and lacks thi 
ideological training in Marxism that left 
ists of his vintage usually underwent 
which leaves him free to swim betwee 
shifting alliances of activists. 

It is a measure of his nuisance valu 
that some of the main scissors in th 
government's legislative programme hav 
been designed to clip the wings of 
Livingstone and his ilk. The GLC leader 
pragmatic populism has allowed him t 
help pull together an alliance against 
Thatcher’s local government policy th? 
stretches from the far left to Mr Edwar 
Heath and the Tory wets. 

The weakness of Mr Carvel’s book 
that he has allowed himself to drift to 
close to his subject. “Citizen Ken” is nc 
hagiography, but it treads softly aroun 
the more controversial sides to Mr Living 
stone’s career, such as his relationshi 
with the Trotskyist sects and his battle t 
become the member of parliament f 
Brent East. Anybody who finds Britis 
politics absorbing, howeyer, will enj 
this book. 


Museum of Modern Art 


Bigger, better and 
back 


For the past five years, New York 
Museum of Modern Art (Moma) h 
been forced to cut back on its exhibition 
thanks to an extensive and much neede 
expansion programme. Last Januar 
with construction in its final stages, 
closed completely as a prelude to reope 
ing this month in refurbished quarters a 
with 87,000 square feet of gallery spac 
twice the old facilities. Over the past t 
weeks, in a series of private viewing 
some 40,000 guests—ranging from maj 
Moma patrons to corporate executiv 
critics, officials from American and fo 
eign museums, painters and sculpto 
plus Moma’s own members—have had i 
opportunity to see a dazzling display 
works, mostly from the museum’s per 
nent collection but some borrowed for t 
occasion. Now it is the public’s turn. 
The wait and the cost have been wort 
while. As a relatively young museu 
Moma is not especially richly. endowe 
though it has a priceless collection, gi 
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nce > expansion. 
olyed selling the air rights 


er who ies to 
mounted to a brand new six- 
um on the same site, along. 
lus storey tower of ‘luxury 
de t What made the deal 


eveloper was getting. an. 
lus generous tax breaks... 


ma. What made it irresist- 


is that the city administra--- 


right to all future property 

hem instead to Moma via a 
The Gen! weathered a series 
paneer: a stinging 


¿ alled ita blatant piece of 
Settir: 


Eie a Eer ene say 
ured glass tower that is de- 
odern, rather than “post- 
appearance, much like many 
buildings. It makes no 


Wever, Moma is light. airy 

l In its old, cramped and 

d quarters, it was an intimate 
um, with a sense of a discriminating 
anal taste, It remains that. partly 


“before. Tstrad 
éted: in contrast, 


given over to ne cae 
yi tute juxtaposition of 
even some familiar Picas- 


are pert 
bys ome artists. dike skin G: 


prepared for the Arts Council”. 


The 


Year in Review 


ce-companies, large and small, 
acking in premises suitable for 
and, indeed.-for performing. 
<The shortcomings are well described by 


~ Mr John: Drummond, former director of 
the Edinburgh festival, and-Mr Nicholas. 


Thompson. architect of the Old Vic. in a 
detailed survey of dance’s building needs 
They 
spoke to representatives. of ballet and 
dance companies in Britain and abroad. 


most of whom agreed that the only stage 
in London ‘suited to large-scale dance 


presentations is that of the Coliseum. 
which is in use most of the year for opera. 
At the other end of the spectrum, there is 
no small ‘theatre equipped with the dis- 
proportionately large stage modern dance 
needs: 

Without these facilities. it is difficult to 
develop a strong British dance tradition 
and there is little incentive for the best 
international. companies to bring their 
talents to London. Indeed, in recent 
years. there has been a marked decline in 
visits from leading foreign troupes, due 
partly to cost, but also to the Jack of a 
suitable theatre. 

The. ideal solution, according to Mr 
Drummond and Mr Thompson, would be 
a purpose-built national dance house in 
central London, with both a large (classi- 
cal) and a small (modern) auditorium. “It 
should be busy: lively- and- open for as 
many hours ‘a day as possible”, the au- 
thors Say, but “it is not likely to cost less 
than £35m, This is no moment'to be 
asking for £35m, so they have looked 
instead. for ready-made -or adaptable 
alternatives. 

The most intriguiging of these—and 
the Arts Council's favourite. according to 
the secretary-gene 


„is a possible takeover of the historic 


Theatre Roval. Drury Lane. Well sited in 
Covent Garden. close to the Royal Opera 
House. it-has had trouble lately in finding 
musicals as successful as the string. of 
Rodgers and Hammerstein hits that used 
O- keep it prosperous. Its stage could take 
ig ballet companies without too much 
ification. There is also a tantalising 


suggestion that a smaller auditorium. 


which eap rimenal groups would wel- 


jacent land. 


Now in. its 8th ‘Year. 


for all those osad. incon 
‘commerce, politics and- educati 
‘chapters covering- all aspects: 
economy and are accurate up 
1984: : í 

events and ane that is well woi 
to. gain a background to. econ 
industrial affairs.’ 


“1 found it af considerable i inter 

very succinctly set out.‘ i 
John Phillips, former Asst : 
Secretary, USDAW 


To: obtain your copiés by retüi 
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Sadler's Wells has many of the character- 
istics required for a dance house and is 
planning further development, including 
a second auditorium; but the north Lon- 
don house has as many detractors as fans 
among the dance companies that would 
have to appear there. 

A more fanciful proposal is to upgrade 


Elveden Hall 
Sitars in Suffolk 


Elveden Hall in Suffolk, the contents of 
which are being auctioned, at Christie's 
from May 21st to 24th, would never win 
a beauty contest, but it is one of the most 
fascinating (if eccentric) houses in 
England. 

_ Elveden was bought and rebuilt in the 
1860s by one of the most curious figures 
of Victorian times, Maharajah Duleep 
Singh. The son of the Lion of the Pun- 
jab, he was, until the age of eight, a 
puppet lord of enormous territories and 
boundless wealth. In 1846, the British 
acquired the Punjab and banished the 
Lion’s scheming widow to a distant 
town. The little maharajah was offered 
an annual allowance in exchange for 
handing over his rights and his property, 
including the Koh-i-noor diamond. The 
maharajah’s tractability delighted every- 
body. He expressed grateful devotion to 
his British guardians, converted to Chris- 


two former cinemas, the Astoria and the 
-Dominioh, and make the underground 
Centre Point complex (across which they 
face each other) a warren of dance shops, 
studios and offices. 
This survey ought to provoke construc- 
tive discussion—there is ammunition in it 
for every conceivable dance lobby. The 


an unabashed recreation of the Shish 
Majal, or glass palace. 

Aristocratic visitors reserved their ad- 
miration for the shooting. which was on 
a scale of its own. In a good season at 
Elveden. the bag was 9.600 pheasants, 
5,400 partridges, 3.000 hares and 75,000 
rabbits. No mean shot himself. the ma- 
harajah’s unsportsmanlike habits pro- 
voked mirth and some amazement 
among his peers. He shot pheasants 
while sitting on the ground and revolving 
like a dervish. Rabbits were driven down 
wind so that he could pick them off from 


tianity and said that what he would most ` 


like was to live quietly in England. 

He arrived in London at the age of 15. 
Charmed by his beauty and good man- 
ners, Queen Victoria treated him almost 
as one of the family. He played with the 
royal children and was allowed to hold 
and admire the newly-cut Koh-i-noor. 
At state dinners, he sat beside the 
queen, a dashingly incongruous figure in 
dangling ear-rings and Indian costume. 

When the maharajah suddenly pro- 
duced a tiny, frightened, Arabic-speak- 
ing wife called Bamba—chosen on a 
lightning visit to a Cairo mission 
school—the queen put a good face on 
her disappointment and invited the cou- 
ple to Windsor. Duleep Singh could, as 
yet, do no wrong. His extravagance was 
oriental and therefore excusable. His 
charm remained persuasive, although his 
youthful beauty had vanished into a 
mountain of fat. 

Having acquired a wife. the mahara- 
jah set about finding a country house. 
The attraction of Elveden was its magnif- 
icent sporting estate. Having bought it 
for £105,000 on aimortgage to the India 
office. he instructed John Norton to 

- rebuild it and to decorate the interior in 
Indian style. From the outside, Elveden 
was rigidly classical. Inside, mirrored 
ceilings, arches and porticoes in the most 

` elaborately Mughal style paid tribute to 
the maharajah’s origins. The piéce de 
résistance was a drawing-room which was 


One for the book of records? 


a specially constructed treetop platform. 
What with gambling and shooting and 
keeping his mistresses in jewels. the 
maharajah found the life of an English 
gentleman a trifle beyond his .means. 
The queen was sympathetic to his pleas 
for money for the upkeep of Elveden. 
“We have got his splendid kingdom”, 
she said. “and we ought not to let his 
family and even himself become poorer 
than an English country gentleman.” 
The maharajah was entirely of the 
queen's opinion: the British government - 
and the India office were not. Extrava- 
gant threats had no effect. When all else 
failed, Duleep Singh converted back to 


‘being a Sikh (deeply embarrassing his 


snag is that, while almost all the da 
companies consulted favoured some fc 
of national dance house, hardly : 
thought there was enough “product” 
even audience, to’make it a commer 
success. For that reason, like so m 
other British arts initiatives, the su 

may end up on the shelf. Pity. 


anglicised children) and readopted, his 
claim to the Punjab, declaring himself 
“England’s implacable foe”. ‘His in- 
trigues came to nothing and he spent his 
last years abroad with a young actress, 
whom he married after the unfortunate, 
deserted Bamba died. $ 
Duleep Singh died in 1893. Curiously. 
Elveden’s most ostentatiously Indian 
feature was built for its new owner, Lord 
Iveagh, who bought the house in 1894 
and immediately set about enlarging it 
Having added a second wing, he orderec. 
the two buildings to be joined by an 
Indian hall. The result, designed by 
William Young, the architect of the war 
office in Whitehall, and carried out by 
his son, is a lot larger than a church and 
not much smaller than a cathedral. It 


rises to the full height of the house andi 
lined in the purest Carrara marble. 

Buried under dust sheets since the 
second world war, the contents of th 
house have been on view to the publi 
this week (between May 17th and 19th 
as a prelude to the auction. It is any 
body's guess what will become of thi 
house after the contents are sold. Thi 
estate is now the biggest arable farm ii 
Britain and the present Lord Iveagh ha 
made it clear that he has no intention o 
selling Elveden itself. Why not, in keep 
ing with the Guinness philanthropic tra 
dition, let the shell remain open to publi 
view? Elveden is too strange to be al 
lowed to rest unsung and unseen. 
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| 9 Whether you need French for business purposes o £ 
“out of your holidays abroad, living the language i is | 
learn it properly. : 
Ceran is a chateau in the beautiful countryside o 
Ardennes, near the town of Spa, where you live al 
Small groups and private lessons, plus languag 
; tailor-made programmes for individual needs, ensure ri 
: ae zi l We provide good accommodation: good food, good 
agers a and T Protststönal Stati ; facilities for sports and exercise- and good feachers 
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and. highly interactive. programme directed by.a noted author * For complete documentation, cut out and send this coupo! 
ed number of Corporate.and Divisional Managing Directors, i | am interested in courses for: ee A 
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EUROPEAN 
_ MARKETING 
PROGRAMME 


Anintensive programme to develop 
_ insight and skills into marketing 
__ strategy formulation. Illustrates 


| marketing strategy formulation in 


_ the industrial product, consumer 
goods and service sectors. 


| sonal copy of a brochure 
) providing the fullest information about 

this programme is available on request. 
Simply send your business card marked 
with the code “EMP” or complete and 
send the reply-coupon below. 


(or German, Spanish, 
Arabic and others) 


like a 
diplomat! 


whet sent: pacple nesa t0 Wari a 
r quickly. and 
ively as Forsign service 

efectively as pone? You can learn the 
zame Way with the couva designed by 
orsign Service institute (FSH for use 
by. US. State 
stationed abroad, THE BASIC 


The basic French Course consists of a 
set of audio cassettes and accompanying 
text books: you simply follow the written 
and recorded instructions. With the FSIS 
unique learning method you set your 
own pace — testing yourself, correcting 
errors, and reinforcing accurate respon 
ses. Șt is, we believe, the best course 
available to teach you a co/nprebensive 
knowledge of French. 

The FSFs introductory Basic French 
comes. in two parts: Part A provides an 
introduction to the simpler forms-of the 
language and a basic vocabulary. Part B 
introduces more complex structures and 
additional vocabulary. 

You may order one or both courses, 


most pain 
French’ “return it and we will refund 
penny you paid. 


A'T3-week training p 

for Management 

from developing — countrii 

Contents: 

@ allaspects of client handl 

@ advanced problem s 

@ recently. develope 
proaches cin the 
functional manag me 
arcas 

@ internship in Dutch Cons 
taney organisation 

@ a supervised pacien cù 
şultancy assignment: 


For information writ 
Reco lat M 


TO ORDER, JUST CLIP THIS AD and to 


mait it with. yow name and 
and a cheque or money order Or, 
charge it to- your credit card (American 


Express, VISA, Access, Diners Ciub) by $ 


enclosing card number, expiration date, 

and your signature. 

Ci Basic French, Part A. 12 cassettes (15 
hri, 194-page text. £89.50 (or $150 US): 

Ci Basic French, Part 8.18 ca: es (25 


hr) 2 290- -page text. £98. 50 lor lor $1758). 


All prices are inclusive: 

For shipment outside Europe. 

please include £6 (or $15 US) A 

additional postage. A : 

Many other FSI language courses ase 
available. Write to us for free catalogue. 


UNIVERSITY OF 
BRADFORD 
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an advantage. 


in eae Studies. Ap- 
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developed: research 
professional back- 
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| behaviour, personnel 


janisation. theory, and 
be willing to teach in more 
these ow 
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: MS me an appi i- 
iS 5 copies); including the 
es and addresses of three fet- 


-The Queen's U versity of Belfast 


NEW. LECTURESHIP IN ECONOMICS l 


Applications are invited tor a post of 
lecturer in Economics funded by the 
University Grants Committee under the 
“New Blood” scheme, tenable from 1 
October 1984 or such other date as may 
be arranged. Applicants should prefera- 
bly be under 35. years of age and must 
have qualifications: in Applied Econom- 
ics; special consideration will be given to 


k candidates with research interests in in- 


dustrial Economics. A primary responsi- 
bility for the successful candidate will be 
to contribute to a programme of research 


| into the performance of small firms. 


Salary scale is £7,191-£14,127 with con- 
tributory pension rights under USS. Initial 
placing on the salary scale will depend on 
age, qualifications and experience. 


Further particulars may be obtained 
from the Personnel Officer, The 
Queen's University. of Belfast BY 
1NN, Northern Ireland. Closing date 

22 June 1984. (Please quote ref. 84/E). 


CAMBRIDGE 
~ ECONOMETRICS 


pyure an Economist te work on their 


scription Services which are based on 


| the Cambridge Growth Project's comput- 
verised model of the British Economy. 


Applicants should be well qualified Eco- 


nomics graduates, with a good working 


‘knowledge of forecasting and: computer 


based modeis. The pi a applicant 
will work as part ota small team and have 
responsibility for writing and presenting 
the macroeconomic sections of our tore- 
cast reports. 


We offer a competitive salary and pleasant 


working conditions in the centre of Cam-_ 
bridge. For further particulars please write - 
to: 


Marion Lunan, Administrative Director, 
Cambridge Econometrics Limited, PO Box 
114, 21 St Andrew's Street, Cambridge 
CB2 SRW. Telephone: 0223 67524: 


The closing date for applications is 8 
dune 1984 g 


UNIVERSIT Y OF STRATHCLYDE 
DEPARTMENT OF POLITICS . 


Applications are invited for acon 
year Research Fellowsh funded by 
the Neath Development ship 
to work on the research project 
“Combating Unemployme t 
focal level”, Preference i 
to candidates with’ a 

research experience: 

nomics or related 

to commence U 

August 1984, or as soon a po 
thereafter. = 

Salary on Range 1B £6 

per annum. USS benefit: 

forms 


Application and tu 
ticulars (quote ret: R15/84) 
available from Professor 


Street, in 
Closing date for applic 
1984. 


THE EUROPEAN INVESTMENT BANK 


is the European Community's Bank for long-term finance. 


The EIB finances projects in the ten Member Countries of the 
EEC and in more than 70 other countries in the Mediterranean, 
Africa, the Pacific and the Caribbean. The Bank's professional 
and technical staff are recruited from Member Countries and 
work in multinational teams. 


The Bank now invites applications for the position of (m/f) 


Loan Officer 


(aged between 28 and 35 years) c 


in the Directorate for Operations outside the Community. 


Applicants should have a university degree or equivalent professional qualificatio 
possess appropriate experience of long and medium-term credit operations acquired 
bank or development financial institution, preferably with overseas experience and tter 
proficiency in financial analysis: : 


Excellent command of either French or English with a sou Kond of the other 
janguage. 

The post carries an attractive salary, together with social benefits including tamil y and 
education allowances, a pension scheme and a health insurance scheme. ; 


Candidates, who must be nationals of an EEC Member Country, are invited to sub 
applications, accompanied by a detailed curriculum vitae and photograph, quo! nghe 
reference number PA 8401, to: k 


EUROPEAN INVESTMENT BANK 
probe nals and Training Division 





‘The Flinders Universit 
South Australia 


‘School of Social: Sciences 


TEMPORARY. LECTURER. 
IN ECONOMICS 


Applications are invited from “Suitably 
ualified persons with interests in any 
of Economics, for appointment to 

he above position, which is available 
immediately for a period of two years at 
this. stage, with: the possibility of an 


tension fora third. year. informal - 


nquiries may be directed to Mr G. 
MeL: Scott, Acting Head of Economics. 


Salary scale} A$24,353-$31,994.. An 
appointment. will not be made above 
the sixth’ level of the scale, viz 
A$29,810. A contribution will be made 

the: ‘travel and removal. ex- 


ding full personal de- 
record, list of publica- 
interests and the names 


funded. is 
‘studies int 
knowledge of local and central govern- 
ment “financing. 
negotiable. ; 
For further details 
Neate; 


gional aanre 


se contact: 
raham Moss Asso- 


Tel: 0272292037 « 


London Business School 


ESRC Research Studentship: 
FINANCIAL ECONOMICS 


A studentship is available for PhD re- 
search. in financial economics within 
the Institute of Finance, The main re- 


* search areas covered by the Institute 


are corporate finance, financial mar- 
kets and portfolio investment. 

Applicants should meet ESRC’s nor- 
mat eligibility requirements and should 
send their curricula vitae and the 
names of two referees by 30 May to Dr 
Stephen Schaefer, institute of Finance, 
London...Business School, Sussex 
Place, Regent's Park, London, NW1 


- Circa £9,500 p.a. 


‘ The Woyds Bank Group has expanded rapidly 
-worldwide and presently operates in 48 countries 
hover 2950 branches and offices. The Group 
conomics Department in the City of London 
shes to recruit Economists to assess the 
jomic and political trends in countries and 


oe Th successful candidates are likely to have a 
` good degree in Economics, some relevant work 
- experience, and for one post some proficiency in 


Sp nishi is: desirable. 


~The Bank offers an excellent salary and a highly 
competitive remuneration package which includes 
anon-contributory pension scheme, 
- advantageous loan facilities, profit sharing and 


free| lunches. 


economic : 
e UK-Applicants should have |. 


Remuneration y 


TEMPORARY LECT URER IN 
ECONOMICS 


Applications are invited fora Pa of 


temporary Lecturer in Economics fora: 


period ‘of five years. from 1 ‘October 


1984 to replace a member of staff on: - a 


secondment: Applicants with interests 
in any area of economics. are ‘encour- 
aged to apply. 


Salary according to qualifications and E 


ON. applied seer nath 
matical and quantitative economic 


experience will be on the scale £7,190- 


£14,125, but the initial appointment will 
not be made above the seventh point | 


on the scale. 


Further particulars and RE |S 
E 


forms may be obtained-from Mrd: 
Reilly, Secretary of Faculties and 

uty Registrar, The Registry, Univer: 

of Kent, Canterbury, Kent, CT2 7! 
Completed. application forms (three 
copies) should be returned: not late: 
than Tuesday 5 June. 1984. Please 
quote reference number A18/84/E. 


s suitable for copying), Fa 
; and: addresses of 


Culpin Planning, Consultants in Development Planning inä Manageme: 
invite applications to join their register of 


Culpin Planning has an expanding programme of work inthe Far East and 
North Africa and the consultancy is developing its programme West: 
Africa and in the United Kingdom. 
Those interested in long and short term assignments and who 
join the register should reply, enclosing a curriculum v 
Culpin Planning 
New Court, Temple’ 
London EC4Y 9BE 


London Weekend Television’s Current Affairs an 
Department has vacancies for Researc ers on Cre 


issues, anda major | feature serie 
and function of religion around 





ent of Economic and Business 
Research linked PhD 


invites applications tor 

lentship to doa PHD on the role of 
ial Variables and labour market 
librium: in macroeconomic be- 

e PhD will be linked to the 


macroeconomic. modelling research 


programme being pursued by Protes: 
sor Patrick Minford. Applicants should 
have (by October 1984) a master's 
degree in economics or equivalent 
training. 

Applications, together with the names 
of two referees, should be received as 
soon as possible by the Registrar, The 
University, PO Box 147, Liverpool, L69 
3BX. Quote Ref: RV/511/E. 


versity invites applications from persons with 
iate academic or professional qualifications for 
ent to a Chair of Law tenable from October 1, 1984, or 
On as possible thereafter. Salary will be within the normal 
lessorial range. Applications (suitable for photocopying) 
details of qualifications and experience and the 
id addresses of three referees to: 


The Registrar, the University, Manchester M13 9PL (closing 
dat ne 8th) from whom further particulars may be obtained. 


ef: 113/84/E. 


~ SCRIPTWRITER 


External Services 


‘To prepare documentary features and short 
: talks on the whole field of political, social 
and intellectual life in Britain and abroad. 
The work is designed primarily for use in 
_ translation, but much of itis also carried in 
English in the World Service. 


uccessful candidate will have proven 
ing ability, wide interests, good political 
judgement and education to university 
andard or equivalent. Experience of radio 
ng a good broadcasting voice) and 
edge of at least one foreign language 


would be an asset. 


Salary £12,637 — £15,453 (according to 
alifications and experience). Based 
ntral London. Relocation expenses 


onsidered. 


Contact us immediately for application 

orm (quoting ref: 2487/E and enclosing 
_$.2.e.) to BBC Appointments, London, 
WIA 1AA. Tel: 01-927 5799. 


_ Weare an Equal Opportunities employer 


DRI | DRI Europe, Ltd 


Data Resources Inc (a subsidiary of McGraw Hill} is'th world’ 
leading economic consultancy. To further strengthen our Eu 
pean team we have openings for: S 


* An Experienced Foreign Exchange Forecaster 
(c. £20,000) 

* Senior Forecaster for the United Kingdom 
competitive compensation in function of experience) 


* Senior Client Consultant (c. £13,000) 


All positions are London based. The first two positions im 
working as part of DRI’s European modelling group.in Lond 

to produce timely and comprehensive forecasts on foreign 
exchange rates/the UK economy, for a growing international 
client base. The successful candidates should have a ven 
strong background in economics and econometrics (doct 
level, or equivalent).and a.good experience in the field, 
acquired in a financial institution. í 


years relevant business experience. Knowled 
vian language or German would be an asset. 


Please reply in confidence to: 


The Office Administrator, 
DRI Europe Ltd, 
30 Old Queen Street, 
London SW1. 


“MAKEMONEY,SPEND 
MONEY & SAVE MONEY | 
like only overseas expatriatescan 
The best way for you to get the overseas job you wan! 
to + have access to exclusive information abou / 
projects < get in at the work start-up phase wh 1 pel 
needs are greatest + offer your services. directly 
managers > give employers a quick, easy and cos! 
hiring you. : 


The INTERNATIONAL JOB OPPORTUNITIES: intelligence report, a unique 
bi-weekly research publication, lets you get the overseas job you want by © 
making direct contact with the right managers, in the right companies at 
the right time by giving you: a $ grate Deas OS 

1 a summary of major new projects in Africa, the Middle East, Latin 
America; Asia and the Pacific within weeks of announcement {available to 
subscribers only). k JME 


2 multi-million dollar contracts involving American, Canadi: 

French and other European. firms: in civil engineering and 
management and technical consulting and: services, ‘mining. 
petroleum, new business start-ups: and: major expansions {over 500 
projects + updates per year}. 5 

3 key company contacts by name, title, address, phone and telex 
numbers at headquarters and/or project office in foreign cou 


ad 3 The INTERNATIONAL JOB OPPORTUNITIES: intelligence report 
wsm Mailed first class worldwide for: : 


C three months (6 issues} $55US six months (12 issues) $8505; C twelve month 
{24 issues) $145 US Ti enaki: 

Check to Performance Partnersinc. enclosed orcharge my Visa/Mastel 

Card no. — | Expiry date 
Order by phone, in the USA, cail toll-free 1-800-847-4276, orby mail os 
Name ; ddregs ooo a 

















Joker Agriculture International is a world leader in 
2 planning, implementation and management of 
agricultural and agro-industrial projects. 

Kenya, BAI is associated with Githongo & Associates, 
em nagement and agricultural consultancy affiliate of 
ithongo & Company, one of Kenya's leading firms of 

d public accountants. 

-ooo Githongo & Associates wish to appoint a senior 
Financial Consultant to take responsibility for developing 






u 
he position is a challenging one with excellent 
yects for a person with imagination and initiative. It 
e based in Nairobi with attractive remuneration 
rrangements. 

: Please send a curriculum vitae as soon as possible 
iss N. Moody-Stuart, Personnel Executive, 
ker Agriculture International Ltd., 

-77 Great Russell Street; LONDON WC1B 3DF. 

-1 Short-listed candidates will be asked to attend interviews 
in London during the last week of May and first week of June. 


3M BOOKER AGRICULTURE 












INTERNATIONAL LIMITED 



















For the graduate with strong ambitions to develop acareer in’ 
' finance, there could be no better introduction to the world of... 
international banking than one of these two trainee appointments 

currently available in our London operation. 


ECONOMIC RESEARCHER 

To join our busy Information Department with responsibility for. 
the research and preparation of macro-economic country profiles anc 
other marketing support material. Qualifications: a degree in Eco 
and ideally fluency in a second European language. 0o oo 

GENERAL BANKING = 

We offer a full programme of training, giving you a valuable. 
overview of the areas critical to the success of a progressive international 
bank: You will be encouraged and expected to:continue your studies.“ 

For more information, please write with sufficient details of 
your academic background and personal profile to make an. 
application form unnecessary, to: Vivien Karam, Personnel. 
Department, Scandinavian Bank Ltd., 2-6 Cannon Street, 
London EC4M 6XX. 


Scandinavian. , 
Bank Group _. 























- If you’re a young man or woman whose intellect can comfort- 
ably accommodate the analytical with the creative and who 
-can handle business concepts alongside raw statistics, you can 
`- help us generate a springboard for new marketing approaches 
that are as imaginative as they are radical. 

member of the strategic marketing team, you will be 
Ived in the construction of a variety of business and market- 
scenarios, the development of business proposals and the 
smmunication of those proposals to senior people within the 










u'll still be in the early stages of your career, work- 
planning, research or marketing. You'll be able to supply 
ce that you’ve successfully tackled a project that has 
str even if that project is outside the context of 


ll be able to 
the chang- 
place anda 


£7-10,000 











The attractions of working right at the heart of British Airways. 
marketing at a time when our fortunes have never looked better 
should be self-evident. We're also offering some very tangible 
benefits — a recently introduced profit-sharing scheme, broad 
ranging sports and social facilities and, of course, fav 
holiday travel opportunities. 
So if you match our requirements and can — 
justify the rewards, 

send a detailed c.v. to 
Julie Hay, Principal 
Recruitment & 
Selection Officer ($7), — 
British Airways, 























ANCESTORS TRACED WORLD- a WERE YOUN AICTSIDES GUERNSEY mailbox, olfice/company/ 
WIDE: Free ‘booklet. describes ser- i t kn i nominee services. Strict confidence. 
vices, fees and portfolio presentation. tas British he rowers, cnt he No VAT. Dupré Assoc. Lid., Church: 
‘Ancestral Research, 8 Meyrick Road, Ming. Send brief details for our free Lane, St. Sampor Guernsey, CA Tel 


Stafford ST17 4DG, UK. Tel: 0785 
41283 (24 hours) foi ewes. , Dept $, jon, Tk 


 { ANCESTORS TRACED by Burkes 


NOW st your seve conser tord | | USA REPRESENTATION 


| | Teviot, Burkes Peerage Research Ltd, DESIGN, DEVELOPMENT, CONSTRUCTION 
. pert es. Safi Mt rondan Wix Former senior executive of major 
peer ts enc or x 618, international engineering firm, now 
Washington, DC, 20044 USA. offering consulting services to firms 
amma < seeking US representation, man- 
AUTHORS WANTED BY agement, or marketing services. 
NEW YORK PUBLISHER Robert W Yokom AIA 


Yi 

¿£ Leading book publisher seeks. manu- S00 E 77 St- Naw Yoro RY 10162 
“scripts of all types: fiction, non-fiction, 
poetry, scholarly and juvenile works, ‘INT f 
etc. New authors welcomed. For com- l ERNATIONAL 
plete information, send for free booklet soi EMPLOYMENT à 

uf rofessionals and technicians ere is alway: 

S-92; Vantage Press, 516W, 34 St., a need for you on projects worldwide, We are 


RSG INTERNATIONAL ` i New York 10001. an American company and have crag 
: 4,000 Multinational American firms. plus 
(Licensed dealers in securities) INTERNATIONAL 126,000 companies in 133 countries. For 
:10 Grosvenor Gardens, BUSINESS CLUB free information and a confidential application 


A write to s 
; London swiw OBD A unique business ‘organization for progressive INTERNATIONAL CAREER CONSULTANTS a 
: businessmen and manufacturers. ft is totally Avenue De La Tanche 2 m OUR PARTHER m mF FRON We 


committed tp providing many diverse services B-1160 Bruxelles, Belgium 
te new, growing and established enterprises, 
Correspondence and: Newsletter’ in English. 


WRITE NOW FOR MEMBERSHIP DETAILS: CHIROPODY AS A PROFESSION 


1071 PROFESSIONAL DRIVE 
FLINT. MICHIGAN 48504 The demand for trained chiropodists:in the private sector is increasing. 


Most of the training necessary to qualify for a Diploma in Chiropody may: 
be taken at home by specialised correspondence lessons. Full practical 


* training is additionally provided. 


us APPLIANCE MANUFACTURER Write for the FREE BOOKLET from The Secretary, The School of 


Chiropody, SMAE Institute (Established 1919), New Hall, Maidenhead, 


SEEKING OFF-SHORE ASSEMBLY Berkshire 816 4LA, UK. Tel: Maidenhead 32449. 


leader in the field of vey home appliances is seeking a 


ity orientated company in the UK, for product assembl 
any" Requirements ri INTERNATIONAL PROPERTY 
* uty repu facility iji ED LETTINGS SW Lond 
| Bsa Ci FURNISH! ondon, 
Warehouse facility Surrey, Berkshire. Contact MAYS, Ox- NEAR MONTREUX 
-> 1 15,000sq ft (approx) shott (037 284) 3811. Telex 8955112. 
: workmanship : SFr220,000, 000 
All replies are confidential and should include the company & corp. name, pa — APARTMENTS from about SFr100.000 


tit t tact. i i ie 
» , erature, number of empioyeas ang the person to contac South ern California Mortgages go wt aw cee oo : 


Box Soon: Excellent investment/development proper: Lavsenne, Tal: 2105 81T. 
The Economia papa or ty. Freeway interchange. Planned for resi- 
New York, NY 10020 é dential and commercial use. 693 acres. 


Write to: 
Mr John Neely 
Construction Development, inc 
23 N. Franklin Street 


o , l i Į Chagrin Fall, Ohio, USA 44022 
a O per year a SWITZERLAND Direct offer from the 
Developer. Chalets—Apartments in. a 


Areyour investments performing that well? | | 250, 2c private cst ato et 


Wes step. All amenities and maintenance 

ins World Commodities, the experts in computer services on site. Financing available:at 
faded systems would like fo help you make money 6}% over 20 years. For details contact: 
n commodity, currency, gold and interest rate Si Alpe des Chaux SA, 1882 Gryon 
uturés. (Minimum investment $ 25,000). p/Villars. Tel: (025) 681 552 — Telex 


: 456121. 
orphone TODAY to:Trans World Commodities Ltd. Administration Office. 
rue Hoya: George. Box 6 - 1050 Brussels. Belgium - Tel: 02/ 6403585 
ay Telex: 22984 trans bin the UK ea 01-628 2967 : i “SWITZERLAND 


„ATTENTION FOREIGNERS 


py pall may continue to » vaoa 





Make you oam Plan sh, Av eo 
St 85 MELIS CH. 





it has been our good fortune for over four decades to have successfully called 
major peak and major buying opportunities in commodity prices, e.g., in the Grains, 
Cotton, Sugar, Cocoa, Coffee, Metals, Foreign Currencies, Interest Rates, etc....Our 
comprehensive background material has proven extremely helpful in determining 
Major Stock Market price changes and major movements in the U.S. dollar. 


Yen 


| Buy 
1983 | 


‘Aug. Sept Oct Nov. Dec Jan. Feb: Mar Ape May 


_ The above is indicative of the work performed by us continuously — for many large corporations 
and several foreign governments on a highly confidential basis. This research (utilizing the most 
“advanced techniques and network of correspondents) has run to millions of dollars. We.are not brokers 

-and not affiliated with any. : 

We know of no other organization like ours — the 
highly regarded commodity price forecasting firm in the world.” 

< -<> The Chief Executive of the largest corporation in its industry, worldwide, stated with regard to t 
work we provided them for over 25 years, “Theyre the best in the country. and probably in the world. 


oldest, the largest, and by reputation, “the most 


4. 


< Please write on corporate letterhead to: 





uggish months, retail sales in Britain 

hing the change on a year earlier back up to 4.8%. 

0% in February, but unemployment was steady at 

Hoyment in Australia increased in April to 9.5%: Australian 
the first quarter. 


retail sates unemployment % rate 


np 
< tyear 3mthst  tyear latest year ago. 


_$6.112) + 27 =~ 06) 95 (4) 102 
na ~14.2¢  -14.6(12) 14.0 Gy 138 
43202) +78 + 60 (2) 11.4 (4) 
+0.5(12) +130 8.3 (3) 9.8 (3)" 
42.9112) nil +21 (2) 94 (4) 
aha = 58 4.0(12)_ 17.4 (4)* 
0.612) +1054 + 23/12) 13.3 (3 
+3.6(12) -25 43.8 (1) 27 (3) 
+3702 = 7.5¢ + 1102) 3.2 (4) 
+1.4(12) = 
+ 
+ 























+ 63. fa 
+ 42 0) = 16 
+ 98 (3) + 3.1 
+ 7.0 (2) +92- 
ni (9) +14 
+ 29 (2) +63 
+44.4 (4) + 83 














12.8¢ 2.2 (2) 1.2 (2) 
£3.3(12) 


+05 48 (4) 126 (4) 
+77 (3) +148 10.7 (@) 7.8 (4) 





10.2 


ICES AND WAGES Remarkably, America’s wholesale prices did not change in 
ori i month increase fell from 3.1% in March to 3.0%. Inflation in Italy 
s ! j down; in the year to March, Italian consumer prices went up by 

d with 16.1% in the year to March, 1983), and wholesale prices by 
land's 12-month rate of consumer price inflation increased from 
ry to 3.3% in March, and slips to third-lowest in our table. 
cons ._ wholesale prices* 
3 mthst 1 year 
+37 + 6.701). 
+77 +10.9 (3} +13.8 + 3.3(12) 
+ 6.2 +44 (3) +10.6 +70 (1) 
+15.5 +153 (2) +79 +99 (1) 
+28 +3.14 (3) +06 +31 (1). 
SIA + 67. +, 25(12) nil nil (3) 
93) +135 +11.4 (3) $10.4 +12.8(12) 
i 4 04. =_14.3 (3) + 87 +55 (3) 
+ 88 +85 (1) + 58 + 28 (2) 

+34 + 3.0 (2) ~_13 + 6.112) 

+92 +.6.5 (4) + 25 +. 7.8 {3) 
+ 54 + 3.0 (4) + 33 + 36 (4) 

tes if f Ai lia, weekly earnings; Switzerland, ia ings; Belgium, 

rand USA, hourly earnings’ UK. monthly aa tr of ark moloyees S Te Sey eed 


wages/earningst 
3-mthst 1 year 
+15.0 + 7.3(12) 






































32% (on the OECD's standardised 
) by the end of the year. 
expected to grow by only a 

more than 1%, no better than in. 

983, and not enough to cut the dole 

es. The other side of Holland's 

| labour-shedding was a (per: 
temporary) rise in productivity, 
helped to push inflation down 

ss than 3%. Tight control of pub- 
spending has slowed the rise in 
-Dutch government's. deficit. By 
cing. domestic demand this 
id allow another increase in the- 


as % of gdp 





es seasonally adjusted exce 
at annual rate. n.a. Not ava 


THE ECONOMIST COMMODITY PRICE 
INDEX Coffee prices are nudging 50 
cents a ib, the highest level for nearly « 


years. Speculators have been buying on 


expectations of a smaller Brazilian crop, 
and rumours of cooler weather in Braz 
as the frost season approaches: Also, © 
good quality robusta coffee is scarce. 
Estimates of Ivory Coast coffee produc- 
tion have been reduced by 10% in recent. 
months to 3.7m bags, against 4.3m bags 
in 1982-83. Cameroun may have only 
1.67m bags available for export and will 
be unable to fulfil its ICO export quota. 
indonesia is having problems with quali- 


ty. Ugandan shipments are late. 


% ? 
May 8 May 15 one ‘one 


(provisional) month year ` 


87.6 = 883 -0.9 +29 
97.6 99.2 +34 °° +187 


78.6 
86.6 
72.5 


78.3 
86.3 
72.3 


~$.2 
~4.7 
-5.5 


-10.9 
“WF 
104 
Sterling index 
Altitems 
Food 
industrial 
All 132.0 
Nia* 145,4 
Metals 121.8 
SDR index 
All items 
Food 
Industrials 
All 98.4 
Nfa 108:4 
Metals 90.8 
Gold i 
$ peroz 972.25 373.5 
Crude oil (spot) Arabian light 
$ per barrel 28.25 — 
“Non food agriculturais 


+15 HEB 
“+5.5 +332 


1472 
163.9 


147.9 
166.1 


131.2 
144.6 
121.1 


-29 +0 
-24 08 
-22 ce 


109.7 
122.1 


+0.7 


110.4, aan 
PEB 


124.0 


98.0 
108:0 
90.4 


340 
~34 
«3,9. sar 


-48 
28.40 -0i 4 


Gdp % change ` 
: Of a year ago 





Government deficit ras: 


Current-account 
balance 


therwise stated. “Not seas. adj. }Average of latest 
all figures in brackets denote month of indicator. 





FOCUS: TRADE The vo f world. 
| trade went up by 2. 0%. in 1983 after a 
fall of 2.5% in 1982, and the IMF 
_expects itto rise again by more than 
5% in 1984. Non-oil developing coun- 
tries increased their exports in 1983 


WORLD BOURSES 


on fears:of higher interest rales. after a widening of on economi spi 


Stock price indices 


May 
15 


1984 
high 


low 


one 
week 


one 
year 


` without the American administration. The mood spread to other bours 


% Change on 
record =. 


‘by 5.3%. There was an increase of 
: % for the industrial countries, 
l-of.7.2% for the developing | 
with oil. In. 1984, demand for 
st countries’ exports should 
tronger, as economic activity 
f in the restof the world picks up speed. 
The industrial countries increased 
‘their imports by 4.1% in 1983, after 
three’ consecutive years of cutting | fal 10S 
in 1984 should buy about | Singapore Bera 
another 6. 5%. South Africa 1072.5 


Sweden 4490.6 
Switzerland 376.6 


“May 14th 


MONEY AND INTEREST RATES Canadian banks raise 

point for the second week running. Elsewhere primes. stayed. put, “but grow 
nervousness (about inflation prospects?) raised the yields on long-dated Amergi 
government bonds. We are preparing a new Eurobond series to start next week. 


Money supply interest rates % p.a. (Monday, except bonds which are previous Friday) 
% rise on yearago Money market. . Commercial banks Bond yields Eurocurrency 
Narrow Broadt Overnight 3 months. Prime... Deposits Gov't Corporate Deposits Bond 
(M1) lending 3months long-term 3 months 
+10.4 43.40 14,15 13.88. 
+ 57 12.21 
+ 68 43.70. 
+ 86 
+33. 
+ 46 
+10.9 
+13 

na 
+16 


-49 
-70.6 
128 
= 7.4 
= 52 
~49.0 
= 12. 
+ 31 
= 84 
~~ =10.7 
-27.9 


=3.0 
-2:2 


-3.1 
28. 
Al 
TAT 
+0.4 
2.5 
-3.0 
4 
ER 
+0,3 
att 
=3.1 
17 


922.8 
1286.6 


2585.7 _ 
787.9 
876.6 

1170.4 
156.3, 
181.7 
1096.5 
147.2. 
229.6 
1071.9 
1105.3 
1594.5 

388.7 


London 
New York 


Canada 
Australia 
Japan 
Hongkong 
Belgium 
France 
Germany 
Holland 


- 8780 
1150.8 


2264.6 
729.5 
830.8 

~ 924.1 
154.5 
176.0 

1004.1 


131.4 _ 


7703 
1130.6 


2264.6 
718.3 
735.5 
871.1 
135.3 


__ +30.0 
- 46 


~ 66 
+21.1 
+323 
-07 
_+26.5 
+414 
+ 84 
+25.1 
+105 | 









































J io ot trade 1978-100 
Exports 





Non-oil developing , 
countries 


Oil exporting ` 


countries S 
Australia 


Belgium 
Canada 
France 

W Germany 
Holland _ 
Raly 

Japan 
Sweden 
Switzerland 


+12.8 (3) 13.75 
5.8 (9) 
0.5 (4) 
9.6(11) 
3.3. (3). 5.55 
9.5 (2) 5.50 

13.2(11) , 16.88 
7.8 (2) 5.75 
6.8. (1) 11.50 
66 (1) 1.38 

UK +13:1 8.3 (4) 6.00 f 

USA + 78 9.1 (3) 10.63 12.50 i 

Other key rates in London 3 mth Treasury Bills 8.9%, 7-day interbank 7.0%, clearing ba 

Eurodollar rates. (Libor): 3 mths 12.1% ,.6 mths 12.5%. 


+ M2 except Australia, Canada, Switzerland, U.S.A., W: Germany, M3, Japan M2 F £. Ds, UK £M3, Definitions 
quoted available on request. Sources: Chase Manhattan, Chase Econometrics, Ba 
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ngue de Commerce (Belgium), Nederlan 
Credietbank, Credit Lyonnais, Svenska Handelsbanken ANZ bank, ee Suisse tet Boston. These rates are indicate 
and cannot be construed as offers by these banks... 


TRADE, EXCHANGE RATES ANDRESERVES West Germany had .acurrent-account deficit of DM1.9 billion ($731m) i 

reducing its 12-month cumulative surplus to $1.2 billion. Australia’s current-account deficit fell to A$95m (US$88m) in Ap 
“Sweden's 12-month trade surplus increased to $2.3 billion in March. Most foreign exchanges | were quiet: the dollar and. the pou 
: barely budged in trade-weighted terms, but the yen fell by 1.2%. 


Trade balance"? current- 3mth forwardrate ` 
Sbn | account 
d balance 
$bn 
latestt2 mths 
=5.0.{4) 
= 03 (9) 561 
-+ 1412); 129 
___ 8.46 
_275 
3.10 
1698 
232 
8.11 
2.28 





currency.units per $ currency units torei reservest 


Trade-weightedt 
exchange rate 
Discount’ 
premium 

%pa 

Disc 1.24 
Disc 0.14 

Prem 0.15 
Disc 0.59 
Prem 5.88 
Prem 5.64 
Disc_3.89 
Prem 5:51 
Prem 1.25. 

__ Prem 8.14 - 


latest 12 
months 
tog 
mBo 
+11.9 


latest 
month 

0.36. (4) 
0.44(10) 
-0.62 (3) 
0.38 (3) 


latest 
AA 


year ago. 
143 
487 
4.23 
"7.36 
2.44 
2.75. 
1456 
232 
7.48 
2.02 


latest 
84.3 


year ago 
121 8 


per £ 


per SDR March 
2 83 


year al 
5.6 
46 
38 
171 
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If you are tired of reading newslet- 
ters that stake their reputation on vir- 
tually every minor support level in 
gold, perhaps you should be sub- 
scribing to the Armstrong Report. 
Our reports are not some newsletter 
written by some guy in his spare 
time. The Armstrong Report is well- 
known among the professional trad- 
ers, financial institutions and metals 
producers. Prior to 1981 we main- 
tained strict limitations upon our sub- 
scribers. Our reports were not avail- 
able to investors or speculators for 
general distribution. 

Our recommendations are specif- 
ic and to the point. There is no room 
for hedging bets or suddenly forget- 
ting bad recommendations in the 
past. Our track record in gold is UN- 
SURPASSED from one day to the 
next. Our reports are accompanied 
by a newsline service that updates 
three times every day walking you 
through the trying ups and downs of 


investing, each and every day. 
Concerning our track record, we 
projected the precise day that gold 
peaked in 1980 covered our long 
Positions and went short. We pro- 
jected every major turn between 1980 
and 1982 pinpointing the precise low 
on gold to within $1 and then imme- 
diately projected that gold would rally 
back to $500 and peak during the 
week of Labor Day 1982. In 1983 we 


projected the high on gold for the 
week of February 14th, reversed our 
long positions with a stop at $520.10 
and called for a $100 panic sell-off. 


Gold collapsed by $119 and then we 
reversed and took a long position sell- 
ing it out at $450 in May. Our advertis- 
ing which appeared in Barron's can be 
reviewed in most libraries for that 
period in time. 

In June 1983, we warned that gold 
would continue in a bear market into 
1984 and that $400 would never hold 
it. In December we stated that silver 
would fall and hold $7.83 on a clos- 
ing basis and if so it would rally back 
to test $10 level, then turn downward 
once again. If you don't believe these 
statements, for $20 we will send you 
our November 1983 through March 
1984 issues for your review. We 
couldn't state this in front of all our 
readers if this were not true. 

The Armstrong Report is pub- 
lished monthly and covers gold, 
silver and platinum. The Armstrong 
Financial Report covers the curren- 
cies and is also serviced by a news- 
line three times daily. The Armstrong 
Stock index report covers the future 
indexes along with the Dow Jones 
and S&P indexes. All three reports are 
published by Princeton Economic 
Consultants, Inc. which is one of the 
leading private consulting firms in the 
world. Our client base ranges from 
international corporations to middie 
east governments. Our hourly rates 
for private consultation are $4,000 per 
hour and even the Wall Street Journal 
last June confirmed in an article that 
our firm is one of the highest paid in 
the commodity field. 

The above chart is only one sam- 








ple of some of our advanced tools. 
This is our indexing system which we 
have for all commodities including 
the currencies. It is a chart of gold 
expressed in terms of a basket of 
currencies. Whenever you look at a 
chart of gold in merely dollars, you 
are looking at gold through another 
commodity. But when you look at 
gold through our index, it clearly 
shows that gold remains in a bear 
market and to this day has failed to 
reverse that trend. If you think goid 
has turned bullish, you have proba- 
bly suffered from a few losses by 
now. Gold will not turn bullish until it 
closes above $431 on a monthly 
basis. Until then, gold will resume its 
bear market trend to levels you might 
think were never possible. 

So if you are tired of reading about 
promises and claims that never 
come true, perhaps it is time that you 
try a professional firm whose trading 
systems were designed for hedging 
billions of dollars. Of those who take 
a trial subscription, over 90% renew 
which is the highest rate of any pub- 
lication. 

So if you are tired of confusion, let 
us show you the real turning points in 
the metals, currencies and the Dow, 
At this point, a $150 trial is not much 
to spend particularly when it is tax- 
deductible. We guarantee it will be 
the best investment you will make in 
1984. 


3 month Trial (with newsline) .. $150.00 
3 month Trial Overseas ...... $200.00 
1 year Subscription US 

& Canada ................ $500.00 
1 year overseas ............. $600. 


Sample copy of latest report ... $20.00 
ABOVE PRICES ARE FOR EACH REPORT 
Combination all three reports 

3 month Trial U.S. & Canada .. $400.00 
1 year Annual US & Canada . $1400.00 


PRINCETON ECOMONIC CONSULTANTS, INC 


101 Carnegie Center - Princeton, NJ 08540 
(800-441-1502) In NJ Call (609-987-0600) 


YOU MAY CALL YOUR ORDER IN & USE YOUR CREDIT 


Enclosed please find my check for $ 
to my 0 MasterCard or [O Visa 
Card No. 























or charge this 
Exp. 





CI $20 back issue special Current sample $20 each 

E $150 3 month trial US & Canada ($200 Overseas Name 
[1 $500 1 year US & Canada Cl $600 Overseas Address 
LI Metals Report C Currencies O Stocks 


Combination ali 3 reports 


L3 $400 3 month trial C] $1400 1 year C] $50 3 samples 
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On the privileges you enjoy as a Swissair 
First Class passenger. 
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All Swissair air- 
craft have First 
Class, even on the 
shortest European 
journeys. 


In the First Class 
compartments 
of all B-747s and 
DC-10s you 

can sit down in 
luxurious 
Slumberettes and 
press a button 

to give you almost 
any position you 
like. This de- 
pends whether 
you feel like 
working, reading, 
eating, sleeping, 
or simply flying. 





PBA It can't be just the special ambian: 
The choice of and the Haute Gastronomie that mal 


drinks in First 


Class. With and Our First Class so First Class. More likes 


without alcohol. 


it’s the attitude of the cabin crew 
friendly and cheerful, but never ex 





rant; attentive and helpful, but never 
'rusive. For you as a First Class 
issenger Swissair hospitality begins 
actly as it ends: with anticipation of 
ur next flight. 








On long-haul 
flights you 
choose from a 
lavish display of 
hors d'œuvres. 





At more and more 
airports world- 
wide we welcome 
you in a special 
lounge with 
comfortable club 
chairs, news- 
papers, magazines, 
and a bar. 


swissair áy 


First Class, 
Business Class, 
Economy Class 
worldwide 

on all aircraft. 









Where Citibank opens a new world of 
foreign exchange management. 


Citibank removes uncertainty from foreign exchange activ- 
ities by giving you the latest trends and exchange rates—compiled 
from over 2,400 worldwide offices through electronic banking. 

Case-in-point: Alfa Romeo—manufacturer of some of the 
world's finest cars—has subsidiaries in 14 countries and receives 
payment in 14 currencies. These currency flows total $1 billion 
a year. 

To help Alfa Romeo manage its exposure, Citibanker 
Jack Lavin, a London-based cash management specialist, and 
Paolo Rubini of Citibank’s Milan office, used the most advanced 
financial management support and technology in Europe. 

To learn more, read on. 


Where high-performance treasury 
services help Alfa Romeo save $5 million. 


Alfa Romeo expects to save $5 million a year with the 
help of Citibank’s electronic banking. 

Using Citibank’s international treasury system—including 
a “netting system” which centralizes foreign exchange trading 
—the company reduces transactions by 60%. 

As the system evolves, Alfa Romeo subsidiaries will use 
local Citibank offices for same-day value international funds 
transfers. 

Chief financial officer of Alfa Romeo, Dr. Pierfranco Cont 
adds: “Citibank gives us the best software, know-how, and 
assistance in developing and implementing the system” To lears 
more, contact a Citibank account manager. 























© 1984 Citibank, N.A. Member FDIC 
The Citi of Tomorrow 
and Global Electronic Banking 


are service marks of Citibank, N.A 






(L to R): Citibanker Jack Lavin worked with 
Dr. Pierfranco Conti of Alfa Romeo and 
Citibanker Paolo Rubini to apply the latest 


electronic banking services 


CITIBAN(® CITICORm 


GLOBAL ELECTRONIC BANKING 
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The Irish. -= E 
Europe's youngest and fastest-growing population. Educated, talented, 
flexible, innovative. 

Ireland. 

A member of the European Common Market. Noted for its favorable 
government attitudes towards business. The most profitable industrial 
location in Europe for U.S. manufacturers. 

Ireland. Home of the Irish. The young Europeans. 


IDA Ireland &% 


INDUSTRIAL DEVELOPMENT AUTHORITY 


The Irish government's industrial development agency has offices in DUBLIN (Head Office), 
Tel: (01) 686633, LONDON (01) 629 5941, TOKYO (03) 262 7621, HONG KONG (5) 939637, 
SYDNEY (02) 233 5999. Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 
Copenhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, 
Boston, Fort Lauderdale, Atlanta. 
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“WE'RE THE YOUNG EUROPEANS” 






Meet Mr iromo 
Or not, if you don’t want 
frostbite, page 33. Non-shock 










go home, same page. 


Ruud awakening 
Holland's prime minister has to 


Palmed 
Sweden's submarine row, 
page 34. tig 


Cheery, bleary 
Complacent West German 
government, page 35, 


Not for bur ning complaisant opposition, page 
‘Step forward the Saudis: the 38. 
lf has to be kept open for 


Napoleon’s conquest 
Duarte takes Washington, 
page 49. 


érs, page 11. The west as 
ng-stop, page 23. Nobody is 
{buying much oil, page 70. 


Napoleon’s defeat 
Too early for a Channel link, 
page 15, which the banks 
won't finance without 
government guarantee, page 





US interest rates 
20-year gov't 






Continental 
Ilinois 





3-month 
_ interbank 














Feb 


ire drill 
What the summit leaders 
hould tell America about its 
lear money, page 12, despite 
ts burgeoning economy, page 
(47. The Democrats look for 
jomorrow's jobs, page 48. 
itockmarkets run for cover, 


page 86. 
Run on banks 
¿£ lessons for Continental 
ois are the opposite of what 
ome people think, page 13. 


Why small American banks are 
pute page 86. Harsh words, 


Mar April May 


DNA’s OK 

Gene-spliced sprays help 
more than they can hurt, page 
16. Judge Sirica disagrees, 







ut better news from Latin 
merica; page 84. Next week's 





After Betjeman 
Larkin about. Our suggestions 
“o fight the Russians into. a 


egotiation, page 14. page 105. 
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from Marshal Ustinov, page 34. 
Two out of three Russians don’t 


come oul of his coma, page 16. 
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for Britain's next Poet Laureate, 
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World politics and current affairs 


11 The Saudis’ test 

+2 Fire drill at the economic summit 

13 Stopping a run on a bank 

14 Don't shrug the Afghans off 

15 No Channel tunnel yet 

16 Lubbers needs to lead Holland 

16 DNA’s OK 

18 British policemen’s licence 

23 International: Leaving it to the Saudis, with Awacs and a 
prayer; India; Philippines; China; Japan; Olympics; Syria; 
Israel; Sudan; Somalia; Nigeria; Egypt; Kampuchea 

33 Europe: The latest from Grrromyko; Soviet missiles; Swit- 
zerland; Sweden; Italy; West Germany; West Germany's 
Social Democrats; Ireland; Richard von Weizsäcker; Po- 
land. European Community: European parliament: Tries 
hard, could do better; Libya 

47 American Survey: The flowers that bloom in the spring, tra 
la, and the weeds; Jobs; Central America; Rows in 
congress; Debategate; California; Austin, Texas 

59 Britain: The public sector of discontent; NHS cleaning 
privatisation; The economy; Scottish jobs; Coal strike; At 
the pithead; James Prior; Radio wavebands; North London 
polytechnic; Schools; Euro-elections 





Business, finance and science 


67 Business this week 

69 World Business: Renault and Peugeot sigh for fewer 
workers, more customers; Gulf oil; Syathetic fibres; Food 
aid; Hitachi; Gold mines; Walt Disney; Beatrice Foods; 
Glacial ice; European industrial co-operation 

83 Finance: Only governments can guarantee the Chunnel; 
Japanese financial markets; Latin American debtors; Phi- 
bro-Salomon; City of London; Stockmarkets; Continental 
Illinois 

88 Business Brief: Rhéne-Poulenc: better red than dead 

91 Science and technology: It doesn't take a miracle to hold 
back the desert sands; Recombinant DNA; Particle phys- 
ics; Anti-insomnia drugs 

113 Economic and financial indicators 





Books Plus and letters 


99 Books Plus: Zhou Enlai; Bonnie and Clyde; Glynde-+ 
bourne; Georg Lukacs; Krzysztof Penderecki; Biblical 
epics; British poets 

4 Letters 
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_. Setting Latins free _ 
 SIR—One should not so readily 
_@stablish a positive correlation’ 
‘between the adoption of democ- 
‘racy and the end of all evils. in 
| Latin America (May Sth). 
» First, the new democratic gov- 
ernments of these countries are if 
anything under a much stronger 
effective pressure to default. on 
r debts than autocratic: ones 
ould be. The former must take 
tions that are tepresentative of 
the will of a majority of people— 
whose belts are naturally tight 
and who do not'necessarily look 
‘upon further belt-tightening mea- 
‘sures too kindly—or commit po- 
itical suicide. The latter have a 
trong. incentive to do whatever is 
ike taking positive 
economic -action—to keep their 
credit lines open, if only to fi- 
nance.: another year..in..govern- 
ent. 
No’ political system © and ‘no 
alf-hearted economic plan will 
og at a time when people who 
been expecting heaven rea- 
lise they have, instead, been giv- 
en hell—and the freedom to give 
‘vent to their frustrations (and 
eventually to find the ‘perfect 











‘Scapegoats’ in their ‘foreign 
creditors). 

‘La Paz, 

‘Bolivia’ ALBERTO QUIROGA 
‘Catalonia 

‘SiR—Catalans will take issue with 


your. Spain correspondent. on 
three points in the otherwise ob- 
‘jective report (May 5th) on the 
recent. Catalan . parliamentary 
elections. 
If, as the piece correctly con- 
cludes, Catalonia is fecognised as. 
a “nation” by the Spanish gov- 
ernment: in- Madrid, why «does 
` your. correspondent refer to it as 
a “region”, as if it were West 
` Midlands; ‘Clwyd or Lothian? © : 

i: The- seven-year. prison sen- 
tence imposed on Mr Jordi Pujol, 
-president-elect of the new Cata- 
lan administration, by a military 








ply to “civil rights”, but to his 

Condemnation ofa Francoist re+ 

po intent on obliterating Cata- 
n national identity. 


















the Barcele 





court in.1960, did not relate sim-’ 


= Catalans have sufficient sense. 
- of humour and “seny” (common- 
= sense): to shrug off the flippant 
“reference to the proximity of the 
“Catalan: parliament. building to- 
They ol ; 


constitution of 1283 known as 


<“Una vegada a l'any” (once a 


year); which extended parlia- 


-mentary representation to village 


level, Catalonia reached a degree 


-of democratic maturity arguably 


in advance of that achieved by 
England with Magna Carta bare- 
ly 68 years before. 


Barcelona MICHAEL STRUBELL 


SiR—Your Spain correspondent 


should have said that it was a 
‘coalition, and not a single party, 
‘that won 47% of the vote at 
‘elections for Catalonia’s regional 


parliament on April 29th. The 
main ‘party is Convergencia De- 
mocratica, but Union Democra- 
tica cannot be forgotten. In all, 
16 of the 72 seats that the coali- 
tion has in the parliament belong 
to them. 


Barcelona VICTOR CUNILL 





Soviet computers 


SiR—Your article (May Sth) is 
perhaps a little misleading with 
regard to the level of the Soviet 
microprocessor industry. I am at 
present researching this very area 
and would like to offer some 
comments. 

As- you correctly stated, the 
Soviet Union has made copies of 
certain western devices—the In- 
tel 8080 being the most publicised 
case. But, in addition to these, 
the country also produces Soviet- 
designed. devices. In production 
at present are some 15 families of 
microprocessor chips, some of 
which are unique to the Soviet 
Union. 

It is. true that the level of mi- 
croprocessor production is un- 
known. The Soviet Union does 
not release production figures of 
microprocessors, and any men- 
tion of the production capability 
is of the vaguest nature. Howev- 
er, these vague figures do suggest 
that the Soviet Union is. capable 
of mass-producing microproces- 
plaet sr the- prodaction 
mixis quite unknown. 

In my opinion ‘the Soviet 
Unions is adequately developed in 
the field. of microelectronics to 
achieve a more advanced level of 

production technology than 
thought possible by many west- 
erm sources. The main stumbling 
block facing the Soviet Union is 
the traditional one of the | non- 





-Hmongs and Miaos 


SIRH object | to your description. pe 
of the Hmongs as “a group of the fh 
-most primitive aliens adrift 
(May 5th). The Hmongs are a - 
gentle and- courteous people, 
with a culture. of immeasurable .1 





; Avenue could € 





to keep sightseers « 
porch. Even: 





: fence easily seen rough, so-tt 


anyone walking 






law: 


antiquity and a highly developed -bı i 


sense of moral integrity. In Laos _ 


they have occupied positions as 


teachers, doctors, pilots, provin- - 


cial governors, generals and even 
cabinet ministers. 

Since the Hmongs have only 
been in south-east Asia since the 
nineteenth. century. they can 
hardly be said to. have spent 
“much of the past 500 years . 
warring with their south-east 


Asian neighbours”. Nor was the 


name Hmong taken by the Chi- 


nese to. mean anything atal, 


much less “barbarian”, since 


they were not called Hmong ty o 


the Chinese; but “Miao”. 
London 





Harry Truman 


SIR—I question the accuracy of 
your. observation (April 28th) 
that Harry Truman was selected 
for. the vice-presidency “‘some- 
what indifferently” by Franklin 
Roosevelt when Roosevelt opted 
for a fourth term in 1944, 

Having decided to jettison his 
then vice-president, Henry Wal- 
lace, because of his leftist slant 
and quixotic ways, the president 
culled from a number of possible 
running-mates the names of Tru- 
man and-Justice William Doug- 
las. As organised labour’s sup- 
port was crucial to his re-election, 
Roosevelt directed Sidney Hill- 
man, a -senior member of the 
labour movement, to state his 
preference. 


New York Gavin P. MURPHY 


Str—Harry -Truman’s under- 
standing and mastery of foreign 
affairs came partly from his very 
wide reading. He was the last of 
the American. yeomanry, the 
Cincinnatus who studied. while 
farming, though neither Indepen- 
dence, Missouri, nor the Wallace 
family he married into could be 
considered intellectual. backwa- 
ter; Independence was the begin- 


ning of the wagon-trail to the {oc 


Great West. 


The Truman family were. 


uniquely American stock—abso- 


N.C. Tir : 
aged many people 







dent himself woui 
was one of a kind, t 
the great inland empire of Ame 
ca, and he was always proud tl 
he was able to give back to” 
country some of what it had gis 
him. 

Malibu, 


California ~ O. W; vANPer 






on my y podtions. 
President Reagan 


active for the first time in poli 
and in particular in the Repu 
can party. Expanding partici 
tion in the. political proces: 
hardly the kind of effort 
which I would criticise anyone 
Nor am I critical of those ¥ 
become active in politics. beca 
of a deep commitment to a: 
issues or even to a single iss 
Some of the most i ant: 
cial changes in the United Sti 
came’ through the. crusades 
those devoted'toacause, 
I am critical, though, of th 
who apply a religious test as 
mission to a political party 
those who insist that’a candic 
subscribe to certain religious 
nets before he or she is endo; 
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disposable personal come, ta 
havens offer an opp unity of 
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RECRUITMENT CONSULTANTS 
35 New Broad Street, London EC2M INF 
Tel: 01-588 3588 or 01-588 3576 

Telex No.887374 


A career er appointment based in an attractive part of the Middie East — oppor to accrue capital 


F EAST SALARY £25,000-£30,000 TAX A : 
MAJOR INDUSTRIAL COMPLEX—PROCESS INDUSTRY 


pplications are invited for the post of Chief Industrial Chemist. This is a senior post reporting to the Manager Technical Services with responsibility 
or the planning, jail and operation of an analytical and chemical laboratory and environmental protection measures in support of an 
industrial com) plex incorporating an aluminium smelter, a desalination plant and a major power station, The successful. applicant will be responsible 
_for the motivation and direction of a multi-national team of graduates and professional staff using modern laboratory facilities: Applications are in : 
from suitabi quatiied graduates, aged:35-50, with significant industrial and management experience and a background in the primary alumin 
ndustry. initial salary negotiable, £2 ,000-£30,000 tax free, plus a comprehensive remuneration package including free accommodation and utilit 
car allowance, health care, provident fund, generous assistance with education expenses and air passages for annual leave and children’s education. 
ications | in strict confidence under reference CICA4263/E, to the Managing Director: 


CAMPBELL JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 35 NEW BROAD STREET 
LONDON EC2M 1NH. 


TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-638 9216. 


& Please only contact us if you are applying for the above position. 


ECONOMIST 
We have a vacancy in our widely jëspe 
economic research team. As a leading stoc! 


ubstantial research presence and an effective ker we are looking for an economist of the hig 
nstitutional sales force. They want to complement calibre with at least three-four years’ experience 
ting highly regarded oil research team by preferably in a bank, broking. house or oth 
ing an analyst to cover the smaller and financial institution. Applicants should have a 
_ medium sized U.K. companies. working knowledge of practical econometrics, be 
sition would suit existing oil analysts with used to meeting very tight deadlines and be able 


two to three years’ experience, or an oil industry to communicate quickly and effectively both: with 
employee who has worked for a minimum of four to clients and the institutional sales desk. Age 


_ five years for a major oil company, including.a 
riod in a planning or business strategy important. than.the ability to work wit n 


epartment. Some geological knowledge would be professional team, 
ell e but is not essential. Preferred age would be Applications, which will be treated in stri 


ediotis, whid will be teeated:in confidence, a ne eoe details of career to dar 
include details of career to date and be — tected 


dressed to J. D. Vine (Ref: TE/12), Vine ; , 
rto | Limited, 152/3 Fleet Street, London etones, 


James Capel & Co | 

Winchester House 
100 Old Broad Street — 
London EC2N1BO ` 


Our client is a major London stockbroker with a 








in ‘stating that 
thirds of Ameri- 
themselves as neither 

- nor. Republicans” 
The Gallup Organi- 
ight surveys between 
983 and mid-January, 
ind that an average of 
those it asked identified 
elves as Democrats, 25% 


pendent. So more than two thirds 
of aaa voters rate > them- 


Roy PIERCE 


ld be requir Any mer- 
hant -accepting credit cards 
oa be obliged by law to give a 


“The requirement 
- should be se by law so that no one 
‘merchant would lose his credit 


i Upper Montclair, 
GEORGE GIBSON 


SIR—Your. statement (May 5th) 
that the United States Supreme 
Court ruled in 1964 that a public 

_ figure: cannot win_a ‘libel ‘case 
unless he proves “actual malice” 

; incorrect... That ruling con- 
“cerned a public. official; not a 
blic figure. The standard was 

Rot extended to public figures 
until 1967. 


“Chicago "Ros WARDEN 


Health care 
Sir—Life. a 
cnide measure 


Maintenance 
-Many of the patients a doctor 


nsion, 


> sclerosis and non-use. 


opean social insurance sys- 
tem of financing and public hos- 


-pitals. Most of the countries of 
northern. and western. Europe, 


together with Canada, Australia, 


Jand the United States, come very 
close behind. 


Singapore has nothing in com- 


_mon with Japan in health care. 
Health is good not in spite of 


high-rise housing density, but be- 
cause the new public housing gets 
people out of the old unsanitary 
kampongs and facilitates refuse 
collection, insect control, and the 
provision of good drinking water. 
Singapore has a fine network of 
public hospitals, heavily subsi- 
dised. centres for out-patient 
care, and a parallel private sector 
for the rich, while Japan is edging 
closer to the European social in- 
surance model with more than 
99% of the population covered 
by one of the four major national 
insurance plans. 

In the United States, your au- 
thor neglected the enormous dis- 
parities among income groups, 
the recent reductions in benefits 
for the poor, and the plight of the 
working poor just above the legal 
“poverty” level. In Britain, the 
real problem is one of maintain- 


ing adequate quantity and world-` 


class quality in a country with 
only half the real income per 
capita of the United States or 
Japan. 

The American recipe (Entho- 
ven and many others) is to set 
new financial rules on the as- 
sumption that market forces will 
work in the health field. The 
Canadian recipe (myself and 
many others) is to improve the 
data base and the quality of pub- 
lic-sector management decision- 
making since (because of licens- 
ing and other restrictions on 
providers, consumers unable to 
judge the product consumed) the 
preconditions for an effective 
market mechanism do not exist. 
Halifax, 


Nova Scotia A, PETER RUDERMAN 


Sin—There is a great misunder- 
standing on the part of the politi- 
cians and the public regarding 
“preventive medicine”, the phi- 
losophy which underlies Health 
Organisations. 


sees do not-have preventable ill- 
nesses. The doctor cannot pre- 


‘vent a broken arm, a strep throat, 
an ear infection, an appendicitis 


` or a bladder infection. However, 


“can; should, and almost al- 


belts in cars. A 
Do people bother? My S 


rate after 15 years of trying, with cals 


the same patients, 
friends, is no better than 5%. A 
patient of mine will die of pid 
sema any day now. Fifteen years 
ago I told her she had it, that it 
was caused by her smoking, and I 
described what a horrible. way 
you die from emphysema. She 
never stopped smoking. 

People die of four things in the 
United States: smoker’s lung, 
drinker’s liver, flabby heart and 
unused safety belts. All these 
conditions are caused by the pa- 
tient and only by the patient. 


People who don’t smoke, aren't 


overweight, get adequate. exer- 
cise, and wear their safety belts 
are healthy and live long. 
Redondo Beach, 


California PETERS. STEVENS 


Labour shortages? 

SiR—In “Tighter Money, Please” 
(April 28th) you suggest that 
there are signs of overheating in 
the British labour market. This is 
a most peculiar idea. The -per- 
centage of manufacturing: firms 
expecting their output to be limit- 
ed by shortages of skilled labour 
is still lower than in the trough of 
the 1975-76 recession, or in any 
recession before that. And the 
official number of vacancies (sea- 
sonally adjusted) has. been static 


(at around 147,000) over the past: 


four months compared with a 
higher average (of about 
165,000) for the previous four. 
You quote particular shortages 
in electronic and instrument engi- 
neering. But there are always 
shortages of skilled labour some- 
where in the economy, and these 
are now much rarer than at al- 


most any time in postwar history. | 


To quote a few examples does 
not help. The overall: picture is 
the relevant one. One might pos- 
sibly take particular figures seri- 
ously if there were evidence of an 
unusual dispersion of vacancy 
rates across sectors, but no evi- 
dence of this has been produced. 
And in general there is no. evi- 


dence of any increase in the struc- . 


tural mismatch between the pat- 


tern of skills demanded and those : 


available. 
London 


Archaeopteryx 


_ Str—In the a 


opteryx and 
opment of. 


all dear g 


Lankester's appointment U 
board, as a non-executive direc 
tor, wasa fluke. 
Inspired by a realisation of how 
little we, in business; understang 
the thought processes of West 
minster and Whitehall, I particu 
larly wanted a senior civil grad 
on my board. It was as the resu 


of an extensive search, wit! 


SiR—You write (May 1; ) abog 
the proposed new bridge be 
tween Europe and Asia near Is 
tanbul, The article refers to Dar: 
us’s les built in $12 Be a 

“intended for . . . subjugation # 
Greece and the Balkans”. 


not to Greece. and 

Your correspon 

confused this campaign witir thi 

of Xerxes- in 480. 

Greece, which / j 
two bridges. aċroi 

. Whe the first > 


RICHARD LAYARD 00 lashi 





Short & long term exclusive accommodation 


Forget your worries and the lack 
f privacy of hotel life 


/60% cheaper than equivalent 
London hotel rates. 


tering. apartments in the Mayfair 
nc areas with taniy equipped kitchens 
> service 
¢ airport collection to your apariment: 
and video, plus a large video cassette library, 
Tdaysaweek included i intrent. 
ündry and valet’ ‘service. 
ibysi and Nursing service. 
i lyf ited Hitchen o or preparation of meals if required. 


facilities available on request. 
istance. 
All enquiries and brochures to: 
eley Mansions Estates Ltd, 64 Seymour St, London W1. 
180 HOTLONG. 


Marlyn Lodge 
Eomewhere tor anyone 


system. In fact, we've 
t included everything right 
sand studio down to the solid-brass door 
perfectly located furniture and coved ceilings. 
: So if you 
work in the 
City and 
want the 
perfect 
} pied-a-. 
terre, either 
fot yourself 
‘or your 
company; 
speak to 
Doug Soden on 01 -481 1782. 
Prices from £49. 995 f 
: Marlyn Lodge, - 
- 80/92 Mansell St., . 
~ London El. . z 


wardrobes an Ten yehene : 


Tel: 01-258 3641 01-724:1746. 


Prestigious , 
Office Accommodatio 


Comprising the entire ground, © 
first and second floors plus an area i 
the basement adjoining the private 
car park. 


y 


E Full Air Conditioning 

HB 3 Automatic Passenger Lifts 
W Service Lift 

E Full Carpeting 

WH Car Parking 


E Double Windows to all 
elevations with integral louvre 
drape blinds 


I Fully Fitted Kitchen 
E Dining/Conference Room 
W Boardroom 


E IBM 3750 Automatic 
Telephone System 


| High Quality 
Demountable Partitioning 


® London W1X OAD 
01-629 8191 





| international Pro 


| 1984 
-T he property market 
reviewed by JLW 
Partners living in 
14 countries 


The new 1984 edition of the JLW 
International Property Review 
contains even more statistical 
data than previous issues, 

plus an analysis of rental 

< values in 27 major 

international centres. 


~ |tis invaluable reading for those 

interested in investment, or 
occupation of property, at home or 

- abroad. Available now on request from 
_JLW Research Library, Mount Street. 


SALES & ACQUISITIONS JIN ArT 


INVESTMENT 
_ MALUATION | 
LETTING 
» FUNDING. 


< AUCTIONS 


- AGRICULTURE 
RATING & TAXATION Sw NW, 


RENT REVIEWS & LEASE RENEWALS 

BUILDING SURVEYING SERVICES 
PROJECT SERVI 

DEVELOPMENT | 


INTERNATIONAL SER) 


Wo 
UZ ESTATE MANAGEMENT S 





Viana gement Consultants Professional Register 


The. Management : Consultants 


ofessional Register is a free: 


tiry service through which 

potential clients can obtain 

- information on the 

fessional services that - 
gement. consultants can. 
je, and a short list of . 


riate consultants fora ae 


jar assignment, 


e Management Consultants 


sional Register, 

/24 Cromwell Place, 
ondon SW7 2GL 

phone 01-584 6655 


3 T he servic e has the PT unique features: 


Authority The Register is operated jointly by tħenstitute of Management 
Consultants which is the professional Institute of individual management o 
consultants in the UK, and the Management Consultants. Association which is 
the principal association of established management consulting firms in the 
Resources The two bodies together represent the majority of professional 
management consultants and their firms in the UK, from sole Practitioners 
firms to the largest UK consultancies: 
Professionalism — Each body has strict membership. qualifications and codes of 
conduct. 


» Scope of services The scope of professional services encompasses the full 


range of management activity: corporate poliey ‘and development: finance and 


administration; marketing; sales and distribution: production; information 


‘systems and data processing; economic and environmental planning; human 


resource management. 
Proven use” The Register has a proven record of sietos ul use by a wide 
range of clients in the UK and overseas, from small companies engaging 


‘consultants for the first time to the largest companies who use consulta 


extensively, and by central government departments. local authorities and 
nationalised industries: ore 
Free service. Use of the Register is free, confidential, and involves no 
obligation. Simply telephone the Registrar for details. 


“Now there is a hotel 
for perfectionists in 
Washington, D.C.” 


n extraordinary hotel with turn-of-the-century 
harms and modem-day comfort, 
eautifully located among the mountains 

and lakes of the Engadine Valley 


ason from June 8th to Oct. 20th 


cingi and excursions - 


miles from zolf course - 
je faci ities for 80 cars 


HOTEL WALDHAUS 




















IBM's new Marketing Centre'is on the South Bank between 
the National Theatre and London Weekend Television. 


Architects: Sir Denys Ladsun, Redhouse and Softley. We managed IBM South Bank the 


Structural and Services Engineers: Ove Arup and Partners. 


Quantity Surveyors: Northcroft, Neighbour and Nicholson. way we manage all our contracts. Thoroug - 
_ That's how we managed to build seven floors of prestigious, 


air conditioned accommodation (two of which are below ground lev 
83 within budget : 


_ This modern office complex has some 30,000 square metres of 
loor space, providing an ideal home for IBM's marketing teams. : 
What's more, with the help of a 220 metre river wall, we reclaimed 
7, 500 square metres of foreshore from the Thames. : a 
The riverwalk, with its Victorian lampposts, links IBM South Bai 
; neighbours the National Theatre and London Weekend Televisio 
=] Right down to the finishing touches Taylor Woodrow maintains 
maa est possible standards of work. 
Ifyou would like to know more about us, please 
the coupon} below. dg be happy to give you — 














International Ltd, : 





rly four years of death and destruction at the 

of the Gulf, the rest of the world had 

vored and complacent. The early panic talk of 

world’s tinder box” had begun to sound melodra- 

matic. The rising slaughter was bad enough—perhaps 

half a million dead, though nobody really knows. The 

this year of chemical warfare suggested that Iraq, 

culprit, was feeling worried. But the doubts about 

[raq’s survivability had seemed to recede, with the 

practical if callous afterthought that the Gulf antago- 

are, after all, two very nasty regimes at least 

upied with battering each other rather than 

schief farther afield. 

w. The panic talk is making more sense. Iraq 

; , by attacking neutral ships plying to and from 

ran. The ayatollahs responded by attacking ships ‘on 

he Arab side of the Gulf, thus throwing a challenge in 

eeth of Saudi Arabia. Tankers are ayeady drop- 

anchor on the safe side of Hormuz. 

»eyond Iran’s power to shut the mouth of the Gulf. But 

r Arab-Persian confrontation at the northern end 

‘Stop the oil flow by scaring off the shipping. 

{round 15-20% of the western world’s oil supply could 
p—unless the ships are made safe again. 


, and worse? 
es this oil matter? That can be quite easily 
The world oil industry at present has at least 
pacity. In the short run, a drawdown of 


ut 5% of gross world product, so that each 10% 
ist swells world inflation by 0.5% in a year, 
le balances of payments of oil importers like 


n by 0.5% of their gnp (a huge amount), 


han it sounds. Before 1973, oil 
gross world product, so- 


It is probably | 


power of the oil-thirsty west into the savings of O 


sheikhs; added 2% to world inflation; cut ne: 
same amount from world demand; and dist 


‘balances of payments by 2% of gwp; all at a str 


knock-on helped turn 25 years of world boom : 

years of growing dole queues and belt-tighteni 

tion. The existing “limited” Gulf war is alread 

the world something either side of 1% more 

and 1% less growth than it might otherwi 

Gulf’s now-threatened closure could double th 

the post-1973 levels. eae 
That is not the end of the worry. Assume that 

present crisis is resolved, with both Iraq and 

agreeing not to molest neutral ships (including those 

Iraq’s Arab friends). Even so, President Saddam | 

sein’s regime in Baghdad could feel much twitchier t 

it did a month ago. To restore the relative free¢ 

shipping that prevailed at the top of the Gu 

would still be a slap in Mr Saddam’s ej 

maritime outlet has been blocked by Iran since tl 

of the war. His oil, trickling out by pipeline | ig 

Turkey) at only a third of its prewar rate, has not be 

able to move through the Gulf for nearly four 

ayatollahs’ has. If there is an agreement ti 

blockade, it must apply to all ports and oil ins 

in the Gulf, including Iraq’s. Otherwise Iran wi 

scored vital points. = = ses 


Pretty well everybody agrees that it w 
disaster for Iran to win this war, because | 
victory might throw the Gulf into turmoi for y 


either Iraq wins the fight (which seems | ely, a 
Gulf Arabs would not greet an Iraqi vi 
whoops of joy either) or the government of Iran m 
gradually be shifted towards a negotiated peace, 
sumably by pressure from battle-weary pr 
soldiers willing to settle for a compro 
unlikely to happen while Ayatollah Khom 
So Iraq has to be helped to hang on: = 

Iraq seems in better shape than six 


conventional wisdom is that a war 


Iran, because it has larger 
and revolutionary zeal and because Iraq’ 
i ne front. 





ys. Cae 
Iranians need to be given a rebuff. 
lity has arisen with their sinking of Kuwaiti 
hips. It is for the Saudis and their Gulf 


efensible sea-lanes, close to the shore, to defy 
lockade. For too long the Saudis have been 

double game of nagging America about 

ing about its discomfiture in Lebanon 

ile at the same time assuming that Uncle Sam can, in 
ast resort, be relied upon to come to the conserva- 
abs’ rescue. The Saudis now have a challenge to 

ey possess the best fighter aircraft in the world, 

can F-15, in handsome numbers. If the Iraqis 

heir blockade of Iranian ports in return for 

n's own blockade, and if the ayatollahs say 

e Saudi aircraft (piloted by Saudis, please) 

| umbrella over their side of the Gulf. 

cover to convoys of tankers in the new sea- 

e their first test of mettle and of technical 


yal d, f: 

sary, the unloved Americans—then so be 
stop is available, as President Reagan made 
Tuesday; which is one reason why Iran’s frie 
urging it to calm down. But the Arab invitati 
have to be clear, public and unambiguous. It is a urd 
for the squeamish Gulf Arabs to say, “Yes please, 
defend our ships from the sea, but don’t any of you 
embarrassing infidels come ashore”. 8 

It is time for the Saudis, especially, to put their 
muscle where their mouth is. For years they have been. 
buying off all and Arab sundry—including Iran’s frie 
the Syrians, Palestinians of many a hue, almost ev 
sort of Lebanese—in the hope of keeping out 
world’s troubles. The cumbersome royal consens 
Riyadh has expected love and courage from th 
cans, but when the Americans have taken 
goofed the Saudis have often been the first to't 
backs. Now is their moment to show that they 
courage of their convictions, and the conviction 


USinterest rates 


20-year gov't 


nte rational economic changes are urgently needed ow 


sry investor on every world stock market now 

had sold in early May and gone away. A few 

g0, economic prospects seemed to beckon. 
American interest rates, international debt prob- 

nd Gulf tankers are on fire. Firefighting is best 
by young men in asbestos suits, not by six elderly 


eek: 
‘oda 


men and a woman trying to look dignified before the 
V levision cameras. Awkward for the heads of 
government of America, Japan, West Germany, 
ince, Britain, Italy and Canada, who had hoped to 
pend their time at the London economic summit on 
June 7th-9th rejoicing that, at last, growth and inflation 
are nearly back to where they were in the halcyon 1950s 
and 420s, Why is recoyery proving less smooth than 


How to return to the charms of yesterday 
5 until the early 1970s “international econom- 
ns” meant increasingly free trade, slowly 

capital movements, and an attempted near- 
rates which allowed national gov- 


bly worse (non- — 


artificially cheap); while freedom over national macro- 
economic policies has been greatly increased, and | 
being misused by the most powerful country in 


abl 
Mi 


Only big changes 


economy to the safety 


rement of cheap products | 


ems that make some capi 





! mplying that 

rs should arrange the next reces 
or both. Our four big suggestes 
vith reducing protectionism, not merel; 


tionary partly because J apan seated from 


2 a pr oducer of no-cars to being the world’s biggest 


heap ones. Today no east Asian or Latin 
untry could soar from being a nil producer 
the world’s biggest and cheapest producer of 
because multifibre arrangements and “volun- 
taints would stop them. ; 
, much more needs to be done to free up other 
articularly Eurosclerosis in the labour mar- 
that the unemployed are not kept out of jobs by 
wage laws. and the like. During the growth 
s were kept economically down because 
Europeans, north Africans, West Indians 
‘to fill vacancies whenever the wage demand 
l labour went too high. Populists think that 
kage f immigration into Europe will help unem- 
own. It has done precisely the reverse. 
all the seven summiteering governments (ex- 
s) need to reform their tax systems so that 
by consumers gets dearer in post-tax terms. 
ction year it may seem fine that American 
ers are subsidised by getting cheap after-tax 
and that America’s elderly are given their 
and Medicare out of the budget deficit. But all 
are made to them at the expense of driving 
rates for much more desperate Brazilians. 
urth, the seven big countries need to co-ordinate 
domestic economic policies. That does not mean 
ji ting a boom which would then end in a co- 


ducer 


5 billion whipround by 16 big American 

l o stop or even siow a run on Continental 

is. Nobody who has been reading The Economist 

ast hundred years will be surprised. In a 

panic, said Walter Bagehot in the 1870s, the 
ble course for rescuers is to 

‚boldly, and so that the public may feel you mean 

nding. To lend a great deal, and yet not give the 

idence that aah will lend sufficiently and effectual- 


rati n p = 


raia and other gener. creditors of the 


be fully protected. After this, money markets- 


t back to normal. Continental Hlinois 8 was again 


oving one way—the Mitterrand franc | plungi 
Reagan dollar soaring—it is usually warning that so 


; thing is wrong with macroeconomic policy. The ans’ 


is not central bankers throwing money at. gratefu 


“speculators, but a change in the mix of fiscal an 
‘monetary policies at home. 


Latin America cannot wait = 

The change most needed: today is cuts i 
budget deficit, and if that sounds like a 
whinge it is now being loudly amplified in 

which recognises it is the only way soon to bri 
rates down. Overborrowed Latin. Ameri 

wait even that long. ‘Their debts today 

they were two years ago, just before Me: 
default. Their economies are still in recession 
increasingly democratic governments rankl 
threatened by higher interest rates. Th 
service their debt, but they need some econo} 

as well. To achieve that. combination, even the 
cheerful computer model says they would need f. 
dollar interest rates and 3% annual growth i 
industrial countries for several years. The odds 


happening, never good, have lengthened as A 


interest rates have risen this year. 

Overborrowed countries in Latin Ameri 
protecting from the international interest rates. 
tugged up by the overborrowing United States. 
moment, the details of that protection (capitalis: 


interest, a bigger role for the International Monetar 
Fund?) matter less than the principle. If the 0 
summiteers do not show that they are treating 

threat constructively, they may soon have it f 

them regardless. And, read on, on their bank 


borrow funds without paying a premium. : 
Should it have been allowed to? The rescue was less. 
controversial than most. Continental oe is not. an 


insolvent bank; ie,itdoes 


is an illiquid bank seta 


had made fast enough. to satih Arii wh 
demanding their money back: Some at le 

banks who threw money at Continental Illinoi 
vulnerable if the panic had been allowed to sprea : 

None the less, lots of critics of today’ sbankers—notjust 
free-market fundamentalists and congressional popu 
lists—are. deeply unhappy that Continental Illinois w. 

“bailed out” . This Chicago bank had lent so reck! essl vs 


_ oildrillers in the energy boom and property si 


the real estate boom, that it had $2.3 


performing” (ie, profit-draining) loans ie 





America clearly has one law for big banks and another 
for small: the regulators who stood by Continental 
Illinois have, without turning a hair, already closed 28 
small banks so far this year. 
` These critics are absolutely right that the rescue is 
-unfair—but absolutely wrong to conclude that Conti- 
nental Illinois should therefore have been allowed to go 
under. Bank depositors in America are insured up to 
only $100,000. The authorities could not afford to stage 
a morality play. They knew that if the bigger-than- 
-$100,000 depositors at Continental Illinois were burnt, 
every corporate treasurer worth his key to the executive 
john would withdraw money from banks about which 
there was the slightest whiff of suspicion. And there is 
today a stench from many big American money-centre 
banks that have lent too much, too indiscriminately to 
third-world countries. 


Rescuing depositors, not the manager 

Rescuing the depositors need not mean rescuing the 
shareholders or the management. They ought to pay 
the price of their mistakes in order to keep bankers 
prudent. Continental’s shareholders have already taken 


a pounding as the price of the bank’s shares has fallen to 
under $10 from a peak of $423 three years ago; it will be 
best if Continental Illinois is now taken over and 
merged with a stronger organisation at around $9-10 2 
share. Most of the bank’s managers who brought 
Continental Illinois so low, including the chairman, 
have already paid for their mistakes with their jobs. 

In Congress, the Continental Illinois affair has 
strengthened opposition to a deregulation bill. Thisis the 
wrong response, for two reasons. First, Continenta 
Illinois’ problems stem from the old-fangled banking 
business of taking in deposits and lending them out, no 
from new-fangled securities trading or investment bank- 
ing activities that the pro-regulators worry most about. 

Second, the instability of the bank’s deposits was 
made worse by banking laws in the state of Illinois 
which date back to the days when cigar boxes were use 
for cheque sorting and which prohibit banks from 
having more than a single branch. In a deregula 
world, Continental would have collected more ret 
deposits through a branch network and have been less 
reliant on money market funds, which are much more 
skittish. More deregulation is what is needed, not less. 


Don't shrug them off 


The Afghan resisters deserve to be helped to survive 


In 1838, the British deposed the ruler of Afghanistan 
and replaced him with their own unpopular choice. The 
Afghans objected violently. In 1842, the isolated British 
garrison in Kabul started to retreat towards India. 
Afghan guerrillas attacked it as it went. Of the 16,500 
people who started on the journey, one man survived. 

` Today’s Afghan resistance is not going to achieve 
another 1842. The Afghan warriors who so impressed 
nineteenth-century Britain have failed to drive out the 
new invader. Four and a half years after the Russians 
moved into Afghanistan and put their own stooge into 
power in Kabul, the mujaheddin struggle on in an 
increasingly barren and depopulated countryside. They 
have given the Russians a worse time than anybody 
expected—and are still this week clinging to the out- 
skirts of the Panjshir valley—but nobody expects them 
to win a clear-cut victory, and the possibility is growing 
that they will in the end be crushed. 

The Russians’ big advantage, apart from the greater 
number of troops they are using (now up to 120,000, 
and maybe 150,000), is the superiority of their weap- 
ons. They are trying out some of their smartest new 
military tools. They have bombers to flatten the coun- 
tryside and destroy the peasant economy; they’ have 
helicopter gunships; they may be using gas. Against 
this, the resistance is armed mostly with Kalashnikovs 
and second-world-war—even some first-world-war— 
rifles. The best guerrillas in the world (which the 
Afghans are not) cannot fight so uneven a war for ever. 

A lot of people in the west are prepared to shrug their 


14 


shoulders, assuming that the Russians can be dislodgec 
neither by the mujaheddin nor by negotiations. The 
guerrillas have so far received little but kindly thought 
from the west: only some humanitarian aid from a fe 
brave groups and small supplies of weapons, mostl 
from China and, indirectly, from the United States. 


An investment in negotiation 

The other view is that it would be wrong to let Rus% 
win this war by default, both for the Afghans’ sake anc 
because of the wider consequences of a Russian victory 
There is still a chance that the Russians can be made te 
accept a negotiated settlement, under which the Afgha 
government would guarantee to respect the interests o 
the Soviet Union but the Russians would not insist 0 
that government being wholly communist (or on keep 
ing a Russian army of occupation in the country). Thi 
hope of creating a sort of Asian Finland is not brilliant 
but it does not exist at all unless something is done tc 
make it harder for Russia to continue the war. 

The west should provide the guerrillas with more ané 
better arms. -Their needs are not huge, because th 
weapons they can use best are those a man can carr“ | 
into the hills with a pack-load of ammunition. The 
want more hand-held anti-aircraft and anti-tank weap 


valley floors. The guerrillas do not even have enoug 
rifles, grenade-launchers and light machineguns. 
Of course, this would have to be squared wit 
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lled not only the major towns—as now—but also - 


ntryside and the area along the border with 
’akistan would be an even greater worry to them. 
_ More arms for the mujaheddin would mean a bigger 
ind longer war for the Russians. That would complicate 
the life of Russia’s military planners, for whom the war 


1y investment project which has been doing the 
or over a century without being accomplished 
e something wrong with it. The idea of a fixed 
across the English Channel has been about since 
oleon’s day. In the past 10 years, interest has 
ed and, in 1974, a project backed by British Rail 
ot as far as drilling 1,000 feet under the sea. 
rst chopped then restored this elaborate 
which would have cost taxpayers dear. Mrs 
s newly elected government called it off, but 
, less wisely, to insist that no Channel link 
: acceptable unless it could be financed entirely 
government cash or guarantee. 
iatcher’s new transport secretary, Mr Nicholas 
has now repeated those preconditions when 
on the long-awaited report by five British 
‘banks on the possibilities for privately 
I xed link (see page 83). The banks conclud- 
that enough private capital could be raised to finance 
building of a twin rail tunnel, wide enough for trains 
cars and lorries. The real rate of return would 
—quite respectable when compared with 
capital projects. But the scheme could be 
e bankers concluded, only if the govern- 
at least a limited and circumscribed 
tisk. Not good enough, said Mr 
tive promoters (the banks’ job was to 
omote), please try harder. 

good reasons for quarrelling with the 
but Mr Ridley’s were the wrong ones. 
Channel link is more like building a power 
‘motorway than a new superstore. If one is to 
, then a government financial guarantee will be 
illy essential. That need not mean public cash. But 
ht well mean—as one of the banks’ proposals 
willingness by the government to underwrite 

oan in the early years of the project. 


r this would be no ordinary commercial venture. A ` 


hannel tunnel or bridge would involve working 

he limits of technology a 
ns of water ever attempted. : 
—probably costing not far short of £7.5 billio 


cross one of the longest- 
‘would be very large 


y need in. central 
uld also make the So 


ENGLISH 
CHANNEL 


(after allowing for capitalised interest and inflation) ar 
maybe much more. There would be no income v 
the link was being built, and the investmen 

no value if the link had.to be abandone 

through. The repayment period would be 

highly vulnerable to the political whims of t 

ments with a patchy record of co-operation." 

It will be a long time before big capital projects ar 
paid for again entirely by taxpayers: in Britain the M2: 
and Sizewell B (if it is built) will mark the end of an 
But it is no solution simply to run down new invest 


-in infrastructure, as successive governments have lo 


What the five British and French banks are groping 
in their proposal is a new way of splitting up th 

large investments in utilities between the govern: 
and the capital markets. That sort of innovation shoul 
not be discouraged on purely doctrinaire grounds. _ 


Tomorrow, something better than a hole? 
A more sensible reason for holding fire on the project i 
one which Mr Ridley did not mention (although it ma! 
well be at the back of his mind). It is not clear that ther 
is great need for this link now, nor that it is the mos 
cost-effective way of improving the Channel crossing 
The network of ferries has coped adequately with th 
spectacular growth in traffic in the past decade 
perhaps, when Sealink is privatised, it will work 
better). The fastest growth in cross-Channel traffic is i 
day-trippers and coach passengers for whom the sea tri 
is part of the fun. es 
Having delayed. since Napoleon, there is anot 
reason for pausing a little longer. There are r 


appealing than a railway line. The English Channel— 
the world’s busiest shipping lane—is no- place f 
experimenting in advanced engineering. It would 
better to let others experiment, watch the cost of 
technology fall as time goes by and then try agai 





`‘ 


| Lubbers needs to lead 


The Dutch are in a mess over missiles, and their prime minister 


_ shouldn’t go on fudging 


After a lot of double-Dutch, a Dutch auction: that is the 
‘way the debate in Holland about cruise missiles seems 
_ to be going. The country’s allies voiced their concern 

_ about this during last week’s meeting of Nato defence 
ministers. Dutch officials then said that a decision 
would be reached by June 18th. This merely means that 
Mr Ruud Lubbers’s cabinet will aim to agree on 
something by that date. Whatever formula it chooses 
will then have to get through the Dutch parliament’s 
lower house, whose 150 seats are divided between no 
fewer than 12 parties. 

True, the Lubbers coalition commands a majority 
and consists of only two parties. Of these two, however, 
only the Liberals are committed to implementing the 

1979 Nato decision on the missiles. The prime minis- 
ter’s own Christian Democrats are divided on the issue; 
and the defence minister, Mr Jacob De Ruiter, is one of 
the dissidents. Enough of the Christian Democratic 

_ dissidents might break away to defeat the government 
and force an election—the third in three years. Such an 
election might well return the Labour party to office as 
leader of an anti-cruise coalition. 


Why is the dike leaking? 

: So Mr Lubbers has been turning every which way in 
- search of an escape route. He has mooted the idea of 
Holland accepting fewer missiles than the 48 assigned to 
it in 1979. Last weekend he came out in favour of what 
has been tagged the “crisis alternative” —meaning that 
a base would be prepared for the missiles, but they 
would be brought to Holland only when an east-west 
crisis loomed. What is the Dutch for “Heath Robin- 
son”? Then there has been talk of another alternative: 
the missiles would not be brought in until Russia had 
been given a chance to resume, without loss of face, the 


DNA’s OK 


Geneva nuclear arms talks that it broke off last year. In 
1979 the Dutch stipulated that their final decision on the 
missiles would be taken in the light of the progress 
made at those talks. 

But no amount of bidding downwards or verbal 
flummery seems likely to solve Mr Lubbers’s problem. 
The Liberals have flatly condemned the “crisis alterna- 
tive”. The Christian Democratic foreign minister, Mr 
Hans Van Den Broek, ruled it out last week because it 
was clearly unacceptable to Holland’s allies; but his 
party’s group in parliament seems unable to unite € 
any firmer formula. ee 

The defence minister felt it necessary to assure his 
Nato colleagues last week that Holland was “a good and 
loyal ally”. How and why has it come to look like 
anything else? In 1940 the Dutch learnt that, for a 
country like theirs, neutrality guarantees neither peace 
nor freedom. They were steadfast members of the 
Atlantic alliance in its first years; but now their church- 
backed “peace movement” is notably loose in its 
thinking, and few of their political leaders are willing to 
tell hard truths about where today’s real dangers lie. 
Does Calvinist guilt account for some of this? Or a post- 


- imperial sense of powerlessness? Both those things may 


have contributed to the trend—along with an unsatis- 
factory electoral system that fosters governmental insta- 
bility, and gives leaders of tiny political parties a vested 
interest in perpetuating it. 

Mr Lubbers has had the courage to talk like a Dutch 
uncle to his fellow Dutchmen about their economic 
problems. It is not too late for him to try to warn them, 
forcefully, that Dutch dithering over the missiles wi 
encourage Russia’s hopes of breaking western unity 
will impair the prospects for a negotiated curbing of 
nuclear weapons, and will thus work against peace. 


Gene-splicing could do the world a world of good. 
Don’t restrict it too much 


_ Americans have again indulged their habit of debating 
their most important social questions in law courts. 
Judge John Sirica, a federal judge who won fame in the 
Watergate scandals, has ordered some Californian 
biotechnology researchers not to go ahead with a gene- 
splicing experiment. His court order stops any Ameri- 
, can who receives federal research money from releasing 
genetically-engineered material into the air. The order 
. is a preliminary one, and may be overturned anyway 
when it is appealed (see page 92). But the too-timid 
16 


e 


attitude towards gene-splicing that the decision reflects 
is one that Americans, and others with toddling bio- 
technology industries, ought to reject. 

The reason is that the good biotechnology can do is 
greater, and the risk of harm from it smaller, than most 
people realise. The biotechnology industry is too young 
to have generated many products yet. That will change 
in the next few years when important drugs such as new 
interferons start pouring out of genetic-engineering 
companies. But the commercial value of biotechnology 
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For the man with exceptional goals, ; 
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anew dimension in banking services. 


aat makes Trade Develop- 
|Y ment Bank exceptional? To 
start with, there is our policy of 
oncentrating on things we do 
usually well. For example, trade 


and export financing, foreign 


nge and banknotes, money 
transactions and precious 


on 
rere 


Banking Corporation, with its 

88 offices in 39 countries, to bring 
ou a whole new dimension in 
anking services. 

While we move fast in serving 
our clients, we're distinctly tradi- 
tionalist in our basic policies. At 
the heart of our business is the 
maintenance of a strong and 
diversified deposit base. Our port- 
folio of assets is also well-diversi- 


- fied, and it is a point of principle 


with us to keep a conservative 
ratio of capital to deposits and a 


high degree of liquidity—sensibl 
strategies in these uncertain time 

Jf TDB sounds like the sort of - 
bank you. would entrust with your. 
business, get in touch with us- 


TDB banks. in Geneva, London, 


Paris, Luxembourg, Chiasso, Monte. 


Carlo, Nassau, Panama City, Zurich. 
TDB is a member of the American. 7 

Express ake whio has assets of 
USS 44.0 billion and sharebolders’ 
equity of USS 4.0 billion. 


_ Trade Development B ae 


Shown at left, the head office 


of Trade Development Bank, Geneva. 





is not speculative. Until Judge Sirica stopped them, the - 


Californian researchers were going to spray potato 
plants with bacteria that had been genetically altered to 
make the plants frost-resistant. If it works, the benefit 
will be substantial: the crops of American farmers alone 
suffer frost damage of $3 billion a year. 

If biotechnology products are to have any use on the 
farm, they have to be let out into the air so they can do 
their work. This is where the Californian scientists fell 
foul of the plaintiffs, who claim that the gene-spliced 
bacteria might turn into superbugs that could drive the 
_ unaltered kind out of existence. The plaintiffs also 
speculated that the engineered bugs might be swept up 
into the sky and then manage to prevent ice crystals 
from forming in clouds. The fears behind these claims 
are amateur and misconceived. ; 

The first. misconception is that the world’s genetic 
material is stable as long as man does not tamper with 

it. It is not. The genes of the zillion bacteria swimming 
“ in the air are changing all the time as sunlight, or 
chance, strikes them. Nature has been promiscuously 
splitting genes since life began, and almost certainly has 
already tried out any new combination that man might 
think of. There is no reason to believe that the ecology’s 
vast balancing mechanism will suddenly stop working 
when it is presented with genes that have been engi- 
neered by man instead of by chance. 

Second, genetic engineering is often just a more 
precise tool for doing what man has long been doing, 
uncontroversially, anyway. It would have been possi- 


Policemen’s licence 


To detain suspects without charge should not be 


as long as Mr Brittan’s bill proposes 


A hundred sessions in committees of the house of 
commons, and seven days’ debate in the full house, 
- have much improved the details of the Conservative 
government’s original proposals to codify the powers of 
Britain’s police forces. The first, deeply unsatisfactory, 
version of the Police and Criminal Evidence bill luckily 
fell foul of last year’s general election. The new draft 
presented by the present home secretary, Mr Leon 
Brittan, began better and emerged from the commons 
last week better still. 

But it is no use getting the details right if a central 
flaw remains. It does, and the lords will have to put it 
right, if they dare. The bill that now goes to their 
lordships’ house would allow the police to hold those 
suspected of serious crimes, without charge, and with- 
out access to their friends or their lawyers, for up to 36 
hours. This period of detention incommunicado could 
be extended for up to 96 hours, subject to reviews (but 
not to a full court hearing) before a magistrate. 

This is far too long, and gives much too much 
unsupervised authority to policemen. The law lords— 
no radicals they—have seen far too many policemen in 
the witness box to be happy about giving them such 
18 


ble, though much more clumsy, for the Californian 
scientists to produce their anti-frost bug by bombarding 
a few million bacteria with ultraviolet rays until the 
right genetic make-up turned up. Nobody would have 
batted an ‘eye about the release of those; they would 
have been called the fruits of normal scientific research. 
But gene-splitting is preferable: it produces bugs al- 
tered only in the specific way the gene-splicer wants. 


Unsmiling nature ` 

Of course there are risks in bio-engineering, and they 
are sure to grow as man becomes able to fiddle with the 
genes of more complicated organisms than bacteria. 
Nobody thinks biotechnology should be unregulated. 
But the regulation should be kept as flexible and 
informal as it can be. The danger, especially in Ameri- 
ca, is that it will instead be made legalistic and 
bureaucratised. The Reagan administration, which is 
now trying to tidy up the federal government’s ag 
proach to biotechnology regulation, seems to be taking 
about the ‘right tack in balancing the interests of 
regulation against researchers’ and companies’ needs 
for enough freedom to innovate. 

Those who ask for judges or new laws to shift the 
balance towards tighter regulation would be sensible to 
think again. Nature left alone is not safe and benign. 
Those inclined to believe that the real risks come fro 
man taking action ought to ask a farmer whose crops 
have been wasted by disease, or a sick person whose 
body has. 


ae 


Ye 


drastic power. They will probably urge their colleagu 
to cut down the time limits, and their advice should Dt 
taken. 

In Scotland the police may hold a suspect for up to si 
hours, then charge him or let him go. It is true that the 
Scottish system of ‘investigation by an independen 
prosecutor, the procurator fiscal, compels the police tc 
do their pre-arrest work more thoroughly. But Englanc 
and Wales too will shortly be getting an independen 
prosecution service—a great reform for which M 
Brittan deserves all credit. When it is installed the 
police themselves (to judge by Scottish experience) wi 
not want the new power of detention that the govern 
ment insists on offering them. 

All those hours of committee work failed to get thi 
into the heads of the home office ministers in th 
commons. If the lords do—as they should—now insert 
time-limit shorter than the government proposes, it wi 
be seen as a humiliation for Mr Brittan, who on th 
whole has been doing his job far better than some of hi 
own party-oriented speeches would lead one to believe 
The damage to his reputation will be needlessly self 
inflicted. 
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WHY THE OWNER 
OF A PATEK PHILIPPE HAS MORE 
THAN JUST MONEY’S WORTH. 


A Patek Philippe is the costliest watch to make. 
But for its owner, the real value goes beyond the 
question of money. 

The Nautilus model illustrated here requires, 
on average, nine months to manufacture. It is 
therefore not surprising that this outstanding 

ce to the Patek Philippe range is limited to 
a few hundred pieces only, each year. 

Patient hands of master-watchmakers finish 
each part of the movement 
to near perfection. Every 
wheel, pinion, pivot and 
minute screw is individually 
crafted to a hundredth of a 
millimetre. In the men’s 
Nautilus a solid 18 ct. gold 
rotor ensures maximum winding efficiency. 

In the ladies’ Nautilus, slimness and practica- 
bility are ensured by a quartz movement. De- 
signed and crafted in Patek Philippe’s own 
ateliers, this electronic marvel matches the qual- 
ity criteria as stipulated for our mechanical time- 
yieces. 

The unique case of Nautilus has been pat- 
ented by Patek Philippe, and is based on the 
principle of a porthole. Fashioned from a 
solid block of gold, or special nickel- 
chrome-molybdenum steel, the two-piece 
case incorporates a water-resistant sealing 
system which completely protects the 
men’s Nautilus to a depth of 120 m. 
(396 ft) and the ladies’ models to 
a depth of 60 m (198 ft). Note, also, 
the purity of the sapphire crystal, 
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Write for catalogue to: Patek Philippe S.A., 
4], rue du Rhône, CH-1211 Genève 3. 










second only in hardness to a diamond. Its exclu- 
sive shape virtually defies imitation. 

When you wear a Nautilus, enjoy not only the 
feel, but the knowledge you 
will never see less costly 
copies on other wrists. Each 
link of the Nautilus bracelet 
_ is hand-crafted; polished or 
satin-finished, and then in- 
dividually assembled. This 
sort of dedication to quality and exclusiveness 
cannot be duplicated at lower cost. 

In reality, it is only by 
being hand-finished that a 
timepiece can be turned in- 
to a masterpiece. It is a craft 
perfected only after long 
experience. Experience that 
cannot be taught, or bought, 
but an heritage passed down from one genera- 
tion of watchmakers to the next. 

If you are aiming for perfection you need pa- 
tience. Perseverance also — and perhaps a streak 
of stubbornness — are often needed to achieve the 
best things in life. 

Queen Victoria, Charles Lindbergh, 

Richard Wagner, Franklin D. Roosevelt... 
and many other famous people have worn 
a Patek Philippe. Many more are wearing 

one right now. 
All of them for more than just 
money’s worth. 
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“THERE WAS A 
REFRESHING FLOW OF LIQUIDITY 
BETWEEN SECTORS’ 





We think we have the best-stocked bar in the sky and, of course, 

it never closes. But perhaps the most refreshing part of your flight 
could be the way our gentle hostesses SINGAPORE AIRLINES 
care for you as only they know how. BUSINESS CLASS 





experimental crops in Abu 
Dhabi. Two real business op- 
portunities. And two locations 
served by the international 
network of Banque Indosuez, 
now covering 65 countries. 

Banque Indosuez owes 
its efficiency to a network 
which includes the major coun- 
tries of Western Europe, the 
Middle East, as well as North 
America and 18 countries 
throughout Asia - Australasia, 
with roots going back in 
some cases to the last century. 

Nantes, Abu Dhabi, New 
York, Tokyo, Sydney, Panama, 
Singapore, London, Peking... 
its in-depth experience 
makes it possible for Banque 
Indosuez to help its clients 
take advantage of opportu- 
nities throughout the world, 
no matter how unusual or 
unexpected. 

A French international 
bank with human dimension, 
areliable partner aiding busi- 
ness to expand, providing 
trade and export financing: 
Banque Indosuez opens 
up a whole world of oppor- 
tunities. 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES 


BANQUE INDOSUEZ 


Head office : 96. boulevard Haussmann - 75008 Paris. 
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A shot heard round the world 


Leaving it to the Saudis, with 
Awacs and a prayer 


It was a nail-biting week for both the 
world’s oil consumers and the Arab coun- 
tries of the Gulf that produce so much of 
the stuff. By Thursday, there had devel- 
oped an unspoken six-day truce in the 
attacks against shipping in the Gulf: no 
ship had been hit since the Panamanian 
Fidelity was sunk by Iraqi aircraft near 
Kharg Island on May 18th. But both Iran 
and Iraq have threatened to carry on the 
campaign, and the sudden calm may 
mean little more than that the tankers 
ave scuttled southwards. 

In a press conference on May 22nd, 
President Reagan offered American help 
to protect Gulf shipping from Iranian 
attacks, provided that this help was for- 
mally requested and that bases were pro- 
vided for American aircraft. The six 
members of the Gulf Co-operation Coun- 
cil say they are ready to use force to keep 
Iran’s air force at bay, but do not want 
American combat forces on their soil, at 
least unless things get a lot worse. They 
are mapping out new shipping lanes, 
closer to the Gulf’s Arab coast, and may 
declare an exclusion zone within which 
they will attack any Iranian or suspected- 
to-be-Iranian aircraft. 

Saudi Arabia, with help from Kuwait 
and Oman, ought to be capable of doing 
this without American combat aircraft. 
The key to the operation is the four 
American Awacs early-warning aircraft 
that have been operating from Saudi 
bases for some time. With four Awacs 
now in use, one can be kept aloft at all 
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times. Their huge radars can peer 150 
miles or so into Iranian air space to detect 
potential attackers as they start their 
take-off rolls on the runways.‘ With this 
sort of warning, Saudi Arabia’s F-15 
Eagle fighters should be able to intercept 
Iranian aircraft trying to attack ships on 
the Saudi side of the Gulf. 

Iran’s Phantoms are no match for the 
F-15s, probably the best fighters in the 
world. The only complication is time. 
Phantoms coming from Bandar Abbas 
could be nearing their target in about 15 
minutes. If Iran does launch a new series 
of attacks on ships near Saudi Arabia and 
Kuwait, the Saudi air force will have to be 
up in the air in a jiffy, and meet the 
attackers with professional precision. 

If the Saudis fail, the west could in 
theory come to their help without access 
to bases on land. The United States has 
an aircraft-carrier battle group outside 
the Gulf, not far away. France has a 
dozen or so warships in the area. Britain 
has two destroyers in the Gulf plus anoth- 
er off east Africa. Tanker convoys could 
be escorted into the Gulf and out again. 
But such convoys would have little pro- 
tection from the air, assuming a Saudi 
failure, except for the warships’ anti- 
aircraft weapons. 

From outside the Gulf, the American 
aircraft carrier could get its F-14 Tomcat 
interceptors over the central Gulf only 
with great difficulty—by refuelling them 
in the air, perhaps several times each. 
(No American admiral would willingly 


take a carrier into the confined waters of 

the Gulf itself.) Kept on maximum alert, 

and scrambled as soon as the. Iranian 

Phantoms were detected, the Tomcats 

might be able to hit a fey of them with - 
their 150-mile Phoenix missiles. But it is 

all a bit chancy. 

The three western countries are there- 
fore unlikely to offer protection to Gulf 
shipping without access to some air bases 
on land. There are plenty of these (see 
map on next page). If the Saudis asked 
for western help, the simplest way to 
provide it would be to send a couple of 
squadrons of American F-15s to Saudi 
Arabia to reinforce the 60-odd F-15s 
belonging to the Saudi air force. 

The Saudi bases are huge, and Ameri- 
can support equipment is already ‘in 
place. The extra F-15s could arrive in a 
couple of days. If French or British air- 
craft were thought necessary as political 
camouflage for an American presence, it 
would be harder to get support equip- 
ment in place for them. But Saudi Arabia, 
still operates a squadron of British Light- 
ning interceptors, and a few RAF Light- ` 
nings could use the existing support sys- 
tem run by British Aerospace. 

Protecting Gulf shipping is the immedi- 
ate problem. In the longer run, the west 
also has to worry about how the Iraq-Iran 
war is going on the ground. For the 
moment Iraq is holding on, improving its 
defences and renewing its armoury, cour- 
tesy of Gulf Arab money and both west- 
ern and Russian supplies of weapons and 
ammunition. Although the conventional 
wisdom is that Iraq will in the end be 
overwhelmed by Iranian manpower, con- 
ventional wisdom has not been very wise 
about this war. 

If Iraq did look like being beaten, the 
west might have to choose between inter- 
vention and the danger of seeing ayatol- 
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airera 
t of the ground bdttle? No 
oubt a fev squadrons of American A-10 
rbolts or British and French Jag- 
could inflict heavy casualties on any 
rge concentration of Iranian troops. But 
power has often been oversold as a 
eans of stopping a determined army. 
One thing is clear: if the west felt it had to 
intervene, the time to do it would be 
while the Iraqi army was still intact and 
fighting, not after its lines had been 
ken. No wonder everybody is trusting 
„such calculations. are still 



























FROM OUR INDIA CORRESPONDENT 


i srderous violence in India takes two 


xplosion i | two days than in Punjab over 
two months. By May 24th, some 
people had been. found dead. The 
y, which has not yet been called out in 
jab; had to intervene in Maharashtra 
en the. police. were unable to handle 
rival mobs of Hindus and Moslems. - 









“the birthday of an ancient Maratha king: 


~ dus in this Moslem-majority town we re 


allowed to mount a procession to mark 


This led to an improvised war of flags: 
Hindus draped the town with flags of 


saffron (a Hindu colour), Moslems retali- 
ated with green (a Moslem colour). The- 
battle of the flags ended in a full-scale 


riot. 

Bombay, which is mostly Hindu, was 
already tense, as a result of an- anti- 
Moslem speech by the head of the Shiv 
Sena, a local Hindu party. Moslemis re- 
sponded by parading the portrait of a Shiv 


_ Sena leader adorned with a garland of 


dirty:slippers, a traditional Indian insult. 


‘The Shiv Sena then set about paralysing 


Bombay with strong-arm methods. This, 
combined with the news from Bhiwandi, 
was enough to set Bombay ablaze. 

A government analysis of Hindu-Mos- 
lem tensions points to Moslem aggres- 
siveness, which it blames on orthodox 
local leaders and an inflow of funds from 
fundamentalist groups in the Middle 
East. Hundreds of Hindu-Moslem clashes 
take place every year, leaving hundreds 
dead, but they rarely reach the dimen- 
sions of Bhiwandi. 

In 1983, for instance, there were 404 
communal conflicts. There are also. thou- 
sands of battles between upper-caste Hin- 
dus.and Untouchables every year, often 
accompanied by the razing of sections of 
villages. These fights are partly due to a 
new assertiveness among the Untouch- 
ables in pursuit of their long-ignored legal 
rights. 

Jungle tribesmen are also up in arms 
against exploitation by plainsmen, They 
were responsible for a massacre of some 
3,000 people in Assam last year. Maoist 
revolutionary groups carry on a grim war 
with the police in parts of Andhra Pra- 
desh and Bihar states, while other insur- 
rectionary groups seeking independence 
are active in the north-east. Increasing 
urbanisation and social strains have led to 
a rising crime rate in cities. 

Political violence has become so stan- 
dard that it hardly causes shock any more. 
Two people were killed and dozens in- 
jured in by-elections on May 22nd in 
which Mrs Gandhi's party was humiliated 
by losing more than half the seats it 
contested. Marxist and Congress party 
workers have been killing one another in 
West Bengal, and Hindu revivalist squads 
have engaged in murderous battles with 
the Marxists in Kerala. 

The last two decades have witnessed a 


mafi ia leaders have been pmen sup 


lem by giving | bail to.criminals who then » 


growin nexus between politicians and. 
Tt started with the use of :mus- 

»  clemen to capture polling booths. It then — 
“y spread to political finance (smugglers and 

























and more and mor C € 
people of their legitimate 
intelligence has ceased to be | 
as it once was, since criminals 
munal fanatics are now lionised as friends ae 
of politicians instead of being locked up. 
The courts have compounded the prob- 
















terrorise witnesses into silence. Legal — 
delays run into decades. It is no wonder 
that people have started settling scoresin 
private through the use of muscle and .. 
money. Violence is the natural result of ae 
state in moral decay. 
It is hardly. surprising that bloodshe 
has escalated in Punjab, where religio 
and politics have combined into a deadly... 
potion. Although the troubles bot a 
Punjab and in Bombay owe a lot to 
legitimation of violence, they are very 
different. Communal riots are a form of 
mass lunacy, when the man in the street 
becomes a bloodthirsty killer. But Mr- 
Hyde soon reverts to Dr Jekyll and the ~ 
killing stops. In Punjab the murders are — 
premeditated by a small band of deter- ~; 
mined extremists. It is impossible to de 
tect and apprehend all those who sudden- 
ly go’ beserk in a communal. riot b 
extremist assassins are clearly ider 
and could be arrested, if only the go 
ment had the courage. ae 
Mrs Gandhi visited Bhiwandi after th 
riots, confident that her presence wou 
soothe tempers. She has not. visited: 
jab, since shé knows even she cannot cool 
the ardour of Sant Bhindranwale’ s RON 
blooded Sikh gunmen. 
























































Philippines 


The most surprised 
man in the world 


FROM OUR MANILA CORRESPONDENT 





Everybody won in the Philippines general . 
election on May 14th, except the commu- 
nist insurgents. The autocratic regime of | 
President Ferdinand Marcos won at least ` 
100 of the 183 elective seats (plus presum- 
ably the 17 seats to be appointed by the 
president). It also won respect abroad for 
inviting the sel s verdict. The divided 










One of Finiand’s most 
successful profit makers 
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In 1983, European Asian Bank continued to improve its competitive 
position by expanding operations in key Asian business centres. 
New branches were opened in Lahore, Macau and Pusan, and joint 
ventures were established in Australia (merchant banking) and 
Indonesia (leasing). 

The significant increase in our business volume was aided by the 
recovery in most of the export-oriented Asia-Pacific economies. 
As in previous years, the main thrust of the Bank’s growth lay in 
short- and medium-term lending to customers, principally for 
trade-financing purposes. 

To strengthen the Bank's capacity for future expansion, two capital 
increases were implemented raising shareholders’ funds by a total 
of DM 110 million. 


European 
bank - 
for business 


- in Asia 


Macau's new skyline 
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in DM millions 1983 1982 
Business volume 10,697 7,883 
Total assets 

Total deposits 

Capital and reserves 


Net interest and commission income 
Taxes 
Net profit for the year 


Hamburg - Bangkok - Bombay - Colombo - Hongkong 
Jakarta - Karachi - Kuala Lumpur - Lahore - Macau - Manila 


Pusan - Seoul - Singapore - Sydney - Taipei - Tokyo- 





parliamentary seats for the first time in a 
dozen years. The United States, with two 
of its largest overseas bases in the Philip- 
pines and some $2 billion of investments 
at stake, is elated that democracy seems 
to be gaining the upper hand. Grateful for 
not-so-small mercies, it is probably will- 
ing to shrug off widespread fraud at the 
polls, murders of candidates and local 
officials, and suspiciously delayed report- 
ing of the election results. 

Three cabinet ministers failed to get 
elected and resigned their jobs: Mr Ar- 
turo Tanco, minister of agriculture, Mr 
Ricardo Puno, minister of justice, and Mr 
Teodoro Pena, minister for natural re- 
sources. A fourth, Mr Leonardo Perez, 
minister of political affairs, is also likely 
to lose. The solicitor-general has resigned 
or failing to deliver the votes of his 

ovince, where he was the campaign 
manager of the government party. The 
prime minister, Mr Cesar Virata, won a 
landslide victory. 

In Manila, where proclamations have 
been inexcusably delayed, the govern- 
ment was at midweek losing 15 seats to 
six—a resounding rebuff for the first 
lady, Mrs Imelda Marcos, the city’s gov- 
ernor, once tipped as a possible presi- 
dent. Her future is now uncertain. Last 
year she said she was going to retire from 
politics but has so far shown no sign of 
doing so. 

Her husband admitted privately that he 
was “‘staggered and amazed” by the elec- 
tion results. Before the election Mr Mar- 
cos had told reporters: “If the opposition 
wins 30 seats I will be the most surprised 
man in the world.” Clearly he underesti- 
mated the extent of what he has called an 
“undercurrent of unrest” which swept the 

country after the assassination of his arch- 


Laurel wants a re-run 
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rival, Benigno Aquino, last August. The 
murder, which is the subject of a closely 
followed public inquiry, is thought by 
many Filipinos to have. been planned by 
the Marcos entourage. 

The president has called for a special 
session of the old assembly on May 28th, 
although there appears to be no provision 
for this in the constitution. There are 
fears that he may try to ram through a 
number of laws, including one which 
would add 18 more appointive seats to 
parliament. He may also use the occasion 
to announce the names of the appointed 
members, which could include Imelda. 
Mr Marcos still retains the right to rule by 
decree—a prerogative he has used fre- 
quently in the past. But after this election 
he is unlikely to use it so often—or to find 
that people will accept it so calmly. 


In the red 


China’s economic reforms are making 
most Chinese richer but landing the state 
in debt. Reports to the National People’s 
Congress last week revealed that last 
year’s budget deficit, at 4.35 billion yuan 
($2 billion), was 45% bigger than expect- 
ed. The finance minister told the con- 
gress that 15% of state enterprises are 
losing money. 

Both industry and agriculture grew 
twice as fast as planners had projected: 
the value of industrial output increased 
by 10.5% and of agricultural output by 
9.5% in 1983. The grain harvest last year 
also reached an all-time high of 387m 
tonnes. But this meant that the state was 
committed to spending more than ever 
before on buying surplus grain at surplus 
prices: as much as 70% of the grain 
seems to have been above the state 
quota and thus more expensive. 

One result of the higher farm prices 
has been a 15% increase in rural in- 
comes, to 310 yuan ($140) a head. This 
15% rise was transferred directly to 
consumers in the form of a 15% increase 
in the price of food. But the incomes of 
urban workers did not keep up: they 
increased last year by only 6%, to an 
average of 526 yuan ($240). 


Japan 


Where's the whip? 


FROM OUR TOKYO CORRESPONDENT 


Japan’s well-travelled prime minister, Mr 
Yasuhiro Nakasone, is a dab hand with 
foreigners, but less good at managing 
Japan’s parliament. He has had such 
trouble passing a batch of important bills 
that this week he had to beg an extension 
of 71 days to the 150-day parliamentary 
session, which would otherwise have end- 


. Nakasone begs for time 


ed on May 23rd. As a result some party 
colleagues are making rude noises about 
Mr Nakasone’s future as prjme minister. 

The Liberal Democrats can force bills 
through parliament’s 511-seat lower 
house, thanks to their 10-seat majority in 
coalition with the eight members of the 
New Liberal Club. The two parties con- 
trol all the parliamentary committees. 
But the opposition can, and does, use 
delaying tactics and parliamentary boy- 
cotts to extract concessions. 

The most threatened bill is one setting 
out to reform Japan’s health insurance 
system. Most workers have all their medi- 
cal costs covered by insurance, which is 
jointly financed by their employers and 
the state. Now the government wants to 
make patients pay an initial examination 
fee, plus 10% of their medical costs, in 
the hope of saving around $1.8 billion a 
year. The opposition hates anything that 
trims the welfare state and is boycotting 
committee work on the bill. 

The Liberal Democrats could bulldoze 
the measure through, but to do so could 
expose their own divisions. The health 
bill is opposed by one of Japan’s strongest 
lobbies, the Japanese Medical Associa- 
tion, which is the biggest single source of 
the ruling party’s funds. Doctors dislike 
the bill because their incomes will drop if 
people make fewer visits. To avoid a split 
on the issue and to appease the opposi- 
tion, the government is likely to delete a 
clause which would require patients to 
pay 20% of medical costs after 1986. 

Although parliamentary boycotts are 
fairly common in Japan, it is rare for the 
government to force bills through be- 
cause this looks embarrassingly undemo- 
cratic and arouses fierce criticism in the 
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"Nakasone! s re-election as 
November may depend on 

f parliament. The biggest 

run by a notorious ex-prime min- 
abnei Tanaka, has promised to 


| more dangerous. The armed con- 
m between President Hafez As- 


at aes where noniea 
ave built a cantonment west of 


te st year in time to try to kick 
bitious brother upstairs. Rifaat was 
me of Syria's. three new vice- 
ies and was krint of his 


Who's t 
countries are likely to be represented at 
Los Angeles in July, with 40, including 
Russia and its fellow non- -travellers, stay- 
ing home. In 1980 the Moscow Olympics 
were attended by 81 countries and boy- 
cottéd by 54, most of which objected to 
Russia’s invasion of Afghanistan. A 
points victory for the free sporting 
world? Hard to say: some poor countries 
stay away because they can hardly afford 
running shoes. 

Apart from Russia, the countries that 
so far have publicly, and noisily, with- 
drawn from the games, complaining that 
“their athletes would not be safe there, 
are Bulgaria, Czechoslovakia, East Ger- 
many, Hungary, Poland, Mongolia, 
Vietnam, Laos, Cuba and, oh yes, Af- 
ghanistan. Rumania, the licensed non- 
conformist of the Soviet block, is proba- 


within Syria, President Assad has boldly 
clamped down on the Iranian revolution- 
ary guards in the Syrian-dominated part 
of Lebanon. Because of Syria's alliance 
with Iran, Mr Assad had allowed the 
guards to set up a base at Baalbek, in 
Lebanon’s Shia-populated Bekaa valley, 
during the Israeli invasion of Lebanon 
two years ago. The Iranians, supported 
by a group of passionate Lebanese. Shias, 
turned Baalbek into a mini Islamic 
republic. 

Now, perhaps because a new Lebanese 
cabinet acceptable to Syria has been cob- 
bled together, President Assad has lost 
patience with the zealots’ state-within-a- 
state. The posters of Ayatollah Khomeini 
and Iranian flags have been replaced with 
mug-shots of Assad the elder and the 
Lebanese colours. Some of the Shia fa- 
natics, both. Lebanese and Iranian, have 
been disarmed, beaten up and 
imprisoned. 

President Assad may simply be show- 
ing that he means to reassert Syrian 


control at Baalbek. Or it may be that. - 


Saudi Arabia has begun to press Syria to 
distance itself from Iran. After a message 
from the Saudi king, Mr Assad sent two 
envoys to Teheran this week to appeal for 
a cooling off in the Gulf. ~ 


Israel 


Partners to part? 


FROM OUR ISRAEL CORRESPONDENT 


č Olympics? “about 100 


¥ £0 
Angola, Sout! 
Nicaragua, all “of which are 
standing with Russia, have n 
clared their intentions. They can con 
ue running on the spot until June | 
the deadline for decisions. = ; 
Athletes in the stay-away nations 
probably still have a chance to show 
at mini-olympics which are likely 
held in Poland and/or Bulgaria, but 
at the same time as the proper Olympi 
to do so would violate the Olympic 
charter, and Russia could be expelled, =; 
This will be the 23rd Olympiad (new. Į 
series), Traditionally, the Olympics have. 
brought out the worst between nations. `] 
The 28th (old series) was declared: not to 4 
have happened after a uate involving: 
Sparta. 


for 18 years has run in tandem 
Liberals, led today by Mr Yitzhak Moda 
A fortnight ago relations between th 
parties were as warm as ever; the 
even talk of a formal merger to turn: 
old liaison into full-blooded marriage 
The Liberals’ leaders sat down: 

ut’s on May 20th to draw up ‘an 
ment. But three hours later it was 

A clear break was avoided thre 
later, but the parties might stil 
running against each other. 

The Liberals, a free+market | 
touch closer to the political cen 
Herut, are divided. Under the le 
of the late Simha Erlich, who w. 
of Mr Begin, then the leat 
the two parties were close 
Modai took over, he want 
job from Mr Begin. He did 
claim to the point of rebellion then 
now he feels he deserves equal status 


hold the balance if they stand 
middle or perhaps form an alii: 
Mr Ezer Weizman’s new centri 
(Together) party. 

On their own, the Liberal 
unlikely to win more than five 
120-member Knesset 





_Numeiri tries it on 


Sudan 
A thousand cuts 


Two men had their right hands and left 
~ feet cut off in Khartoum on May 21st as a 
punishment for stealing electric cables. 
On May 11th, two other convicted thieves 
had their right hands amputated. At least 
four others have suffered the same cham- 
ber-of-horrors fate this year as part of 
President Numeiri’s attempt to impose 
fundamentalist Islam on his only partly 
Moslem country. The government says 
that only Moslems face Islamic penalties, 
but its critics deny this. More than a 
thousand Sudanese have been arrested on 
prostitution, alcohol or hoarding charges. 
At least 45 have been whipped. 

The president, who has been in power 
for 15 years and has survived numerous 
coup attempts, may at last be losing his 
grip. In the past his political trademark 
has been his ability to balance Sudan’s 
Moslem (mostly Arab) north against its 
animist and Christian (mostly black) 
south, all the while giving southerners 
enough autonomy to keep them from 
resuming their civil war. 

His southern policy,started to go wrong 
a year ago when he divided the south into 
three administrative areas in an attempt 
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to weaken its political power, while argu- 
ing that really he was rescuing it from the 
dominance of one large tribe, the Dinka. 
Although the south’s regional assembly 
had been grossly inefficient, many south- 
erners resented what they saw as a trans- 
parent effort to divide and rule. Six 
months ago anger turned into guerrilla 
attacks on the French-run Jonglei canal 
project and the American-run Chevron 
oil company. Both companies have since 
stopped their Sudanese operations. 

The guerrillas resent what they see as 
the northern usurpation of the south’s 
water and oil resources and political 
rights. The Islamic law imposed last Sep- 
tember offends southerners greatly. Mr 
Numeiri has yet to explain his Islamic 
crusade other than to suggest that Sudan 
needs defending against “smugglers”, 
“corrupters”’ and ‘‘materialists”. He pro- 
claimed a state of emergency on April 
29th and sacked six ministers a few days 
later. 

Sudan is bankrupt and neither rhetoric 
nor cutting off people’s hands is going to 
make it solvent. Mr Numeiri’s political 
angels, America and Egypt, are appalled 
by his ineptitude and the chances are that 
they would not mind if a nice, level- 
headed, pro-western colonel took over. It 
is possible that the Saudis, who provide 
Sudan with a lot of cash, approve of the 
president’s Islamic show but do not like 
the notices. It is also possible that Mr 
Numeiri wants to buy off the fundamen- 
talist Moslem Brotherhood by acting the 
good Moslem. The president has under- 
gone a holy conversion. Whatever the 
explanation, Sudan’s colonels, captains 
and lieutenants must be cocking an 
eyebrow. 


Somalia 


Homecoming 


FROM A CORRESPONDENT IN SOMALIA 


Nearly 200 guerrillas of the Somali Salva- 
tion Democratic Front (SSDF), one of 
two Ethiopian-based opposition move- 
ments, have returned to Somalia in the 
past 10 days. Reason: disagreement over 
who should be the front’s leader. The 
returning guerrillas brought with them 
five tanks, three field guns and assorted 
other weapons supplied by Libya. No 
more than a quarter of the 1,500 SSDF 
guerrillas once in Ethiopia are thought to 
be still there today. 

The disintegration of the guerrilla 
movement began in January, when doz- 
ens of its members, including unit com- 
manders, accepted an offer of amnesty 
from President Siad Barre and returned 
to Somalia. They had tried and failed to 


_ oust Colonel Abdullahi Yusuf, the man 
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backed as leader by Libya and Ethiopia. 
Colonel Yusuf is accused of being even 
more autocratic and imperious than Pres- 
ident Barre, whose job the rebels want. 
Supporters and opponents of the colonel 
have taken to shooting at each other, 
instead of at the government. The bust-up 
leaves Mr Barre facing’ only one rebel 
opponent, the Somali National Move- 
ment (SNM), which is also backed by 
Ethiopia and Libya. Some of Colonel 
Yusuf’s men are likely to join it. With the 
fading of the guerrilla threat, Somalia’s 
main ally, the United States, may feel less 
compelled to provide it with arms. Somali 
generals want 300 American tanks and 
squadrons of fighter jets to keep their 
Soviet-supported Ethiopian neighbour at 
bay. So far they have received only ar- 
moured personnel carriers and light 
weapons from the Americans, and 10- 
elderly Hawker Hunter attack aircraft 
from the United Arab Emirates; hardly 
enough to challenge Ethiopia’s Russian- 
supplied Mig-23s. 
But Mr Barre remains optimistic. De- 
spite reports that he wants to reopen 
diplomatic relations with Moscow—per- 
haps to needle the Ameritans into giving 
him more goodies—there is nothing to 
suggest that he wants back the Russian 
advisers he expelled seven years ago. 


Nigeria 
Blind injustice 


FROM OUR WEST AFRICA CORRESPONDENT 


About 500 politicians have been sitting in 
Nigerian jails since President Shagari’s 
civilian government was thrown out in a 
New Year’s Eve coup by Major-General 
Buhari. Now the first of those former 
rulers are appearing before a military 
tribunal in Lagos on corruption charges. 
Everything about the trials is secret, in- 
cluding the names of the accused. 

The identity of the first three defen- 
dants, however, has leaked out as a result 
of their writs challenging the competence 
of the military courts: they are the former 
governors of Oyo, Ondo and Ogun states, 
who are accused of taking £2.6m in kick- 
backs from a French construction compa- 
ny, for the use of their Unity party of 
Nigeria. This week a Lagos high court 
decided to accept the governors’ writs. 
The government immediately invalidated 
the court’s decision by passing a new 
decree making the laws governing mili- 
tary tribunals prevail over all other laws. 

Among the politicians awaiting their 
turn before the tribunals are ex-President 
Shagari and his vice-president, Alex Ek- 
wueme. Most of the arrested men belong 
to the Nigerian People’s party. The fact 
that the ruling military junta is dominated 





fficers and a ‘oonvotiity civilian 
ill soon open their doors in 


ppealed to the government to 
rec uttonnding the trials; 


e . secrecy of the trials has 
It makes it highly unlikely 


scr pend the Aswan dam 20 
ag he called its 500-kilometre- 
long reservoir “the largest lake ever 
yy humankind” and Egypt's “‘ev- 
g source of prosperity”. ‘Today, 
Hericans replace the dam’s Russian 
turbines, these words ring as hollow as a 
210-foot high dam-side monument to 
Soviet-Egyptian friendship. The. reser- 
voir is no longer called Lake Nasser and 
the dam continues to breed. ecological 
‘horrors. Still, this year the great watery 
phant looks like justifying itself 
eping Egypt irrigated when 

ighbours are drying up. 
‘Drought in the Ethiopian highlands 
nd the lake regions of Uganda and 
A a is expected to bring the Nile 
lown to the lowest levels for 70 
irgency in southern Sudan has 
ork. to a halt on the Jonglei 
ich Egypt.and Sudan had been 
ting on to provide irrigation from 
é Nile. But thanks to the Aswan 
yptians arè more worried about 

g than drought. 

e of drainage projects financed 
years by the World Bank, the under- 
water table of the Nile valley and 


putona failure to install a good 
“network in the 1960s. And the 


y n more about the basic princi- 
i dam, of shifting from 


loubl 


to perennial irrigation: / 


“now in power. Since the army 


Nigeria for 14 out of the past 18 years, a 
number of today’s ministers, including 
one-time oil minister Major-General Bu- 


: hari, are enjoying office a second time. 


Kampuchea 
Hymns of hate 


George Orwell got the date right after ail, 
at least in one respect and in one country. 
Indeed, 1984 has seen his frightful vision 
of an orchestrated “ten-minute hate” sur- 
passed. A whole “Day of Hate” was 
proclaimed on May 20th in Kampuchea— 
by the government that was installed 
there five years ago by invading Vietnam- 


the lake’s enormous weight (its capacity 
is 164 billion cubic metres) may have set 
off two small earthquakes. 

Seismic geologists cite 66 earthquakes 
in various parts of the world triggered by 
man-made reservoirs behind dams. The 
Aswan High Dam is more earthquake- 
proof than the usual cliff-shaped con- 
crete dam; “Nasser’s pyramid” is nearly 
a kilometre thick at the base and resem- 
bles a low, flat man-made mountain of 
clay capped by rock and impacted sand. 
A Californian team is studying local rock 
formations and will present its report on 
earthquake dangers next year. 

Egypt is trying to stop the lake getting 
contaminated with schistosomiasis but 


ca 


the snails that combine with. man to 
provide the life-cycle for the disease- 
bearing parasites are scattered along an 
8,000-kilometre shoreline. The worms 
produce liver and kidney malfunctions 
that have been a main cause of death 
among peasants and fishermen along the - 
Nile since antiquity. 

‘When Lake Nasser filled wot the 


regime that seized epi 
in 1975. But the rallies were. 


according < to the offic 

ments—to permit a venting of 

against all “enemies of the nation 

cluding the “American imperialist 5’ 

the “Chinese expansionists”. 3 
The Ministry of Truth in Orwell's i 

“1984” could hardly have done a better 


against external targets by organising 
days of hate cannot be very confident 
they bear it any love. 


population of a few thidusand fisherman 
and some Nubian farmers, nobody 
by the lake. 

A primitive fleet of about 2 000 w 
en fishing boats with oars or small mi 
tors produces a yearly catch of 25,000 
tons, about a fifth of Egypt’s total. The 
fishermen are mainly seasonal migran 
from downstream Nile valley villages, 
who fish for six months, accumu 
$500-600 each and go home to till the 
land. Most sleep in their boats or in hu 
on small islands to avoid scorpions, po 
sonous vipers and jackals, plus a 
crocodiles. An international relief 
ganisation, Care, is building a string of 
Nubian-style fishermen’s shelters aroun 
the lake to attract more. permanent 
settlers. 

The only fish in the lake are 
which: swim close to shore. Japan 
experts.conclude that even the wat 
80%: empty. They want to stock it with 
silver carp. Another possibility would be 
restocking with bolti, the commone 
present inhabitants. Trouble is that: 
bolti. are: caught in a net or scared, t 
mother fish panics and swallows al 
young. : 

The Americans are talking about è 
tending a desert road that now 
about half the distance along the lake’s =. 
western shore from Aswan to-Abu Si 
bel, where Unesco has preserv 
temples of Rameses H and) 

Foreign tourists, some 100,000 
now fly over the lake, in rel 
Aswan, to ‘spend. a few hours 








The prosperity of the whole world depends, 
to a great extent, on the investment decisions 
made by vigorous and enterprising companies like 
ours. 

When we invest in another country we 
provide money, jobs.and skills, and we create new. 
resources that are vital for the development of that 
country. 

But investment will flow to where it is most 
needed and does most good only if the conditions 
are right. And I have to say that in many parts of 
the world the conditions are not yet right. 

For example, some countries have foreign 
investment review bodies which create so many 
obstacles that it is easier to go elsewhere. 

Others have developed administrative barriers, 
difficult to pin down, but time-consuming and 
frustrating. I have in mind the practices of some of 


our friends in Europe. If we are to realise the potential- 


of acommon market of 270 million people, we 
must sweep away the barriers and create one 
internal market to equal that in the United States. 
We have séen European Commission 
> initiatives for harmonising company. law. which 
` totally misunderstand the complex nature of a 


"group such as ours. With our vast experience of 


many forms of corporate organisation we do not 


-> believe that any one system of management 


structure will suit them all. 

<- -Looking outside Europe, there are pressures 
ce us reduce our shareholdings in companies. 
e very. well aware of the benefits of local 


involvement, but cutting our shareholding too far 
can deprive a local company of our expertise an 
even make us question the desirability of any 
further investment in that country. 

Sometimes the draconian financial poli es 
laid down when the International Monetary F. 
is called into a country do not show sufficient un 
standing of the underlying social circumstances 
and can result ina shrinking of the economy. 

Certainty in taxation standards is another < 
major criterion for investment and lam glad we are. 
seeing some encouraging signs on the question f 
unitary taxation. 

Finally, financial services is a sector where we 
now have a vital interest, and one which offers 
tremendous potential throughout the world. We 
therefore need to create. one common market i 
Europe for services, as well as goods, and I welcome 
the growing support for an international 
liberalisation of trade in services. 

These issues face any company whichis 
seeking to invest. They do not stop us. We are 
constantly examining new opportunities and > 
overcoming practical difficulties — ‘thanks to the 
skill and enthusiasm of our managers: 

But it is vital that we draw pub 
to where barriers and disincentives to investment — 
exist. Because, more than ever before, private | 
investment by companies such as ours has a vital 
role to ree in both the developed and developing. 
world. A role that this Company, given the right 
conditions, is willing and eager to accept. 
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at’s official, West Ger- 

; Minister, Mr Hans-Die- 

er, is the latest of a string of 
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me from Moscow with the report 
\ pe climate there is still a 


sit Was: he: most important. measure-so 
-of just how thick the Kremlin ice is. 

is talks on May 21st and 22nd, Mr 

r had hoped to persuade. the 

ins to.return to the Geneva talks on 

“weapons. His efforts were re- 

ith a 75-minute tirade against 

st, and particularly against the 

ates, from an even more than 

faced Mr Andrei Gromyko. 

scher responded that thè Soviet 

ns against the Reagan adminis- 


were. “both unjust and unde-. 


ser ed”. He emerged from his later meet- 
ng with President Chernenko with what 

he called: a little bit more ag But the 
differe A 


elegates to a European-wide 
n the protection of the envi- 


One theory is that; since the death of 
Yuri Andropov in February, the control 
of Soviet foreign policy has been tightly in 
the grip of Mr Gromyko and the defence 
minister, Marshal Dmitri Ustinov, hard- 
liners both. Mr Ustinov added his thump 
to Mr Gromyko’s growl this week. by 
announcing the deployment of yet more 
Soviet missiles (see next page). Accord- 
ing to this theory, President Chernenko is 
little: more than chief hand-shaker for 
foreign-policy purposes. 

But it is not just a matter of who is 
voicing Soviet frustration. The frustration 
itself seems to be hardening. The Rus- 
sians were disappointed by their failure to 
prevent the deployment of new Nato 
missiles in western Europe last year. 
Their anger is reinforced by the fact that 


-their subsequent counter-measures have 


had no effect on the west Europeans: 

And the failure over the missiles is only 
one crack, though a dramatic one, in the 
edifice of Soviet policy towards the west. 
The cornerstone of that policy—the de- 
tente of the 1970s—had crumbled under 
the blows dealt by the Soviet invasion of 
Afghanistan, the Polish crisis and. the 
shooting-down by the:-Russians of a South 
Korean airliner last September. The Rus- 
sians have been particularly upset by what 
they see as‘Mr Reagan's refusal to:treat 
them. with the respect they deserve as a 
superpower, The west Europeans, 
though more polite than the Americans, 
have been no more compliant. 

The Europeans. have until now still 
been welcome to come to Moscow. But 


two-planned visits—by France's President - 


Mitterrand. in June. and by the British 
foreign secretary, Sir Geoffrey Howe, in 
early July-—have now slid under a diplo- 
matic cloud. 

Mr Mitterrand is keen to restart a 
dialogue with the Russians, but feels 
strongly. that he should not make his trip 
until the fate of Mr Andrei Sakharov is 


will call for a halt to 
deployment. Mr. Mitterr 
supporter’ of the. missiles, 
comply; And Sir Geoffrey H 
could be put in jeopardy by this week 
expulsion of a Soviet diplomat-cum-s 
from Britain. — ‘ 
The: Russians: probably r 
having parked themselves in 


only 
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mind whether to accept any aise r 
siles on Dutch. soil (see page — 
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d on May 20th that the 
nion was replying to the deploy- 
w Nato missiles in western 


by. deploying yet. more “en- 

range operational tactical” mis- 

n East Germany—presumably 600- 
S-22s—and by increasing the 

ber of its missile-carrying subma- 
ines off the American coast. Should 
to be alarmed by these new develop- 
Neither western Europe nor 


ly less “warning time of a nuclear 
ior America. That will put a few 
2. bombers at risk, tof these 


m e important American mis- 
virtually unaffected by the 

ce between half an hour and 10 
warning time; unlike the 
does not “scramble” in a 


crisis. The qubmarine move may even 
oser-to-shore Russian subma- 


‘Europe, the Russian moves will 
even less military effect. The cruise 


onic et the resistance aah 
istan to get. safely back 
ould have been others. To 


say, agreed to do the job. 
ginning, the Swiss authorities 
| that no Soviet internee would 


and Pershing-2 missiles Nato is puttin . 
into western Europe are a response to- 
Russia’s deployment of its SS-20s, which 
are far superior to the older SS-4s and 
SS-5s—mobile, longer in range, and 

above all much more accurate. Then, 
last December, after the Nato deploy- 
ment started, the Russians began moving 
some new shorter-range missiles, along 
with their warheads, into East Germany 
and Czechoslovakia; and there have 
been hints that Bulgaria might get some 
SS-22s as well. 

Marshal Ustinov’s latest announce- 
ment is an exercise in piling irrelevant 
Pelion on Ossa. With its SS-20s and 
nuclear-armed aircraft, Russia could al- 
ready hit every target in western Europe 
it might want to attack with weapons of 
this kind (without even needing to dip 
into its arsenal of long-range missiles). 
The Russians are presumably hoping 
that this new bit of SS-22-rattling will 
frighten a few more west Europeans into 
anti-nuclear demonstrations. 

In only one way do the new missiles in 
eastern Europe make a difference. If 
America and Russia ever re-start their 
negotiations on medium-range missiles, 
these new weapons have now got to be 
squeezed into the calculations. They 
therefore make a settlement even more 
complicated. 


The prisoners from Afghanistan were 
housed in an army camp in central Swit- 
zerland and kept busy with farm work, for 
which they were paid pocket money that 
could be. spent on occasional escorted 
trips into town. One of them, a 20-year- 
old sergeant named Yuri Vashchenko, 
made several attempts to escape. On his 
final try, last summer, he crossed’ the 
border into West Germany, where he was 
granted political asylum. His two fellow 
prisoners who have now decided to stay in 
Switzerland preferred to wait until their 
two-year term was up. 

One of them declared months ago that 
he did not want to go back to Russia. The 
other was wavering, but stayed despite a 
last-minute appeal from his mother, re- 
corded on cassette, asking him to come 
home. The Soviet ambassador to Switzer- 
land protested to the foreign ministry on 
April 30th about the embarrassing possi- 
bility of the internees choosing not to 
return. The Swiss insist that no pressure 


was brought on them to stay. Switzerland. 
is not exactly looking for more candidates 


Russians assure Sweden th t th i 
rines never go near its coas 
ried Swedes don’t believe t 
ever Sweden’s prime minist 
Palme, seems to be taking t 
assurances at face value, he get 
trouble. og 

Sweden’s maddening probl 
the Soviet submarines enter its 
waters and lurk around its naval ba 
1981. a Whisky-class submarine wa 
caught because it ran aground—the fam 
ous case of “Whisky on the rock: 
1982 the Swedes failed to cate 
the submarines left enough | traces 
them to be firmly identified as Russian 
an investigating commission heade 
former Social Democratic defence 
ter, Mr Sven Andersson. When the An 
dersson commission published its repo 
in April, 1983, Mr Palme sent Mo 
protest and suspended high-level contact 
with Russia. 

The intrusions—and the Sovi 
als—have continued. As rec 
March, Swedish sentries fired at frogm 
who seemed to be trying to land, fr 
midget submarine, on one of 
countless rocky coastal islets. Büt- me: 
while Mr Palme has been worki 
wards a resumption of normal re 
with Russia. The Soviet agricul 
ter is due to visit Sweden sho: 


already been made. And’ 

evoked angry complaints from 
Conservative and Liberal opposition par- 
ties that the Social Democratic ‘prim 


signals- publicly demanding respect for 


. Sweden’s neutrality, while privatel tak 


ing a weaker line. 

One of Mr Palme’s private cl 
bypassing his foreign minis 
series of talks that Sweden’s : 
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had with two Russians in New 
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rect 


aiting for evidence to surface 


ish newspaper printed the Ferm letter’s 
full text, and a new storm broke. It now 
emerged that Mr Ferm had discussed how 
a “back-channel” for handling the sub- 
marine incidents could be set up; and that 
he had been given to understand that 
Russia would never admit that it had 
violated Sweden’s territorial waters, no 
matter how clear the proof. 

As such rows often do, this one trickled 
off into arguments about why Mr Palme 
had not read out the whole letter on 
television in December, and’ whether he 
had later read it all out to the foreign 

affairs council. Meanwhile the Soviet 


Italy 
Craxi rules, okay? 


ROM OUR ROME CORRESPONDENT 


Despite the frailty that comes from repre- 
senting only 11% of the members of 
parliament, Mr Bettino Craxi, Italy’s first 
postwar Socialist prime minister, has 
been enjoying a bout of muscle-flexing. 
By pushing through three votes of confi- 
dence in six days, his five-party coalition 
government overrode fierce Communist 
Opposition to a decree reducing the auto- 
matic increases in the scala mobile, Italy’s 
wage-indexation system. By the time the 
decree wins the approval of both cham- 
bers, it will have practically monopolised 
the attention of the Italian parliament for 
four months. 

A first edition of the decree, issued in 
February and valid for one year, was 
prevented by a Communist filibuster 
from winning parliamentary approval 
within the statutory 60-day time limit. But 
it looked as though the government’s 
revised version, which was issued in April 
and will remain in effect for only six 
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news agency Tass stepped in heavily with 
an attack on Mr Ulf Adelsohn, the Con- 
servative leader; it accused him of 
“shamelessly” slandering both Russia 
and Mr Palme. 

Mr Adelsohn has demanded the setting 
up of a new commission on submarine 
intrusions, and has said that the Ferm 
letter shows how naive Mr Palme is when 
he accepts Soviet reassurances. When the 
Conservatives are accused of wanting to 
abandon the basic policy of neutrality, 
they reply that, on the contrary, they 
want to ensure that Sweden’s neutral 
status is respected. 


months, might be given an easier ride. 
The Communists had promised no more 
than “normal” opposition. 

The fragile truce ended abruptly with 
the government’s decision to request a 
vote of confidence last week. The Com- 
munists were particularly indignant since 
the request followed the opposition’s of- 
fer to drop its 3,000 proposed amend- 
ments to the law. An irate Mr Enrico 
Berlinguer, the usually cautious Commu- 
nist party secretary, declared his party to 
be fighting “a battle in defence of democ- 
racy and the rights of parliament”. 

More ominously for Mr Craxi, some of 
his allies are expressing misgivings at his 
tactics. The Republicans and the Chris- 
tian Democrats suspect Mr Craxi of using 
the battle over the decree to inflict 
wounds on his Communist adversaries on 
the eve of the European elections, Mr 
Craxi’s first electoral test since he became 
prime minister last August. 


EUROPE 
West Germany 


We're all right, 
Helmut 


FROM OUR BONN CORRESPONDENT 


Some people in Bonn see Mr Helmut 
Kohl’s centre-right coalition as drifting 
from one embarrassment to another. Its 
siding with management on the issue’ of 
the 35-hour working week has not 
stemmed the spread of strikes and lock- 
outs. Its cynical miscalculation on the 
now-abandoned tax amnesty bill for 
shady political contributions has got the 
leader of the smaller coalition partner, 
the Free Democrats’ Mr Hans-Dietrich 
Genscher, a rebuff from his own party. 

The view from Mr Kohl’s chancellery 
is, not surprisingly, different. There, it is 
expected that labour and management 
will soon come to their senses and fudge a 
compromise on the working-week issue. 
The amnesty bill will be quickly forgot- 
ten, and Mr Genscher will be reinstalled 
as Free Democratic chairman at his par- 
ty’s forthcoming congress, Even if the 
economics minister, Count Otto Lambs- 
dorff, is indicted this summer on charges 
of illegally accepting political contribu- 
tions, the coalition will go on. 

With this cheery approach, the govern- 
ment has seen no need to appear impar- 
tial in the labour conflict. Early on, 
cabinet members půblicly opposed the 
trade union demand that the 40-hour 
week be reduced to 35 hours. The federal 
labour institute (in which, although it is a 
joint management-labour-government 
agency, the government in effect has the 
deciding vote) has vetoed the paying of 
short-term unemployment benefits to 
workers made idle by the effects of strikes 
elsewhere—such as those in car plants 
now paralysed by last week’s strikes at 
component-producing plants in northern 
Baden-Wirttemberg. When such car 
plants are located there, some union 
members there receive strike or lockout 
pay from the IG-Metall union; and from 
this week the same is true for Hesse. 

But IG-Metall is not paying workers 
made idle in other states because of the 
Baden-Wiirttemberg and Hesse strikes, 
and neither is the labour institute. The < 
government cut the money the institute 
gets some time ago, as part of its general 
trimming of social welfare; it does not 
want to upset its budget plans, or to 
reduce the pressure from below on IG- 
Metall. 

Nevertheless, Mr Kohl’s address at his 
Christian Democratic party congress two 
weeks ago urged compromise on manage- 
ment as well as oh unions. The govern- 
ment does not seem to share the hope of 


35 





| The leading German publishing corporation, Gruner + Je 
has recently improved efficiency by installing a Philips MEGA 
information storage system for its journalists. ae 
This system-based on Digital Optical Recording techniques — 
allows 4000000 pages of information collected from over 
200 international publications (such as The New York Times) to be 
stored on our optical discs. Any fact or event can be summoned up _ 
ona visual display in a matter of seconds. 
Esco Travel, one of Switzerland s largest travel agencies, with 
more than 300 branches throughout the country, have improved 


their service to tourists by installing an inter-active computer system, . 


Our optic al discs give 


for the busy j ournalist at 
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stant access to facts- 
the discerning tourist. 


making use of Viewdata techniques and LaserVision technology. 
Not only can all details of travel, flights, departure times and 

so on be given directly on the monitor, but also full film information 

about hotels and resorts. So that the tourist can see exactly what he - 
_ is booking before he decides. ae 
These are but two examples of how Philips serves the business 

community throughout the world. For more information about | 

Philips expertise world-wide, write to the Philips organization in 

your country, or to Philips, VOA-0217/EW7,. Eindhoven, 


the Netherlands. 
Philips. The sure sign of expertise world-wide. 


PHILIPS 
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FROM A SPECIAL CORRESPONDENT 


Are West Germany’s Social Democrats 
easing their way back towards the coun- 
try’s traditional consensus on defence 
policy, or drifting even farther away 
from it? So ambiguous was the final 
resolution at the party’s congress, held in 
Essen on May 17th-21st, that a case can 
be made either way. 

, In November, the Social Democrats 
shattered the main West German par- 
ties’ 25-year-old habit of agreeing about 
defence, by coming out against Nato’s 
new cruise and Pershing missiles. At 
Essen they seemed to soften their posi- 
tion by calling for a moratorium on 
further deployment by both alliances. 
They once more swore their allegiance to 
Nato (while also demanding a “basic 
reorientation” of defence policy, with- 
out defining what that means), All this 
might be seen as a modest victory for the 
party’s middle-of-the-roaders. 

But the left was not to be squeezed 
out. The resolution went on to repudiate 
any first use by Nato of nuclear weapons, 
as well as the whole policy of nuclear 
deterrence. It also rejected the goal of a 

military balance between east and west, 


some employers that a long strike would 
hurt the unions more than management. 
With the Gesamtmetall employers’ fed- 
eration insisting that a 40-hour week 
should remain the standard and IG-Me- 
tall insisting on a reduction, proposals for 
compromise involve increasing the six- 
week annual holiday now enjoyed by 
most employees to eight weeks. That 
would represent an average of two hours’ 
less work a week; so that the metalwork- 
-ers’ union could talk of a 38-hour week 


f 


itil hurt you as much as it hurts us 


38 


Exit Schmidt, enter fudge 


ESSEN 


measured in numbers of weapons, in 
favour of the vaguer aim of “stability”. 
This was defined, in the case of the 
Vienna troop-reduction talks, as requir- 
ing smaller forces for Nato, as a defen- 
sive alliance, than for the Warsaw pact. 
In a further genuflection to the left, the 
resolution called for a nuclear-free zone 
along the east-west border, unilateral 
reduction of tactical nuclear weapons 
(implying cuts beyond those already 
planned by Nato), and a ceiling on 
military spending of 19% of the West 
German budget—the 1983 level. 

Accompanying the words of the policy 
statement was a basso continuo of antag- 
onism towards America. The party's 
disarmament spokesman, Mr Egon 
Bahr, chided the conservative govern- 
ment for failing to discriminate between 
German interests and vassalage to the 
United States. Even Mr Horst Ehmke, 
the party’s deputy parliamentary chair- 
man, who back in Helmut Schmidt’s 
days as chancellor was one of the holders 
of the defence dike against the left, 
blamed America rather more than Rus- 
sia for the frost in east-west relations. 


while management went on calling it a 40- 
hour one. 

For the moment, both sides continue to 
stonewall. The series of strikes, lockouts 
and shutdowns could put 1.5m more West 
Germans out of work by next week. This 
is where the government’s optimism 
could start to look implausible. If IG- 
Metall and Gesamtmetall do not reach a 
settlement soon and the dispute drags on, 
even Mr Kohl’s aides admit he will be in 
trouble. 






























hansa 


Schmidt takes his rest 









The Social Democrats’ defence policy 
is likely to swing left before it swings 
right again. The new 36-member execu- 
tive committee—now minus the retired 
Helmut Schmidt—is weighted two-to- 
one toward the left. And Mr Henning 
Scheft, a senator from Bremen, spoke 
for many of the delegates when he de- 
clared that West Germany would not 
stay in Nato “whatever the cost”. 
















ireland 


The flag-flapper 


FROM OUR DUBLIN CORRESPONDENT 





Hopes are fast fading that the Irish na- 
tionalist parties—of both south and 
north, but excluding the IRA’s political 
arm, Sinn Fein—could unite on a policy 
for Northern Ireland on the basis of the 
recently published report of their “forum 

for a new Ireland”. Mr Charles Haughey @y 
leader of Fianna Fail, has wrapped the 
green flag tightly around himself again. 
He insists that the forum really backed 
only one solution—a unitary all-Ireland 
state. The three other parties point out 
that, although the report named the uni- 
tary state as the preferred option, it set 
out specific alternatives and envisaged 
even wider discussions. 

Mr Haughey is clearly afraid that Sinn 
Fein might steal his clothes if it could 
claim to be the only truly “republican” 
party. On May 18th he forced the Fianna 
Fail parliamentary party to expel Mr 
Desmond O’Malley, who had challenged 
his interpretation of the report and had 
complained that there had been no op- 
portunity to debate it. Mr O’Malley was.a 
leader in the various 1982-83 bids to oust 
Mr Haughey from the Fianna Fail 
leadership. 

Of the party’s 72 Dail members, 16 
voted against the expulsion; and three 
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The NEW A320. . 
Arrival of a superior intelligence. 


From time to time comes a quantum 
leap forward in jetliner technology, 
profitability and passenger appeal. 

It happened in the 60s. Now it’s 
happening again in the '80s in the form 
of the A320. 

An all new single-aisle, 150 seat 
aircraft. The most complete package 
di of new aviation technology to become 

available to the airlines and their 
passengers since the dawning of the 
jet age. 

Its arrival renders obsolete all 
previous airliners in the category. 
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US$87 billion is quite noticeable. 


In London, the biggest international banking centre, 
National Westminster's tower fairly reflects the bank’s 
ae as one of the biggest and most profitable banks 

n the world. 

Its assets top eighty seven billion US dollars, its money 
lent currently tops sixty five billion? and the annual turn- 
over of its international money centre in London alone 
is over 1.6 thousand billion US dollars. 

The only way a bank can develop an operation on 
this scaleis by providing its customers with an unparalleled 

@~ wealth of know-how and initiative. 
On demand. 
We believe that there is no bank in 
a better position to take wise and decisive 
action on your behalf 


« National Westminster 
The Action Bank 
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guest a spacious room with comfortable 
furnishings and generous double beds; 
and to all guests a new and inviting lobby. 
Of course we also provide many other 
amenities that you’ll appreciate. We’ll be 
glad to surprise you with them on the spot. 


The Drake Hotel, 440 Park Avenue at 
56th Street, New York, N.Y. 10022, USA. 
Telephone (212) 421-0900. Other Swissdtels: 
Hotel Président Geneva, Hotel Bellevue 
Palace Berne, Hotel International Zurich. 
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It’s not just the location that 
Euis makes The Drake Hotel a first- 
p rate address in New York. You're 
entitled to expect more than just a room 
from this classic de-luxe hotel at 440 Park 
Avenue (corner 56th Street). In among , 
the midtown Manhattan headquarters ofa 
host of companies operating worldwide, 
you'll soon notice that with us you can 
live in a pleasant and relaxed atmosphere. - 


make sure of this, we offer every 





~~ New York 











Chase aickioned t to resign in PERNE G 
with Mr O’Malley. Old, bitter divisions. — 
have thus been revived within the party. - 
But most of its members will seek to 


avoid public recriminations because of 
next month’s elections to the European 
parliament and the by-election that will 
be held in the republic on the same day. 

The main casualty is the hope of elicit- 
ing a positive British response by present- 
ing a united four-party front on the fo- 
rum’s report. Once again, Brendan 
Behan’s classic comment, that the. first 
item on any Irish organisation’s agenda is 
“the split”, has proved all too true. 


West Germany’s politicians managed to 
agree on one thing this week: on May 
23rd, a special electoral college chose 
Mr Richard von Weizsäcker, a Christian 
Democrat, as the country’s next presi- 
dent. He will take over from President 
Karl Carstens on July 1st. 
Silver-haired, gently born and impec- 
_cably mannered, Mr von Weizsäcker 
looks the part. In the past the office has 
carried more dignity than clout. But Mr 
| | von Weizsäcker, a veteran of Bonn poli- 
| tics and a former mayor of West Berlin, 
-is likely to make his presence felt. He 
will have the tricky job of presiding over 
| a West Germany more polarised than it 
| has been since the turbulent 1960s. 
Even trickier could be his interest in 
relations with the other Germany. While 
“mayor of West Berlin he carved out a 
special role for himself in promoting 
contacts with the Honecker regime in 
| East Germany. The West German chan- 
cellor, Mr Helmut Kohl, may find he has 
a competitor for the limelight. 
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_ of university 


Poland Bras 


The general loses” 
his faculties 


FROM OUR WARSAW CORRESPONDENT 





Warsaw university was taught a lesson in 
“socialist democracy” this month when 
the communist authorities vetoed the uni- 
versity’s rector-elect, Professor Klemens 
Szaniawski, a liberal -logician who was 
briefly interned under martial law. The 
minister of higher education suspended 
the university’s electoral college for six 
months and told the incumbent rector, a 
martial-law appointee whom Mr Szan- 
iawski had defeated by three to one in a 
secret ballot, to stay on until the minister 
nominated a new man. 

Poland’s leaders have been nervously 


_ monitoring elections at some 90 educa- 
~ tional institutions. General Wojciech Jar- 


uzelski has declared the polls a test of the 
attitude of the academic community, 
where Solidarity was very popular. The 
authorities have already given thumbs 
down to the rectors-elect of two leading 
universities, in Wroclaw and Poznan, be- 
cause they could not “guarantee the so- 
cialist character” of their institutions. 

. The Solidarity underground has called 
for a boycott of June’s local council 
elections, since the rules ensure tight 
communist control, but it has urged its 
supporters on campus to vote in the fairly 
open university contests. But there is a 
debate about tactics. Radicals want to 
elect candidates likely to be rejected by 
the authorities, to display the emptiness 
“autonomy” provisions 
which the government spelt out two years 


EUROPEAN COMMUNITY 





Tries hard, could do better 


The final session of the first elected 
European parliament was due to end in 
Strasbourg on May 25th. Or so its 434 
members thought. In fact, plans have 
been laid to call them back, after the 
Euro-elections on June 14th-17th, for a 
special session to approve a supplemeén- 


tary budget—including the payment of 


pees Pliki fear that andoni will 


suffer if the authorities are provoked. s 

Solidarity cells, which are still activein 
many university departments, managed — 
to influence the elections. Some academ- _ 
ics still lecture workers on Polish history 
and culture in “flying university” classes ie 
held in private apartments. A clandestine — F 
committee arranges for money to be 
provided to university scientists dismissed oe 
for their politics. å 

So far the universities have been spared : 
any wholesale Czech-style purge of their 
staff. The government may now be tempt- _ 
ed to restore more power to the education — , 
ministry, even though most of the new 
rectors are compromise candidates, — 5 
These men will try to defend academic 
freedom without infuriating the govern- 
ment, which has already replaced at least 
25 rectors who had been democratically 
elected during the Solidarity era. 

The communist party. is generally de- ek: 
spised in the universities, especially since 
the purges and resignations of “‘revision- _ 
ist elements”. About half the elected 
rectors are members neither of the com- 
munist party nor of the two smaller ss i 
cially sanctioned parties. The biggest, 
both for the party and for Solidarity, is _ 
apathy. Less than a tenth of the ro $ 
million students are members of the offi- 
cial Polish students’ association, which 
still blots the word “socialist” out of its 
name. A poll of Warsaw students suggests _ 
that three quarters of them are religious. : 
and pro-Solidarity. 

In any case, ideology is not the main 
problem. Poland’s near-bankruptcy has 
left the universities short of equipment, 
books and periodicals. A steelworker can 
earn more than a professor. The number. Š $. 
of new students is dropping. A 

































STRASBOURG 


rebates to Britain—if next month’s Fon- 
tainebleau summit at last produces a long- F 
term settlement of the issue. This is — 
because the new parliament will. assume 
responsibility only on July 23rd. i 
Some two thirds of the present mem- 
bers are standing for re-election. — na 
remainder have been busy base their ES 
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Veil wasn’t so good in the chair 


desks. They can look back on a mixture of 
achievements and disappointments. 

The greatest success of the parliament 
has been to extend its budgetary powers 
well beyond the limited role envisaged by 
the Rome treaty. It has achieved this by 
using, and more often threatening to use, 
its power to reject the annual budget 
altogether, and by skilfully exploiting 
differences between the 10 member 
states. The result has been larger EEC 
expenditure—on balance not a good 
thing—but also expenditure less over- 
whelmingly directed towards farming. 

The parliament has also successfully 
exploited a ruling by the EEC court of 
justice that no directive could be ap- 
proved by ministers until the parliament’s 
opinion (which is purely advisory) had 
‘been received. By threatening to with- 
hold an opinion altogether, the parlia- 
ment has been able to influence the final 
content of directives more than had been 
foreseen. However, the list of issues on 
which it has had a major impact is short: 
spending on regional programmes, over- 
seas aid, women’s rights, and the banning 
of imports of seal products. 

Most of the parliament’s own initiatives 
are stuck in the huge backlog of propos- 
als—from the commission as well as the 
parliament—on which the council of min- 
sters has taken, and will take, no action. 
This is partly the parliament’s own fault, 
since it has produced no effective machin- 
ery for following up what happens to the 
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proposals it has approved. One exception 


_ has been the parliament’s transport com- 
mittee, which has turned itself into a- 


dreaded rod for the backs of reluctant 
commissioners and ministers. 

There have been three notable failures. 
Far too much time was lost in formulating 
the proposal for a common electoral 
system. Valuable effort has been diffused 
in debating topics on which the parlia- 
ment has no competence. And the parlia- 
ment has not pushed forward a claim to 
move permanently to Brussels where 
most important EEC decisions are made; 
it is still forced to hold most of its plenary 
sessions in the relative backwater of 
Strasbourg. 

A number of reputations have been 
made or lost in the parliament. Its first 
president, a French liberal, Mrs Simone 
Veil, travelled the world as a dignified 
ambassador for the parliament, which 
thereby gained in prestige; in the chair, 
however, she was indecisive and short- 
tempered. Her Dutch Socialist successor, 
Mr Piet Dankert, was a vast improve- 
ment, without quite fulfilling the high 
hopes of many British Conservatives who 
voted for him. 

Mr Niels Haagerup, a Danish Liberal, 
wrote influential reports on security and 
on Northern Ireland. A British Conserva- 
tive, Mr Basil de Ferranti, has spearhead- 
ed the drive to remove the EEC’s internal 
barriers, while the Gaullist Mr Geratd 
Israel has led the way on human rights. A 
German Socialist, Mr Horst Seefeld, was 
an outstanding chairman of the transport 
committee. Mr Stanley Johnson managed 
to get seal imports banned, though he 
upset most of his fellow Conservatives in 
the process. 

But the undoubted star was a 76-year- 
old former EEC commissioner, Mr Al- 
tiero Spinelli. An independent, spon- 
sored by the Italian Communists, he 
succeeded in doing what few thought 
possible: uniting a broad spectrum of the 
opinion behind a programme for Europe- 
an union. The programme proposes the 
abolition of national vetoes in favour of 
majority voting, increased powers for the 
parliament, and a formal status for the 
thrice-yearly community summits. After 
along and skilful campaign, the proposals 
were eventually adopted in February with 
a large majority. 

One measure of the success of the 
second parliament will be its ability to get 
the member states to take this pro- 
gramme seriously. Mr Spinelli, who has a 
high place on the Communist list, will be 
back to lend them a helping hand, but 
whether he will become the next presi- 
dent of the parliament is another matter. 
The centre-right, which is likely again to 
be in a majority, will not want to lose the 
chair for the second time running. 


Libya 
Cheeky devil 


BRUSSELS 


Having ignored it for the past 15 years, 
Libya’s Colonel Qaddafi has at last seen a 
use for the European community. Libya 
is the only Mediterranean state (except 
Albania) with no formal trade pact with 
the EEC. On May 16th, a Libyan delega- 
tion was despatched to Brussels to discuss 
the possibility of one. Plainly, Colonel 
Qaddafi was looking for a political coup. 
Economically, he has no need of a formal 
deal with the community; Libya is already 
the EEC’s 10th biggest trading partner. 
The colonel could have saved himself 
the effort. His envoys were told by the 
commissioner responsible for the commu- 
nity’s Mediterranean policy, Mr Lorenzo 
Natali, that there was no chance of a deal 





Qaddafi adds insult to injury 


in the present circumstances. 

Given the state of Libya’s relations 
with France (over Chad) and Britain 
(after the shooting at the Libyan embassy 
in London), some officials were surprised 
that the Libyans were received at all. 
They feel the envoys should have been 
handled even more brusquely than South 
Africa’s prime minister, Mr P. W. Botha, 
who visits Brussels on June 7th as part of 
a European tour. South African diplo- 
mats who tried to arrange meetings for 
him with several EEC worthies, including 
the commission president and the exter- 
nal affairs commissioner, were told that 
they were too busy to see him. 
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The flowers that bloom in the 
spring, trala, and the weeds 


Forget Wall Street and the rest of the 
world, and there is plenty to celebrate in 
the American economy. The persistently 
high and rising interest rates which now 

reaten to turn this boom into a bust for 

America’s European trading partners, its 
Latin American debtors and Wall Street 
have yet to show up in much slower 
economic growth or lower ratings for 
President Reagan. 

Growth of gnp reached an annual rate 
of 8.8% in January-March, compared 
with the previous three months, and will 
probably be 5-6% this quarter. Consump- 
tion, investment and employment are 
growing steadily. After expanding by 
3.3% in 1983 over 1982, America’s gnp 
will rise by perhaps 4% this year. 

The latest crop of economic numbers 
shows that the American economy is still 
“getting the best of all possible worlds”, 
in the words of Mr Rudolph Penner, the 
director of the Congressional Budget Of- 
fice and often a critic of the Reagan 
administration’s policies. Consumer 
prices are 44% higher than a year ago, 
wholesale prices 3% higher. Wages are 

unning at 43% above their level of a year 
por 80, with only the threat of a strike by car 
workers at General Motors this autumn 
threatening to push them much higher. 
Industrial production, nearly 20% above 
its level this time last year, is growing 
strongly. And, after a pause in March, 
housing starts reached an annual rate of 


1.96m last month, not far below their - 


record level in February. 
There are now signs that the economy 
will slow down before bottlenecks like 
: shortages of skilled labour push up costs 
by much. Personal income has risen a 
_ fraction less in the past three months than 
in the previous quarter, so consumption is 
increasing more slowly. Much of the first 
quarter’s rise in gnp came from compa- 
nies rebuilding their stocks (inventories), 
instead. of from final demand. The com- 
merce department's index of leading indi- 
cators fell in late April for the first time in 
18 months. Other straws in the wind are 
declining building permits and orders for 

- durable goods. 
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Just as this welcome news was trickling 
out in late May, share prices crashed to 
their lowest point so far this year and 
interest rates in the bond and money 
markets rose steeply. Investors refused to 
buy much of the treasury’s quarterly 
auction of bonds in late May, driving 
interest rates almost two percentage 
points higher than they were three 
months ago. The treasury secretary, Mr 
Donald Regan, immediately blamed the 
Federal Reserve Board for plotting to 
increase interest rates. But the markets 
took fright because they guessed that 
demand for credit was so strong that 
slower growth would not bring down the 
cost of money soon. Interest rates will 
have to rise another percentage point or 
two to make much difference to what 
consumers and companies want to bor- 
row. Consumer debt, which dwarfs bor- 
rowing by companies, is still only 15.8% 
of personal disposable income, well be- 
low the peak of 17.8% reached in 1979. 

Consumers borrow most to buy houses 





A lot more profitable than making oil-exploration gear 


and cars. Interest rates on loans for both = 


react slowly to changes in money-market 
rates. The effective rate for mortgages— 
adjusted for the growing use of floating- 
rate loans—has declined a fraction in the 
past six months to 12%, though rates are 
rising and fixed-rate mortgages now start 


at 14%. At 12%, a large number of — 


families can still afford mortgages (see 


table on page 49), though many would be - 


squeezed out if rates rose to 15%. 
Higher money-market rates are also 


slow to affect demand for cars, still one of © 


America’s biggest manufacturing indus- 
tries. Consumers care most about the’size 
of their monthly payments. Rising rates 
have been offset in part by longer maturi- 
ties on car loans. And as banks raise their 
rates for these loans, car companies fi- 
nance more sales at cheap rates them- 
selves to keep up demand. American 
Motors, for example, is? now offering 
loans at less than 11% to get rid of unsold 
cars, compared with rates of over 15% at 
some banks. 

Companies, by contrast, began this 
recovery with higher debts than ever 
before. But strong demand and profits 


encouraged heavy investment from late . 


last year. Much of that has been financed 
with the help of the big depreciation 
allowances in Mr Reagan’s 1981 tax law. 
“The treasury,” says Mr David Hale, the 


3 
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economist for Kemper Financial Services 
in Chicago, “‘has become a financial inter- 
.Mediary for the corporate sector, borrow- 
ing large sums at preferential interest 
rates in order to give the money away 

~- through tax allowances.” 
Industry is now borrowing more short- 
term money to pay for its investment. The 
“economics consultancy firm, Data Re- 
` sources, predicts that spending on new 


\ 


equipment will rise Ae 17% i in 1984, up 
from 5% last year, though longer-term 
investment in plant and buildings will 
increase by less. Much of industry’s 
spending on equipment is on vehicles, 
office machinery and machines for the 
factory floor. Investment in agricultural 
machines, and construction, mining and 
oil-exploration gear is very depressed. 
Industry’s output is also patchy. 


Jobs for the boys—and their dads 


The call for jobs remains the Democratic 
battle cry—and the belief that jobs are 
too important to be left to employers and 
the free market is deeply rooted in the 
Democratic creed. A Democratic think- 
tank, the Centre for National Policy, has 
just published a booklet on how jobs 
may be created. 

Of the four papers in the study, the 
analytical one, by Mr Martin Neil Bailey 
of the Brookings Institution, is the most 
cheering. Examining the age make-up of 
the population, he calculates that the:so- 

_ called natural rate of unemployment will 

decline by 1989 to 5. ies from its present 
7.7%. In 1999 it was 5.8%. By “natural 
rate? economists mean the rate below 
which further reductions can be won 
only at the price of faster inflation. This 
means, Mr Bailey says, that monetary 
and fiscal policies could be set to target 
an unemployment rate of about 6% by 
1985 and a 5}% rate by 1989, without 

causing an increase in inflation and with- 
out any special programmes to reduce 
the natural rate. 

Such special programmes are dis- 
cussed in the other three papers in the 
study. First adopted under President 
Kennedy to deal with long-term and 
youth unemployment, jobs programmes 
and training schemes have become to the 
Democrats in Washington what patron- 


peor 


WASHINGTON, DC 


age was (and is) to local politicians: a 
means of forging links between the party 
and its supporters. Indeed, even the 
Reagan administration has felt the need 
to sponsor a jobs programme, albeit one 
that relies heavily on the participation of 
the private sector. 

In an appraisal, Mr Sar Levitan and 
Mr Garth Mangum write that, “After 
more than 20 years of employment and 
training programmes, none of the prob- 
lems to which they have been addressed 
has gone away”. These two manpower 
specialists report that some schemes 
have been more successful than others, 
particularly long-term training (40 weeks 
or more) as opposed to medium-term 
stints (11-20 weeks). They also cite fa- 
vourable results, for on-the-job training 
with private employers, who get a 50% 
federal wage subsidy. Less impressive 
results are reported for temporary mu- 
nicipal jobs, with the federal government 
paying wages. Those enrolled to obtain 
work experience, mostly rudimentary 
work, actually had, on average, lower 
earnings after they had acquired it than 
the groups they were compared with, 
according to the Levitan-Mangum 
paper. 

Jobs and training efforts have been 
directed to two types of workers—those 
who have been laid off permanently after 


- Though use of capacity is now 81%, up 


from 71% in February last year, some 
industries are fully stretched, others 
slack. Almost all capacity in the paper 
industry is in use: the biggest producer, 
Weyerhaeuser, is running its plants flat 
out. Car assembly plants are working at 
85% of capacity, though assembly lines 
making large cars are turning out all they 
can while small-car plants are working 


years on assembly lines or in factories, 

and those with little work experience, 

poor education and a weak commitment 

to finding and keeping a job. Helping the 

young, especially the victims of discrimi- 

nation, is widely accepted as worthy, - 
although there are disagreements about 

how it can be done. 

The displaced manufacturing worker 
is a more divisive issue for Democrats. 
Senator Alan Cranston says in a third 
paper in the study that “people who 
work should be able to earn a good 
living”. What constitutes “a good living” 
is a question economists tend to duck, 
but may be forced to face in the near 
future. And it is not just a question of 
raising the federal minimum wage ($3.35 
an hour since 1981) by act of congress. 
Rather, as another new paper on em- 
ployment puts it, the issue is finding and 
keeping a job that pays “a middle-class 
income”. 

The authors of this study, Mr Barry 
Blueston of Boston College, Mr Bennett 
Harrison of the Massachusetts Institute 
of Technology and Miss Lucy Gorham of 
the AFL-CIO, argue that a long-term 
shift is under way from manufacturing 
jobs that pay well to service jobs that pay 
poorly. They question “the long-run 
prospects for creating enough jobs at. 
decent pay over the remainder of the 
decade to enhance the standard of living 
for the majority of American families”. 

The authors dispute the contentions of 
Mr Charles Schultze, who was chief 
economist to President Carter, and other 
mainstream economists, that de-indus- 
trialisation is a myth. The trio conclude 
that there are industries, communities 
and workers that are suffering from 
“structural unemployment” even if the 
total creation of new manufacturing jobs 
has exceeded losses. They point out that 
occupational and geographic shifts are 
occurring, and that new jobs in the 
sunbelt do nothing for the middle-aged 
laid-off car worker of the Great Lakes. 
Paraphrasing a famous Kennedy apho- 
rism, they say, “A rising tide does not 
necessarily lift all ships; those with 
cracks in their hulls need repair”. 

These critics, like Senator Cranston, 
advocate an “‘industrial policy” to help 
“the blue-collar middle class”. In effect 
they want the government to reverse the 
forces that have made heavy manufac- 
turing a shrinking share of the economy. 
That is an expensive, and probably unre- 


alistic, pbs ea 
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: Squeezing out housebuyers ` 


Required 

annual 

household Qualified 
incomes’ households 
$ (millions) 
25,008 À 


27,312 
29,616 
32,016 
34,416 
36,864 
39,312 


Assuming that the median price of a new house is $81,000 in 
1984, household income increases 7% and the number of 
households increases 2%. Source: Salomon Brothers 


Mortgage Monthly 
rate % 


much less hard. Steel makers are at 70% 

; of capacity. The semiconductor industry 
is hardput to keep up with demand, and 
will double its capacity within three years. 
Few industries, however, are fully 
stretched. 


Central America 


Yes to Duarte, but 
not to the contras 


WASHINGTON, DC 


President Reagan could have found him- 
self no better ambassador to congress 
than Mr José Napoleon Duarte, who 
becomes president of El Salvador on June 
1st. Mr Duarte spent three intense days in 
Washington this week, arguing with skill 
and passion that under his elected leader- 
ship El Salvador will drag itself out of the 
mire of institutionalised violence. Ameri- 
cans, anxious to be convinced, joyfully 
suspended their disbelief. 

On Tuesday Mr Duarte had eight sepa- 
rate closed-door sessions with congressio- 
nal groups. Democrats in the house of 
representatives, impressed and relieved, 
responded by deciding to agree to Mr 
Reagan’s request for $62m worth of 
emergency, unconditional, military aid 
for El Salvador. (The thickets of Central 
American aid are by now almost impene- 
trable: this particular request for military 
aid, half of which was in fact sent to El 
Salvador in April, was turned down a 
week ago by a majority vote in a senate- 
house conference, even though, a week 
before that, a vote had squeaked through 
the house of representatives authorising 
this aid and much more besides.) 

Mr Duarte argued passionately against 
the Americans putting conditions on their 
_ aid. He understood, he said, the good 
intentions behind this procedure but 
found it degrading: he himself would set 
the standards and keep to them. He 
claims that his own record—he was over- 
thrown, imprisoned and exiled by the 


armed forces in 1972—should guarantee ` 


his determination to bring the army under 
z ; 
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A house divided 


Mr Jim Wright, the Democratic leader of 
the house of representatives, is a strong 
supporter of Mr Duarte. President Rea- 
gan has every reason to be grateful to Mr 
Wright for his influence in squeezing the 
bill authorising so much Central Ameri- 
can aid, this year and next, through the 
house. Mr Duarte’s influential oppo- 
nents are on the far right. Yet, for all his 
help for Mr Reagan, Mr Wright has been 
the main target of a self-promoting at- 
tack by belligerent Republicans in the 
house. And this attack, in turn, led to 
some comical-tragical developments on 
the house floor. 

Mr Wright’s crime was to be the main 
signatory, together with nine other es- 
tablishment Democrats, of a letter sent 
in March to the Nicaraguan junta. Mr 
Wright and the others congratulated the 
Nicaraguans on their decision to hold an 
election, hoped that this would lead “‘to 
a fully open and democratic electoral 
process”, and dissociated themselves 
from American support for military ac- 
tion against Nicaragua. 

This “Dear Commandante” letter 
caused controversy, and reasonably so. 
The criticism became a little less reason- 
able when it was delivered, at length and 
with passion, on the floor of a virtually 
empty house for the benefit of a televi- 
sion camera. This is one of the tactics 
adopted by a couple of right-wing Re- 
publican congressmen, Mr Newt Ging- 
rich from Georgia and Mr Robert Walk- 
er from Pennsylvania, who feel that the 
outnumbered Republicans in the house 
are not assertive enough. 

Republicans in the house, says Mr 
Gingrich, only get a good long time to 
speak during “special orders” after the 
ordinary business is done. Too bad if 
almost nobody stays to listen. The pro- 
ceedings will still be covered by C-Span 
cable television. 

This ploy annoys the Speaker, Mr Tip 
O’Neill. Last week he ordered the cam- 


civilian control and end such abuses as the 
death squads. He has both the will and 
the guts, he declared, to control and 
discipline Salvador’s security forces. 
Congressmen do not question Mr 
Duarte’s intentions or his courage; a few 
do still question the wisdom of giving 
military aid until it is demonstrated that 
El Salvador’s military commanders are 
prepared to support their elected presi- 
dent. Mr Duarte’s record in 1980-82, 
when the army appointed him interim 
president and kept him under its thumb, 
is a weaker credential than his earlier 
history. Mr. Clarence Long, who chairs 
the house appropriations committee on 
foreign operations and still opposes the 
unconditional aid, said: ‘“The question is 
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Wright in the middle 


eras to pan the empty seats in the house 
and thus show viewers that the reason 
Mr Wright and company did not always 
respond to attack was thé they some- 
times were not there to do so. Tempers 
rose over the next few days and Mr 
O’Neill eventually lost his. He was ruled 
out of order (something that nobody in 
the house can remember happening to a 
Speaker before) and cohorts of Republi- 
cans cheered their guerrilla heroes. 

A saddened man was Mr Robert Mi- 
chel, the Republican leader in the house. 
A golfing and dining friend of Mr 
O’Neill, Mr Michel believes in civility, 
compromise and comity. Yet, wrote Mr 
Michel in the Washington Post on May 
20th, the Speaker “‘must leave the parti- 
sanship to the partisans”. That does not 
sound like Mr O’Neill’s way of doing 
things. A curious little business for Mr 
Duarte to ponder on as he sets about 
establishing his own democracy in 
El Salvador. 


not whether we trust Duarte—we do— | 
but whether we trust the military to let 
him go ahead and do the job”. 

Senator Paul Tsongas wrote in the New ` 
York Times on May 15th of the urgency - 
with which he had been solicited by senior 
reform-minded Salvadorean officers for 
American assistance in cleansing their 
ranks of graft and murder. “‘It is the quiet 
but fateful struggle going on now within 
the armed forces that will determine El- 
Salvador’s future”, wrote Mr Tsongas. — 


Some of the Salvadorean military men A 


now visiting Washington privately con- 
firm this view: wanting to make their 
army more professional, they understand 
that unless they can rid it of both corrup- — 
tion and death squads they will not get the 
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public support they need for their war 
> against the left-wing guerrillas. 
._ ' These officials are discouraged by Mr 
“Duarte’s announced intention to retain 
General Carlos Vides Casanova as his 
_ minister of defence. The general comes 
from the group that engineered the down- 
fall of the reformist junta in 1979 and, asa 
former commander of the national guard, 
he is inevitably suspected of having cov- 
ered up death-squad violence. The Amer- 
icans are uneasy because he was not 
_ Cleared in a state department report on 
_ the murder in 1980 of four American 
_ churchwomen; Representative Mary 
Rose Oakar from Ohio was one of the 
people who raised this with Mr Duarte. 


‘The president-elect said he believed the 


general to be innocent; he has also prom- 
ised that the long-delayed trial of the five 
_ national guardsmen charged with the 
churchwomen’s murder would begin im- 
mediately, which it did on Wednesday. 
- — Mr Duarte explained that he is trying to 
establish “a national dialogue” between 
all sectors: the soldiers and businessmen 
who opposed him and the labour and 
peasant leaders who supported him. Gen- 
eral Vides Casanova will help him, he 


= Says, to gain control over the armed 


services. The feeling of some Americans 
is that the general is an ally he could do 
_ without and that this is the time—imme- 
diately after his election and with Ameri- 
can support visibly dependent on his 
| survival—when he could afford to say he 

- would get rid of him. 

Mr Duarte left Washington on 
Wednesday with his mission accom- 

plished: in these early ‘days at least, 


"congress will give him the benefit of every 


doubt. He was, however, ambivalent 
_ about the other half of the Central Amer- 
_ ican package that Mr Reagan is currently 
_ trying to get through the house: the $21m 
of military aid for the Nicaraguan guerril- 
las fighting the Nicaraguan government. 
Mr Duarte declined the urging of some 
Republican congressmen to be explicit 
about this; it was, he said, an internal 
_ affair of the United States. Publicly, at 
least, Mr Duarte does not want to commit 
himself on Nicaragua. At this stage of 
Negotiation with congress, he preferred to 


concentrate on what he means to do to 


improve El Salvador. Although he ech- 
-oed Mr Reagan in describing El Salvador 
_ as being in the forefront of the battle to 
- check an engulfing communist wave, he 
also echoed Mr Reagan’s previous guest, 
Mexico’s President de la Madrid, in say- 
ing often and plainly that economic and 
social injustice was the cause of his coun- 
‘try’s troubles: left-wing subversion, he 
said, was merely the symptom. 
Congress and the administration have 


` _reached an impasse over the Nicaraguan 


“contras”. The Democrats will not supply 
-50 y 


the $21m Mr Reagan has asked for; they 
are prepared to consider a small sum to 
help wind up the supposedly covert 
American operation in support of the 
contras if they can be sure that it is in fact 
being wound up. Mr Reagan, who urged 
the cause of the contras at his press 
conference on Tuesday, is not prepared 
to consider their termination. 


Neither side is sure what to do. Even if ' 


the CIA operation were wound up, the 
15,000-guerrilla force would not evapo- 
rate and, roaming at large, would be a 
peril to all. One compromise, diffidently 
suggested on both sides of congress, 
might be to keep it, endlessly training, on 
the Honduran and Costa Rican side of the 
Nicaraguan border. Although there are 
reports of much undercover financing for 
the operation—in particular a well-docu- 
mented account in the New York Times 
of May 18th of ships, aircraft and guns 
being traded at nominal rates from the 
defence department to the CIA—the bill 
that authorised last year’s help for the 
contras restricts the administration’s free- 
dom. A clever bit of drafting by Mr 
Edward Boland, the chairman of the 
house select committee on intelligence, 
ensures that any contingency financing of 
the operation has to be cleared first by the 
house and senate intelligence commit- 
tees. How wise of that experienced politi- 
cian, Mr Duarte, to sidestep this 
imbroglio. 


Debategate 


Ashes, perhaps 
muck, from 1980 


WASHINGTON, DC 


Mr William Casey, the director of central 
intelligence, cannot shake off suspicions 
that he unfairly helped to sink President 
Carter. Concluding a year-long inquiry, a 
house of representatives subcommittee 


Casey doesn’t remember 
a 
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identified Mr Casey on May 23rd as the 
man in Mr Ronald Reagan’s camp who ` 
mysteriously got hold of briefing papers 
prepared for Mr Carter’s use in-a critical 
pre-election debate against his Republi- 
can rival in 1980. There is little question 
that the Democrat-controlled commit- 
tee’s inquiry was politically motivated, 
but its findings are still embarrassing for 
the CIA chief. 

Mr Casey was Mr Reagan’s campaign 
manager in 1980. His repeated insistence 
that he has no memory of any Carter 
papers has brought him into conflict with 
Mr James Baker, who now reigns su- 
preme at the White House as President 
Reagan’s top aide. Mr Baker, also impor- 
tant in the 1980 Reagan campaign, says 
the confidential Carter papers—used to 
prepare Mr Reagan for the debate—came 
to him from Mr Casey. Mr Baker takes 
the contradiction as a challenge to his — 
integrity. He has been overheard telling 
associates, it seems, that Mr Casey would 
“rue the day” if their differing stories 
were ever tested in court. 

The conclusions reached by the post 
office and civil service subcommittee, led 
by Representative Donald Albosta, a 
Michigan Democrat, are awkward for the 
administration, even though Mr Reagan 
himself is excluded from any blame. The 
justice department announced after its 
own inquiry last year that there was no 
evidence to suggest a federal crime. Un- 
true, said the committee. The briefing 
papers had to be regarded as federal 
property, it said, and their unauthorised 
transfer therefore proved that some crime 
had been committed. 

The committee’s Republican minority 
did not back the conclusions. No mole in 
the Carter camp could be identified. Mr 
Baker’s contention that the papers 
reached him through Mr Casey was cor- 
roborated, the Democratic majority said, 
by a reliable Baker assistant. The case 
looks rather thin. Mr Albosta is no heavy- 
weight in congress and house Democratic 
leaders have not exactly encouraged his 
mission, believing it could distract the 
electorate’s attention from more solid 
issues that can be mobilised against Mr 
Reagan’s 1984 re-election effort. 


California 


The other Mr Brown 


SANFRANCISCO , 


California’s politics has been largely de- 
prived of sparkle since the governorship 
passed from the unpredictable Mr Jerry 
Brown to sober-sided Mr George Deuk- 
Mejian. But the state has another Mr 
Brown, whose wit, political astuteness, . 
smart suits and volatility inject vitality 
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Northern Telecom 
Northern Telecom is the second 
largest designer and manufacturer 
of telecommunications equipment 
in North America and is a signifi- 
cant supplier of integrated office 
systems. In 1983, revenues and 
earnings surpassed record 1982 
results. Revenues increased nine 
per-cent to $3.304 billion in 1983 
and net earnings (before extraor- 
dinary gains) were up 72 per cent 
to $227.1 million, or $2.05 per 

"share. Northern Telecom’s growth 
is mainly due to its success as the 
world’s leading supplier of fully 
digital telecommunications sys- 
tems, including PBXs and central 
office telephone switches. Shares: 
are listed on the NYSE. 
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This special section contains a wealth of information 
which is available free to Economist readers. 


Annual Reports provide you with a company’s record of 
recent performance as well as its future aims—vital 
information for determining a company’s investment 


Indicate the companies that interest you on the coupon 
response form at the end of the section, and return the 
coupon to The Economist. Your request will be forwarded 
to the appropriate companies who will send you a copy of 


| their Annual Report. 


General Datacom, a major 
supplier of technology ad- 
vanced, LSI-based prod- 
ucts and systems that link 
computers and terminals, 
has been laying down a 
foundation for the future 
that looks solid and pros- 
perous, growing at a rate 
that will surge it past $100 
million in sales this year. 
Significant new RBOC 
data communications 
business should further 
swell GDC sales in 1985. 


Marine Midland, the 15th 
largest banking company in 
the US, provides diversified 
financial services through- 
out New York State and 
elsewhere in the nation and 
the world. Between 1979 
and 1983, EPS increased 
at a compound annual rate 
of 11% and dividends at 
15%. A special strength of 
Marine Midland is the 
unique partnership with its 
51% shareholder, The 
Hongkong and Shanghai 
Banking Corporation. 
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Frank B. Hall & Co. ine. 


—_—_————— Frank B. Hall & 


Co Inc is leading inter- 
national insurance services 
firm with revenues of 
$365, 175,000 and net in- 
come of $12,495,000 ($1.02 
per share) in 1983. Revenues 
have more than doubled dur- 
ing the past 6 years. Currently 
the Company pays $1.00 an- 
nual dividends NYSE symbol 
FBH. The Hall report reviews 
Election Issues through the 


exclusive commentary of not- 


ed authorities in politics, eco- 
nomics, business, and 
academics. 


interNorth Inc 


A 41% increase in net in- 
come from continuing oper- 
ations was attained in 1983 
by InterNorth, an interna- 
tional energy-based corpo- 
ration involved in explora- 
tion and production of oil 
and natural gas, natural gas 
transportation and distribu- 
tion, liquid fuels and petro- 
chemicals. Net income from 
continuing operations was 
$255.4 million, yielding earn- 
ings per share of $5.29, a 
30% increase over 1982. Op- 
erating revenues were $5 bil- 
lion, 20% higher than in 
1982. 





Communications Satellite 
Corporation provides sat- 
ellite-based communica- 
tions services and prod- 
ucts to the international, 
maritime and US domes- 
tic markets. 1983 net in- 
come of $50 million and 
operating revenues of 
$440 million represent in- 
creases over the previous 
year of 16 per cent and 8 
per cent, respectively. Pri- 
mary earnings per share 
came to $2.77. NYSE 
symbol: CQ. 


CENTRAL VERMONT 
PUBLIC SERVICE 
CORPORATION 


CV (NYSE symbol) provides elec- 
tricity to half of Vermont and a 
portion of New Hampshire, areas 
with below-average unemploy- 
ment and a diversified economy. ` 
The return on average common 
equity has been 16% in each of the 
past three years. Dividends have 
increased 59% over the past five 
years. Reinvested dividends quali- 
fy for a 5% discount on stock 
purchases. : 
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Colonial’s philosophy is to 


~ identify insurance needs not 


being met by the majority of 
other companies, to create 
products to meet these needs, 
and to reach selected markets 


in an efficient, cost-effective 


‘manner. In the past four years, 
management implemented an 
aggressive program designed 
to produce an ongoing annual 
growth rate in operating earn- 
ings of 15% Ofmore. (Option- 


_ al) Contact: Gayle O. Averyt, 


Chairman, PO Box 1365, Co- 
lumbia, SC 29202. 
’ 





CSX CORPORATION 


ERFAR = 


CITY INVESTING 
COMPANY 


City Investing achieved record 
results in 1983. The Compa- 
ny's operations are industry 
leaders in central heating and 
air conditioning, water heating, 
business forms, magazine 
printing, homebuilding and 
community development, food 
services, budget motels and 
property/casualty insurance. 






CSX Corporation, the nation’s leading transporta- 
tion and natural resources company, completed 
1983 with revenues of $5.8 billion and assets of 
$10.8 billion. The economic recovery began fa- 
vourably impacting rail traffic in last year’s fourth 
quarter, providing a healthy momentum for 1984, 
and deregulation, marketing initiatives and in- 
creased productivity are keeping the momentum 


going in 1984. 
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AMP INCORPORATED 


Over 15% compound annual 
growth rate in sales, earnings and 
dividends for over 30 years. Good 
growth expected in 1984. 


Sales (Mil) EPS  Div* 
1983 $1,515 $4.55 $1.60 
1982 1.243 3.31 1.40 
1977 633 2.06 48¢ 
1972 302 92¢  22¢ 
*Increased 20% to annual rate of $1.92 
January 1984 


Steady Growth—through new 
products. Sales up all but 3 of 42 
years. 9% of sales spent on RD&E. 
Broad Diversification—leading pro- 
ducer of electrical/electronic con- 
nection and switching devices. ł of 
sales electronic-oriented. (AMP- 
N.Y.S.E.). 
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BANK OF MONTREAL 


With assets over $63 billion, 
Bank of Montreal is a major 
international bank and one of 
the largest in Canada. It oper- 
ates through 1,190 branches 
in Canada and through 49 
branches, agencies, represen- 
tative offices and subsidiaries 
in key financial markets and 
trading areas in 20 other coun- 
tries. 1983 net income rose 
9.9% from 1982 to 
$282,550,000 and EPS in- 
creased 4.6% to $3.87. 



















BRUSH WELLMAN © 
INC 


Another record year by the world’s leading 
manufacturer of beryllium materials. Net 
income from continuing operations 
increased 39% over 1982. Sales of $245.4 
million were up 27%. Earnings per share 
increased to $2.78 from $2.13, and the 
dividend payout rate was increased for the 


eighth year in a row. 


Although the Company is maintaining a 
very good compound growth rate, long-term 
debt is only 15% of total capitalisation. This 
is possible because of the excellent cash | 
flow characteristics of this business. 


BRUSHWELLMAN 


ENGINEERED MATERIALS 








— 
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is a worldwide group 

of companies which 
trades in pulp and paper, 
and manufactures and 
distributes filters, 
plastics, paper and 
packaging. 


For 1983, Bunz! reported 
record financial results: 


E Turnover £541 million 
— up £179 million 


E Pre-tax profit £17.3 
million — up 36% 


W Earnings per share 
33.8p — up 32% 


i® Dividend per share 
11.0p — up 22% 
“E Higher trading profits 
in all four divisions 


Central and South West 
Corporation, an electric 
utility holding company 
with operations in the 
Sun Belt southwest of 
the US, has increased 
its common stock divi- 
dend annually for 33 
consecutive years—a 
record exceeded by only 
four of the 1,500 com- 
mon stocks listed on the 
New York Stock 
Exchange. | 
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Pre-tax Profits increase 25°% 





Earnings per Share increase 9" 





Dividends increase 20% 





Rental Income increases 13" 








Slough Estates develops and 
manages income producing 
industrial and commercial 
property and provides ancillary 
services to many of its tenants. 
Property locations are in the 
U.K., Australia, Belgium, 
Canada, France, Germany and 
the U.S.A. 

The Group's properties are 
strategically located to take 
advantage of improving leasing 
prospects. It is soundly financed 
and has the resources to under- 
take an increased programme in 
response to demand. 


Industries — CEI — 
operates principally in the field of 
electronic engineering with emphasis 
on custom built components and 
assemblies. It is also significantly 
involved in specialist work for 
defence and security applications. 

In 1983, CEI’s performance 
showed considerable improvement 
over the previous year, resulting 
in particular from increased 
productivity and the emerging 
benefits of significant investments in 
group companies during 1982 and 
1983. Turnover increased by 24% to 


- £103.9m, profit before tax was 29.4% 


higher at £9.7m and earnings per 
share rose 30.8%. 


Grace, the world’s largest spe- 
cialty chemical company, ranks 
50th on the Fortune 500 list with 
1983 sales of $6.2 billion. Other 
businesses include agricultural 
chemicals, natural resources, 
retailing and restaurants. 1984 
marks the 50th consecutive year 
of dividends. 


Emphasis today is on new prod- 
ucts, intensified chemical re- 
search and geographical busi- 
ness expansion. 

Our 70,000+ shareholders are 


lad they looked into Grace. 
houldn’t you? 
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6 months | 
ended © 
March 31 
0.6p interim dividend, the (unaudited) 
i St dividend to gary ee e000 | 


Profit before tax £4,229 


aA Board expects pretax Profitattributable to | 
-profitsforthe sixmonthsto Shareholders £2,505 
September 30tobeahead Retainedearnings | £1,380 
those for the first half. Earnings per share a 50p 


in 1983 the Group's year end changed from April 30 to 





- wy regislature. 


- Confusion in California 


Anyone who has tried to follow the way 
in which the states choose delegates to 
attend this year’s Democratic national 
convention will know that the system lies 
on the outermost bounds of the frontiers 
of comprehension. He will also know, 
because everyone does, that Califor- 
nians carry things to extremes. Imagine, 
then, what California’s Democratic lead- 
ers are inflicting on the voters in the all- 
important presidential primary election 
on June Sth. 

California will have 345 delegates at 
the convention in San Francisco, more 
than any other state. But when the 
voters go to the polls on June Sth they 
will be directly electing only 209. Anoth- 
er 28 will be chosen on June 16th; they 
will be selected from among party work- 
ers and elected officials and will be 
allocated among the presidential candi- 
dates in proportion to the votes cast in 
each congressional district in the primary 
11 days earlier. 

Another 69 delegates will be similarly 
chosen, except that they will be allocated 
in proportion to the total state vote (not 
the district vote). And these 69 delegates 
will be picked according to an additional 
set of criteria, designed to ensure that 
California’s delegation reflects the var- 
ied character `of the state. When these 
delegates have been named the total 
delegation is supposed to be half male, 
half female, 16% Latino, 14% black, 6% 
Asian or Pacific islander, and 1% native 


into the sometimes humdrum business of 
government. 

Mr Willie Brown, often referred to as 
the second most powerful person in Cali- 
fornia, is the Democratic Speaker of the 

tate assembly, the lower house of the 
Unlike most Democratic 
leaders in California, Mr Brown has not 
announced whom he favours among the 
three candidates for the Democratic 
nomination for the presidency who will be 
battling for California’s support on June 
5th. Indeed, last month he tried—and 
failed—to set off a boom for Senator 
Edward Kennedy. Now Mr Brown is in a 
position to be wooed by all three. 

Although he is black, Mr Brown never 
set out to become a black leader; he 
preferred to show the way by moving to 
where the power lay in the state. But he 
hopes to persuade California’s black mi- 
nority (only 8% of its population) to turn 
out for the Democratic nominee; . like 
most leaders he expects that Mr Mondale 
will carry off the nomination. Character- 
istically, Mr Brown will make his splash at 
the convention by giving the biggest party 
of the week, so lavish that it is expected to 
cost $400,000, all donated. 

Mr Brown is showmanship, but not all 
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American. Then, when this obligation 
has been met, the aim is to see that 
homosexuals, the elderly, the disabled 
and the poor are all represented. 

The 306 delegates thus selected, either 
directly or indirectly by the vote on June 
Sth, are all pledged. That means that 
they are committed to one candidate or 
another at the convention. But nothing is 
quite as it seems. This year no delegates 
are, in fact, formally bound. The 
pledged delegates may, however, feel a 
greater moral obligation to support the 
candidate to whom they are linked than 
the 39 unpledged delegates who will 
attend the convention by virtue of their 
office alone: they are congressmen, may- 
ors of large towns and other big wheels in 
the world of Democratic politics in Cali- 
fornia. Although described as un- 
pledged, 18 of these 39 have so far said 
they support Mr Walter Mondale; three 
are for Senator Gary Hart. 

The simplest part, you may think, will 
be the direct election of the 209 dele- 
gates on June Sth. Not so. This year, in a 
break with tradition, the voting will not 
be for the presidential candidates but for 
their delegates. Each of California’s 45 
congressional districts will be entitled to 
a minimum of three and a maximum of 
eight delegates, the exact number deter- 
mined by a formula based on the dis- 
trict’s vote in the 1980 election for the 
presidency and in the 1982 election for 
the governorship. The voter will thus 


showmanship. His power over the politi- 
cal process in the largest state is immense. 
He manages legislation, controls commit- 
tee assignments and determines office 
space and staff size for all members of the 
assembly. He had an important say in 
drawing the boundaries of the constituen- 
cies in which candidates for state offices 
must run. And, lastly, he controls a 
campaign purse, this year amounting to 
about $3m in contributions from lobby- 
ists, that he distributes on behalf of candi- 
dates whom he favours. 

For a black, moving within the political 
establishment, to have achieved so much 
says a lot about the political sagacity, the 
drive and the personal magnetism of Mr 
Brown, who for 20 years has been a 
legislator elected in San Francisco. At the 
same time he has also built an extremely 
successful law firm, which represents 
some of the state’s largest urban property 
developers (and raises some eyebrows). 
Mr Brown has a surer grasp of state 
affairs than Mr Jerry Brown, a stronger 
loyalty to the Democratic party and an 


- endearing sense of fun. 


But his ostentatious command of mon- 
ey contributed by special interests and his 
power over the legislature are now under 


AMERICAN SURVEY 


have to choose three to eight names from 

the delegate slates. Since there are six 

presidential candidates—Mr John. 
Glenn, Mr Lyndon LaRouche and Mr 

George McGovern, as well as Mr Hart, 

Mr Jesse Jackson and Mr Mondale— 

there may be as many as 48 names on the 

ballot. The ballots will show which can- 

didate each delegate is attached to. 

Voters may, if they wish, choose dele- 
gates committed to different candidates, 
but only a few delegates are running 
individual campaigns and it is not 
thought likely that there will be much 
ticket-splitting. Thus practically, though 
not technically, the election is likely to 
be winner-take-all by congressional dis- 
trict. Because of this, statewide polls 
(currently showing Mr Mondale and Mr 
Hart level pegging) provide little guide 
to the ultimate delegate allocation. 

The sample ballots customarily sent 
out to all voters in California have not 
apparently led to an eruption of baffled 
queries; perhaps the voters are too bored 
or bemused even to ask for enlighten- 
ment. But those responsible for running 
the election look forward to it with set 
jaws. Although the delegates are elected 
by congressional district, the voting is by 
county. The map of California is so 
gerrymandered that some congressional 
districts ramble over bits of several coun- 
ties. This, combined with the length of 
the ballot and the fact that there will in 
effect be 45 elections rather than the 
usual one, threatens to make this prima- 
ry so confused that no clear result will be 
known until well into the next day. 


Brownholds parties aswellas purse-strings 


attack. The only initiative on California’s . 
June ballot is sponsored by Mr Paul 
Gann, of proposition 13 fame. It is de- 
signed to strip the Speaker’s office of its _ 
one-man rule and to curb the Democratic 


55° 





pole ors 
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party’s power over state politics. It would 
cut all spending on the legislature by 
-30% , give the Speaker’s powers to a two- 
party committee and ensure that the 
Republican members, who would be in 
the minority, had a veto power by requir- 
ing that all decisions be made by a two- 
thirds vote. 
In the guise of “reform”, this is an 
__ attempt by the frustrated Republican mi- 
` nority to capture the power which keeps 
eluding them in California. Since 1979 the 
Republicans have been trying to improve 
their chances of victory in elections for 
the legislature by redrawing the constitu- 


ency boundaries, only to be thwarted 


“every time. The Gann initiative is one 


more such move. 

It is what is called a “sleeper” because 
it is so obscure in its purpose, dealing as it 
does with internal legislative arrange- 
ments, that the voters are both ignorant 
of it and indifferent to it. The press gives 
it little coverage, although the Sacramen- 
to Bee has issued a warning that its two- 
thirds rule would “give control to the 
most extreme and dogmatic elements in 
the Capitol”. 

If the voters approve the initiative— 
and they are expected to—it will be 


Austin discards its dungarees 


Eyen with its knot of new skyscrapers, 
Austin is a small, sunny town where the 
angled parking bays on its main street, 
Congress, look as though they would just 
as soon admit a horse as a car. With the 
pride that small towns cannot resist dis- 
playing, the capital of Texas boasts that 
its state capitol building is seven feet 
higher than the federal Capitol in Wash- 
ington. Yet Austin is now growing big in 
a way that much bigger Houston and 
Dallas could come to envy—as a centre 
of science and technology. 

Texas has traditionally taken a raw 

_ road to wealth, Cattle and cotton were 
the source of its first fortunes in the last 
century; oil and gas have fired its econo- 


my more recently. But the new million- _ 


aires are more likely to have egg heads 
than calloused hands. Texas is becoming 
a magnet for high-tech industry, and 

_ Austin hopes to become its most power- 
ful pole. 

The state capital, a rapidly-growing 
town of 400,000 on the edge of pleasant 
hill country, has earned its new status 
through two notable coups. The univer- 
sity of Texas at Austin, rich and respect- 
ed, impressed the research world last 
month by announcing that it was estab- 
lishing, on a typically Texan scale, 32 
new professorial chairs in science and 
engineering, each endowed with $1m. 

` Apart from virtually doubling the uni- 
versity’s already enviable strength in that 
field, the brain build-up crowned Aus- 
tin’s success last year in winning a fierce 
national contest to lure a unique high- 
tech research organisation whose task is 
to assure America’s dominance in com- 
puter technology. Fifty-seven cities in 27 
states had vied for the privately-financed 

~ consortium, Microelectronics and Com- 

- puter Technology Corporation (MCC), 
and Texas went to great lengths to get it 
for Austin. 

Austin knows what it wants. Take the 
case of Michelin. Most towns conscious 
of theif station—Austin formed its own 
symphony orchestra and ballet to prove 
it is one of them—would welcome such 
_an international industrial aristocrat with 


AUSTIN 


open arms. But Michelin makes tyres. 
Austin has no smokestack industries and 
does not want any. It turned Michelin 
away when the firm wanted to move in. 

Like many another town, Austin sees 
itself as the hub of a high-tech region 
rivalling California’s Silicon Valley and 
Boston’s Route 128. “Hi-yo Silicon,” 
ran the headline on last month’s cover of 
Texas Monthly, picturing a masked new- 
comer about to take over the prairie. 
Austin is still small, even within Texas: 
Dallas, Fort Worth and Houston all have 
more high-tech business and other 
towns, notably San Antonio, are anxious 
to get into the act. But Austin’s aspira- 
tions are better founded than many of its 
rivals’. Nearly 150 computer-clean com- 
panies, among them 3M, have settled so 
far in or around Austin and the MCC- 
University of Texas tandem will, it is 
hoped, produce one of America’s deep- 
est pools of technological talent, spawn- 
ing new enterprises and drawing estab- 
lished ones (Lockheed’s decision to put 
its missile and space division in Austin in 
1981 gave the town an early thrust in its 
new direction). 

The combination of sunbelt weather 
and Texas’s unabashed non-union ways 
is a natural attraction to out-of-state 
business. Already property prices are 
booming. Lurid land deals crouch be- 
hind the city’s upward reaching, Spanish- 
cum-Fifth Avenue skyline. Speculation 
has doubled land prices in the year since 
MCC, now financed by 16 companies, 
decided to move in. 

MCC is run by Mr Bobby Inman, 
formerly second-in-command at the 
Central Intelligence Agency and head of 
the government’s National Security 
Agency, where he ran the team of scien- 
tific experts which gathers America’s 
secrets. The research team he is recruit- 
ing at high salaries for MCC, now num- 
bering 122 but rising to 350 in due 
course, is dedicated to giving American 
business, long-term competitive mastery 
in high-tech markets; MCC wants to be 

- first with a fifth-generation computer 
with artificial intelligence. : 


challenged in the courts. But even if they 
rule it out as an intrusion into legislative 
self-government, what may survive is a 
marked restriction on spending for legis- 
lative purposes. This might appear to be a 
worthy restraint to cost-conscious Cali- 
fornians. But California’s legislature is 
renowned for the excellence of its profes- 
sional staff: including economists, experts 
in fax, education, environmental matters 
and public policy. These aides may prove 
to be the victims of the Republican as- 
sault on Mr Brown’s prodigious money- 
raising powers and his control over the 
assembly. 


No smokestacks, please 

.Mr Inman cites the calibre of local 
academic research as a chief reason for 
his much-courted group’s choice of Aus- 
tin (the University of Texas’s offer of 
free land for MCC headquarters no 
doubt helped). Texas’s “can-do spirit”, 
he says, carried the day. 

Translated, that means Governor 
Mark White’s campaign to provide the 
lure—a public-private inducement worth 


over $20m which looks after everything 


MCC would require from construction of 
its headquarters to use of a jet for its 
executives. “Everyone knew that Texas 
wanted MCC badly enough to offer the 
moon,” complained Lieutenant-Gover- 
nor Leo McCarthy of California, which 
turned on its unrivalled electronic 
charms in vain in trying to capture MCC. 
Sour grapes, says Texas. These days free 
enterprise in America means the free- 
dom of state governments to compete 
with each other to seduce businessmen“ 
by distorting the market. ; 
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_ We have just solved the problems that have 
ade it impossible to invest in U.S. Treasury Bills 
ithout being liable to U.S. Taxes. 

-The solution is called Capital Preservation 

d International. 
i Capital Preservation Fund 
72 \nternational invests only in short 
term U.S. Treasury Bills. Bills 
backed by the guarantee of the 
U.S. Government, backed with 
the wealth of the United States. 
‘And it does it in such a way that non-U.S. 
ens legitimately avoid being liable to U.S. 
sderal and Estate Taxes and may avoid being liable 
eir own national taxes. What is more, it does 

əm the secure pri vacy of Luxembourg, a 

r international financial centre. 

An investment. in Capital Preservation Fund 
r advantages. It gives you immediate 
It has no ə purchase and sell fees. It may be 


require. It offers the full advantages of an 
investment based in Luxembourg. Advantage: 
which you may not be fully aware. 

And it is managed by the Benham 
Management Corporation; skilled manager: 
have over $2.2 billion under management 
sister funds in the United States. 

To learn all of the advantages of thi: 
form of investment and to get a complete 
cation form just send us this coupon. En 
receive immediate and discreet attentio 


To: CPFI, 3 rue Aldringen, 1118 Luxembourg, 
Telex: 2987. Tel: 47 5612. 
Please send your Prospectus to: 


| Capital Pres 
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information for Slavens sharetictere 


up in. al operating: sectors 


“fnethe first halt ot iik current 1983/84 tinancial year (ending 
- 30 September) Siemens recorded new orders of £6,965m, thereby 
< nearly matching the unusually high figure for the same period last 
eat (£6,896m). 
‘a context of widely vatying trends from country to country, inter- 
national business rose 4%, with the U.S.A. yielding the largest increase 
of new orders. The 4% decline of German domestic orders must be 


viewed against the background of last year’s extraordinary rise in order 


receipts (66%) due to major power plant contracts and the expiration 


cor of a Capital investment grant by the German government. Excluding 


power plant business, domestic orders in the Federal Republic of 
Germany and Berlin (West) increased 13%. 


Worldwide sales rose 7% to £5,371m. At 10%, the growth of German 
domestic business was ahead of the 5% achieved internationally, 
Above-average sales increases were reported by the Components, 
Data Systems, and Medical Engineering groups. 


Since new orders again considerably outpaced sales, orders in hand 
increased 10% over the 1982/83 year-end figure to about £16,835m. 
Inventory rose from £4,830m on 30 September 1983 to £5,574m. This 
increase is related to power plant contracts, some of which will be 
billed during the current financial year. 


~ The total number of employees remained urichanged at 313,000, the 
figure recorded at the close of the preceding financial year. There was a 
‘slight decline from 212,000 to 211,000 in the Federal Republic of 
Germany and Berlin (West); however, when adjusted for the seasonal 
departure of trainees and temporary student labour, the figure reflects 
an increase of 1,000. The number of Siemens employees abroad rose 
by 1,000 to.102,000 as a result of the inclusion of the work forces of 
two smali companies. Employment cost increased 5%. 


Capital expenditure and investment was increased 27% to £243m, with 
all operating sectors participating. 

Net income after taxes rose from £93m to £110m. for a net profit margin 
of 2.0% (last year 1.9%). 


‘All-amounts translated at Frankfurt middie rate on 30 March 1984: £1 = 





New orders for components, particularly integrated circuits, rose” 
vigorously. Data processing again achieved two-figure growth: rates. 
The economic revival in key markets was also felt bythe other 


‘Siemens operating sectors, 





1710/82 to 1A083410 : 
31/3/83 | 91/3/84 


Domestic business 
International business 
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international operations 








1/10782 to 
31/3/83 





in-% of sales. 





OM 3.739. 


Yield comparison: Siemens shares vs. fixed-interest 


For investors in the Federal Republic.of Germany, Siemens sh 
have proved a substantially better investment than fixed-i 
rities over the various investment periods up-to year-end 19! 
When allowance is made for dividend income, tax credit, 
changes in the market price, as well as income tax {30 sin the 
exampies), the average net yield per year of Siemens : 

rule, considerably higher than for investments inf ed 
securities. 
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Public sector of discontent 


People who work in the public services 
‘eel—with some reason—that they have 
allen back in the pay league since the 
palmy, not to say barmy, days just after 
Professor Hugh Clegg’s comparability 
commission. Some of them even feel (also 


with some reason) that they have dropped. 


behind in the pecking order as it was in 
the not-so-palmy pre-Clegg days. The 
result is a growing irritation and unrest in 
the public sector which could push the 
government’s spending plans off course 
this year, and mark the first shiver of a 
new winter of discontent. 

Different groups have fallen behind for 
different reasons. The local authority 
manual workers (who have already ac- 
cepted 4.5% from November) still have 
` more people than are needed to do their 
job; and their superfluity of numbers is 
nowadays accompanied by a lack of mus- 
cle. Their earnings in 1983 were lower, 
7elative to other manual workers, than 
they had been since 1970. As for the 
disgruntled teachers and demoralised civ- 
il servants, a side-effect of the fall. in 
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numbers has been that more and more of 
those left are bumping up against the top 
end of their pay scale, with fewer pros- 
pects of promotion. Overall, the squeeze 
is the result of three successive pay 
rounds since 1980 in which pay increases 
in central and local government, includ- 
ing health and education, have been held 
below those in the rest of the economy. 

One sign of the growing head of steam 
has been the postponement of settle- 
ments which would normally have been 
reached by now. The refusal of the water- 
workers to accept an offer of 9.7% over 
two years caught the authorities off 
guard. So did the sudden upsurge of 
militancy among teachers. This week, the 
college lecturers’ national council turned 
down 4.5%. The universities will proba- 
bly follow their lead. 

Out among the nationalised industries 
(whose workers have . generally. main- 
tained their position rather better than 
public servants have since 1980), British 
Telecom looks a possible trouble. spot. 
On Wednesday the executive of the Post 


Office Engineering Union rejected BT’s 
latest offer of just under 5%. Thetailway- 
men are unenthusiastic abouta4.9% offer. _ 
Negotiators have one eye on the min- 
ers, and one on the private sector, where 
the “going rate” seems to be creeping up. 
Settlements are bunched between 4% 
and 8%, but there are fewer at the 
bottom of the band and more at the top. 
Meanwhile, a number of chickens are 
starting to roost. The Office of Manpower 
Economics, told to report on white-collar 
pay as a basis for the civil-service pay 
talks, has reached the unwelcome conclu- 
sion that the comparable range of private- 


sector settlements is between 5% and 


7%. Only 4% of private-sector employ- 
ees, it found, had got 3% or less. The civil 
service unions promptly bid for 6%, 
turned down 3.7%, and are in no hurry to 
get back to the bargaining table. 

The four reports from the review bod- 
ies which examine top salaries, nurses, 
the armed forces, doctors and dentists are 
gathering dust and probably spleen on the 
prime minister’s desk. The nurses, who 
want 20%, are likely to be offered be- 
tween 6% and 8%, doctors and dentists 
7%. The armed forces and the top people ~ 
will probably come quietly for 4%. The 
police, still benefiting from the Edmund- 
Davies report, expect 74% from Septem- 
ber, although there may be efforts to chip 
a little off that. 

All this makes it ever less probable that 
the government will reach its announced 
goal of pay increases averaging 3%. That 
goal was first announced in September 
last year. This year’s public expenditure 
white paper turned the screw by saying 
that 3% already “takes account of 
planned manpower changes”. If the Insti- 
tute for Fiscal Studies is right, the real 


arithmetic is tighter still: its calculations 


How the gap has 
widened 


Real average 
earnings 
1963=100 


All other 
workers 


Source :Niesr review 


















Each 1% on tu public-sector wage bill 
dds oe to public expenditure. This 








jelivering an average in- 
ay bill of around 4.5%. But 
has sat through one of the 
d of trade-union conferences 
rm clouds on the horizon. 



































S clea 
lonopoly is dead, 
g live cartel? 


ning privatisation 





cleaning contractors, interested 
competing for a potential £400m of 
ational health service hospi- 
agreed to pay NHS wage rates. 
22nd, the Contract Cleaning and 
ance Association, which repre- 
ntractors, including the largest 
e this condition into the code of 
“its health-care services 





The public line is that this will 
en some health authorities’ resis- 
privatisation based on fears that 
firms win tenders merely because 
it wages. So it may. But it is also a 
, en competition. 

Though there are likely to be about 
00 contracts up for grabs, the leading 
ntractors do not want to see them split 
p among too many different companies. 
ey have to invest much money, time 
d expertise in preparing tenders, and 
id like to be certain that this will be 
ith a large share of the contracts. 
A thinks the NHS should agree 
| exclusive list of contractors, ie, the 
A's own health-care services sec- 
The. association would also like 
sful tenderers to.be required to put 
p performance bonds. This would fa- 
‘larger, well-established firms. 

The government has shown no sympa- 
r these views. Health ministers have 
d consistently that they are opposed to 
onopoly being replaced by cosy 
d this week Mr Norman Fowler 
“CMA that the pay and working 
uld be settled pay and 


























-Abe associations new wages agreement. 


Some companies are already voicing pri- 
vate doubts that fellow members (not us, 
old boy) will stick to the rules. As. firms 
have already reduced hours and scrapped 
NHS conditions such as generous sick 
pay, some can foresee that a company 
that repeatedly fails to win contracts will 
be tempted simply to cut pay. Rivals will 
then do the same. 


Those who think so point to the dispute 


at Barking hospital in east London. There 
Crothall, part of the Pritchard group, had 
to tender to retain its existing cleaning 
contract. Competitors put in such low 
bids that Crothall had to cut its contract 
price by 40%. It did not cut pay rates, but 
it did cut employees’ hours by 40%, 
setting off a strike now in its third month. 
The result: Crothall hired new employees 
and ‘is still—if not quite up to the same 
standard—getting the work done. 


The economy 


Not so bad 


Whither recovery? A fair enough ques- 
tion this week, as new figures showed that 
the output measure of gross domestic 
product barely changed in the January- 
March quarter. With interest rates in 
danger of rising again, government claims 
of a solid recovery seemed a bit thin. 
Appearances deceive. If the miners 
had been overproducing as usual, gdp 
would have been about {% higher, show- 
ing a rise of more than 3% over 12 
months. And retail sales, which fell by 
24% in the three months to March, 
jumped 34% in April. With the budget 
tax cuts swelling pay packets this month, 
shoppers look like giving the recovery 
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* capital spending on: 


Sowing the 
seed corn 


Ali figures at 1980 prices 
Public-sector fixed 







of the 63% ‘veal’ increase in ‘total it 
ment that it has pencilled in for 1984 
Too bullish; says the National Institute 
of Economic and Social Research 
(Niesr). Its latest review forecasts a rise in ` 
investment of 4.8% this year. It shares i 
the government’s optimism on invest- 
ment by manufacturers (up 11.5% in real 
terms in 1984, thinks Niesr) and service 
industries (up 9. 6%), especiaily as prom 
ised changes in company taxation make - are 
attractive to bring forward. t 5 
and claim the allowances before the} 
shrinking. But Niesr is gloomy 














@ The North Sea. Investment last 
fell by 10.4% in real terms, but wa 
half the total spent by manufac 
industry. Niesr expects a rise. 
2.6% this year. But, to judge b 
record number of exploratory dril 
1983, that may prove too pessimist 
@ Housing. Private housebuilding has 
counted for almost a quarter of the 
crease in total investment in the past 
years, so Niesr expects its real growth to 
slow to only 4.6% this year. But builders: 
must be encouraged by all the talk (and a 
reality?) of booming house prices, so may 
do more than that—provided: mortgage 
rates. do not rise and deter buyers.) 

Niesr offers two. useful caveat about ue 
investment. First, gloom about 
investment can be exaggerated by looking 
at the wrong figures. Government statisti- 
cians choose to treat all asset sales 
council houses, nationalised indust 
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First quarter 1982= 100 
















Once upon a time, if you asked a 
businessman for his view of Corby (if any), 
he was fairly likely to say ‘steel’, or 
something to that effect. A truly well- 

formed businessman might have gone 
-ne word further: ‘steel closures’. In fact, 
the gap between the two, which succinctly 
described what made Corby a singularly 
attractive package for footloose investment, 
has now changed the town, and perceptions 
of it, so greatly that the steel hangover is no 
longer even a slight headache. 

It looked like a fatal blow when steel, 
after bringing massive investment to the 
once tiny village of Corby in post-war 
years, and creating in the process one of the 
first New Towns, was forced to abandon 
actual steel-making there in the 1980s, 
throwing 5,500 people onto the tiny labour 
market. But, although that was hardly the 
idea, steel thus ensured that Corby would 
retain all the government goodies which, so 
politicians hope, will make the rough places 

-iof unemployment smooth. 

The way in which this bounty has 

been used means that, today, the business- 
nan who takes his prospect of Corby from 
close, accurate vantage point will see a 
“place that in many key respects is far from 
_ down-trodden. Apart from everything else, 
the town has exploited the fact that it sits on 
the Midlands-South axis, which is the 
strategic centre of the economy in general 

\ and its distribution system in particular. 


200 NEW EMPLOYERS 
Couple that with the infrastructure 
created in a successful industrial past, and 
with a labour reservoir full of skills and 
‘Scots, and you can see, along with the 
viewing businessman, precisely why Corby 
regularly receives over 200 enquiries from 
interested business parties each month: 
and why in the last four years 200 new 

employers have come into the area. 

_ After all, Corby was selected as the 
first Enterprise Zone in England, opened 
for business on 22nd June, 1981, with due 
pomp and ceremony. And being Zoned in 
this way is the ultimate accolade in the 
~ development world. 
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` Advertisement 


Í 


asks Robert Heller 


Exemption from rates, 100% corpor- 
ation and income tax allowances on capital 
spending on buildings, no industrial 
development certificates, greatly simplified 
planning, even (and this must really have 
hurt the civil servants) a promise that 
‘Government requests for statistical infor- 
mation will be reduced’. 


BLESSINGS 

The 280 acres in the Zone, moreover, 
were only one aspect of the blessings 
(relatively speaking) that government, and 
not just the British government, was (and 
is) willing to shower on Corby heads. 
That’s fortunate, since rapid take-up of 
sites in the Zone means that, although 
factories for lease abound, sites are now 
becoming scarce. But land in plenty is 
available nearby, so the development 
momentum shouldn’t be lost—especially 
since the town seems to be as thick with 
other financial incentives as its country 
approaches, in due season, are with 
poppies. With the Department of Trade 
and Industry, the European Coal and Steel 
Community and the British Steel Corpora- 
tion all weighing in, that mythical view- 
seeking businessman mentioned above 
would have to be some kind of perverse 
genius not to attract some variety of public 
largesse. 


But its a critical foundation of 
management theory, as it applies to 
location, that you go for the place, not the 
perks—or even the parks. In the short term, 
the place must have an appropriate labour 
supply and an appropriate position in 
relation to the key markets. In the long 
term, it must offer an incoming business a 
viable future. 

The two obviously inter-relate. It’s 
perfectly clear that, while today’s 5,000 
strong labour supply is all too ample, it 
won't (even with the large catchment area 
around Corby) allow another employer of 
anything like the size of BSC. Even with its 
steel-making closed, the steel corporation 
needs nearly 3,000 people to make tubes at 
Corby (where it has invested heavily in new 
slitting facilities): as for the next largest 


Robert Heller left Cambridge with a first |. 
class honours degree in History in 1955. 


“The Naked Manager” has been published 
in more than seven countries. His latest book 
on management, “The Business of Success”, 


is published by Sedgwick & Jackson. 


employer, that’s a race to a possibly | 
long-distant finish between Golden 
Wonder Crisps (a Corby veteran) and two ` 
new hot contenders, Commodore Business 
Machines and RS Components: all three 
aim to employ around 1,000 people. 


CENTRAL POSITION 

As the last two names demonstrate, 
Corby has become a centre of micro- 
electronics and new-fangled technology in 
its latest phase: indeed some 10/12% of the 
work force will be in electronics inside a 
year. The earlier trend towards food and 
distribution has also prospered, the latter 
two being to some extent synonymous, 
since Corby’s highly central position on the 
distributive map is what has primarily 
attracted the food manufacturers. 4 

In the 1990s, in consequence of all 
this, Corby will view the steel redundancies 
as sad but extremely remote events of 
bygone days. In fact, 1991 sees the end of 
the initial period for the Enterprise Zone 
experiment—and if the Zone idea is not 
then still working as well as it is in Corby at 
present, it’s hard to see how it can be 
prospering anywhere else. Good as Corby’s 
communications and facilities are now, they 
will be better in 1991 (there’s even the basis 
for a substantial airport). So there’s every 
chance, that the 1990s businessman, asked 
for his view of Corby, will have, not an 


inkling of steel, but a vision of computers, ` 


growth and opportunity. 


This article is number one of a series. They will 
be published together as a brochure entitled 
The Ecorbyist. 


“Copies will be available from Corby 


Industrial Development Centre, Douglas — 
House, Queens Square, Corby, Northants. 


oe 





The May Fair Hotel was opened in 1927 by George V. Over haf 
former glory and to provide the most modem levels of comfort, the May Fair is 


THE MAY FAIR, 
Tel: 01-629 7777 


Telefax: Extn. 2860 
Telex: 262526 


Financial Year 1983 


HOTEL INTER-CONTINENTAL, 
Berkeley Street, London WIA 2AN 1 Hamilton Place, Hyde Park Corner, 
E London W1V 0QY 
Tel: 01-409 3131 Telefax: 01-493 3476 
Telex: 25853 


EBM is 


ALE 218, 


Over half a century (ater it is still a hotel fit for a king. Recently refurbished to recapture its 
j without doubt one of the most individual 5-star luxury hotels in 
London. The reception’s marble staircase and glittering chandeliers set the elegant scene, while each quest room is furnished to the highest 
Inter-Continental standards. Superb French cuisine can be savoured in the classical setting of the Chateaubriand, or there is the Coffee House which 
offers a less formal style of eating. And the May Fair Bar, with its wealth of panelling, has a uniquely English atmosphere. All within a stone's ~ 


throw of Berkeley Square, Bond Street and Piccadilly, and five minutes walk from theatreland. `. 


THE BRITANNIA, 


Tel: 01-629 9400 
Telefax: 01-629 7736 
Telex: 23941 





Grosvenor Square, London W1A 3AN 


lo THE MAY FAIR HOTEL LONDON 
“THE ADVANTAGE IS INTER: CONTINENTAL 


THE PORTMAN INTER-CONTINENTAL, 
22 Portman Square, London W1H 9FL 
Tel: 01-486 5844 
Telefax: 01-935 0537 
Telex: 261526 





SOCIETE GENENE 
BELGIQUE 





c MAINTENANCE OF NET DIVIDEND OF 


' BF9O PER SHARE 
— TRANSFER TO RESERVES OF BFIG3 
MILLION 


— CAPITAL AND RESERVES AS AT 
31.12.1983: BF34,787 MILLION 


_ The General Meeting of sharehold- 


F 


ers held on 2nd May 1984 approved 


_ the accounts for the year ended 31st 


December 1983. A net dividend of 
BF90 on each of the 10,878,613 
shares existing before the capital 
increase of November 1983 became 
payable on May 8, 1984. 


* * * 


In the Annual Report, the Directors 
draw the attention to the intense 
activity in 1983, in the financial mar- 
kets in Belgium, particularly in the 
realm of rights issues. ` - 


` 62 


The Société Générale played a lead- 
ing rôle in this development; in accor- 
dance with the plan outlined in last 
year’s report, it launched a major 
capital increase in November, and 
raised BF5.5 billion through a new 
share issue. 


This capital increase has brought 
about an improvement in the finan- 
cial structure of the Company. The 
ratio of own funds to fixed assets and 
investment holdings rose from 69% 
to 82% notwithstanding an increase 
of 9% in investment holdings. 


After an analysis of the economic 
background and of the conjonctural 
evolution in the industrialised coun- 
tries in 1983, the Annual Report pro- 
ceeds to a review of the various 
companies comprising the Group, 
among which the nouvelle Union 


Miniére which continued the imple- 
mentation of its internal restructuring 
programme which it had embarked 
on in 1982. 


The principal activities launched by 
the other companies of the Group, as 
Sofina, Tanks, Genstar, Société 
Générale de Banque, Tractionel, 
Electrobel, Sibéka, BN, FN, Carbo- 
chim, PRB, CBR, CFE, Arbed, Sid- 
mar, CMD...are detailed in this 
Report. 


* * * 


This report is now available from 
Société Générale de Belgique, Infor- 
mation Department, rue Royale 30, 
B-1000 Brussels (Belgium), tel: 
2/517.16.76, as well as from Banque 
Belge Limited, 4 Bishopsgate, GB— 
London EC2N 4AD, tel: 1/283.10.80. 
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- etc) as reducing public investment, so the 
total appears to have plunged by 14% in 
real terms since the Tories took power. 
Add back those sales, though, and the fall 
has been less than 3% (see middle chart 
on previous page). 

The second qualification is that each 
pound of extra investment does not mean 
an extra pound of gdp. Last year, 44% of 
all investment in plant and machinery 
took the form of imported capital 
-goods—a share that had been only 31% in 
1980. These imports count as a minus in 
the gdp total—and if investment booms 
this year, the trade figures could turn 
sour. 


‘Scottish jobs 


nd now for 
Ravenscraig? 


The Scottish economy is like a bath with 
the taps running and the plug out. Thou- 
sands of new subsidised 1980s jobs in 
micro-electronics are being poured in 
while thousands of subsidised 1960s jobs 
go down the drain. Were it not for the 
100,000 real jobs flowing from the North 
Sea (and set to rise), an industrial disaster 
would be a cataclysm. 

The run-down of the BL truck factory 
at Bathgate, announced in BL’s corpo- 
rate plan this week, will mean an extra 
1,800 on the dole queues of the area 
outside Edinburgh on the Glasgow road 
where jobs run from mining to trucks to 
micro-electronics in the nearby new town 
of Livingston. Despite that dash of new- 


On a road to nowhere 
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‘town high-tech, there are 10,400 people 


looking for work in the area. The overall 
unemployment rate, other things being 
equal, will rise from 20.2% to 23.6%. 

The Bathgate truck plant was the great 
new hope of a depressed mining area in 
the early 1960s. Miners and Glasgow 
overspill workers were drafted into its 
engine plant and assembly lines. There 
were repeated labour problems with a 
workforce unused to the discipline of 
assembly lines. It has been run down from 
a peak of over 6,000 only five years ago as 
business went from bad to worse. Truck 
assembly collapsed when the few export 
markets served by the plant (notably 
Nigeria) slumped in the recession ‘and 
international debt problems of recent 
years. 

Making truck engines, which has re- 
cently been the plant’s biggest activity, 
became hazardous when the British truck 
market collapsed. BL’s truck company, 
Leyland Vehicles, could serve the entire 
British market now from its Leyland base 
and Bathgate. But Leyland Vehicles, pro- 
ducing a mere 11,000 vehicles compared 
with 41,359 in 1975, has only 15% of the 
depressed market. With truck losses of 
some £70m a year dragging down the 
recovery in other parts of the motors 
group, the closure was inevitable—in- 
deed would have happened before but for 
the Scots’ political clout in the cabinet. 

The choice of Bathgate for the plant 
was the result of the same regional policy 
that was steering the steel industry into 
splitting investment between depressed 
Wales and Scotland. But the result of 
driving branch factories into depressed 
areas is that the impact when they have to 
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be closed down in recession is all the 
greater. 

The Scots are now bracing themselves 
forthe closure of Ravenscraig, with 4,000 
direct jobs involved and about as many 
outside. The BL corporate plan was held 
up for months while Whitehall sweated 
over the Bathgate closure, the most con- 
troversial bit in it. Likewise, the British 
Steel plan is being passed uncomfortably 
from one pair of Whitehall hands to 
another because it says that the steel 
corporation wants to close Ravenscraig. 
Now that the government has signalled 
the end of the line for Bathgate, how long 
can it deny BSC’s boss, Mr Robert Has- 
lam, what he wants? 


Coal strike 


At least they met 





If the coal strike were happening in any 
other industry, it would now be near 
resolution. Middle managers and union 
officials would be meeting in quiet hotels 
to fix a fudge or something that looked 
enough like one to let the union sell it to 
its members as a victory. But the British 
coal industry is about as simple and 
straightforward as the Middle East. So 
the first meeting since the strike began 
between the coal board and the executive 
of the miners’ union ended in acrimony 
on May 23rd, with no immediate hope of 
progress, after Mr Arthur Scargill had 
proposed that the board call off its closure 
programme before real talks could start in 
a joint working party, and Mr Ian Mac- 
Gregor had said no. Even so-called mod- 
erate members of the miners’ executive 
agreed the meeting had been a waste of 
time. 

The breakdown of Wednesday’s talks 
came after a week of rising expectations: 
that some kind of deal might be patched 
up. Privately the coal board was signalling: 
that it could help construct ladders for Mr 
Scargill to climb down, without in any 
way compromising its own plan to close 
high-cost pits and bring capacity down 
4% into line with demand. It was not to 
be. The political history and baggage that 
the union and the board (with govern- 
ment looking over its shoulder) carry 
were still too heavy for them: 1926 is as 
yesterday for Mr Scargill; 1972, 1974 and _ 
1981 (when it slowed closures under 
threat of a strike) for the government. 

Yet the gap between them, in practical, 
rather than political, terms appeared very 
narrow on Wednesday when Mr MacGre- 
gor told journalists—after the meeting— 
that he was prepared to be pragmatic 
about the 4m tonnes capacity cut he had 


| Originally unveiled at a meeting with the 


mining unions on March 6th. He clearly 
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| Meanwhile, at 
R: : ` deadlock to the next, an alt 
_ coalfields of the Midlands. 


_ Mention Mr Scargill on a North Derby- 
shire picket line, and the most likely 
reaction is embarrassed shuffling of the 
feet. The Yorkshireman is no hero in this 
> area of the Midlands, even among the 
- |- most dedicated supporters of his strike. 
` (Those who would like to see an end to it 
are inclined to cry “Chuck ’im down 
pit’). North Derbyshire voted—margin- 
ally—against a strike, but area delegates 
- overturned the decision. Mr Ken Moses, 
North Derbyshire’s tough area director, 
thinks his coalfield could yet be the one 
to lead a move back to work. 
- „At Bolsover colliery, in the NUM’s 
Nottinghamshire area, around 200 of the 
` pits 850 men have kept the winding 
` wheels spinning throughout the dispute. 
- Markham colliery, just a few hundred 
yards down the road but in the union’s 

North Derbyshire area stands, in con- 

trast, in blegk immobility. Shirebrook, 
-not far away, is another pocket of resis- 

tance, with around 20 men turning up for 

work on most days since the strike 
began. 
On May 18th, all North Derbyshire 
_ miners received a letter from Mr Moses, 

setting out the coal-board’s arguments, 
_ and dangling the bait of holiday pay for 
the week beginning May 28th for those 
who showed up during the previous 
week. It worked—sort of. At Markham 
colliery, a handful of men made it 
through the reinforced picket line on 
Monday, and perhaps twice as many the 
next day. At Shirebrook, the numbers 
had jumped to 48 by Tuesday, May 
22nd. 

So far so good, Mr Moses. But it 
hardly adds up to a victory while there 
are 300-odd pickets assembled outside 
each pit. The pickets are well-organised, 
with natural leaders in their union offi- 
cials, The “scabs” are not only lacking in 
numbers; they are also short on 
` leadership. 


4 





meant that closures in 1984-85 could now 
be smaller than the original plan, partly 
because of production lost in the past 11 
__ weeks of strikes and 19 weeks of overtime 
- ban. The board has invited the union to 
< further talks at which, in Mr MacGregor’s 
words, “the 4m tonnes is up for 
discussion”. 
= Mr Scargill is still hoping to woo the 
= Nottingham miners into joining the strike 
by hyping the intransigence of the coal 
- board. That is pie in the sky. But the 
board is little better off; the main hope it 
has of getting any real change from the 
= union is if local areas put pressure on 





the pithead 

s While Mr Arthur Scargill and Mr lan MacGregor grind their way from one 
ther different struggle is taking place in the 
ur special correspondent has been to the 


_ border between Nottinghamshire (most miners working) and North Derby- 
- shire (almost all out) to assess the possibility of a return to work. 


_ to slog on. 


The coal board is keen to nurture 
initiatives such as the court action taken 
by Nottinghamshire miners against their 
union leadership, and that taken by the 
Lancashire miners against their suspen- 
sion from the union for fiye years. But 
these are rare cases. Nor are the strike- 
breaking miners typical of the work- 
forte. Among the men at Shirebrook on 
Tuesday, this correspondent could not 
find one Labour-voter; in other words, 
the men who have returned to work are 
those who would always have been 
against the strike. There is no evidence 
that those who voted for it (almost half in 
North Derbyshire) are changing their 
minds. 






















But how united are we? 


their members of the executive to influ- 
ence Mr Scargill. That will not happen 
until there is a real drift back to work. No 
other British union leader enjoys such 
dominance over an executive committee 
as Mr Scargill, backed up by his shock- 
troops at the,pithead. 

There comes a point in some industrial 
disputes when it is as difficult to get the 
men back to work as it was to get them 
out. Normally that would be done by a 
compromise at the top. After the acrimo- 


nious collapse of Wednesday’s talks, both 


sides, burdened by their history, 


look set 


_ There are few signs that miners are 
being starved back to work. The lack of 
money is biting hard, even though at 
least one local pub has taken 2p off the 
price of a pint. But those who are 
grouching are the men who do not want 
to be on strike. To the loyal union men, 
hardship is something to be proud of, 
and besides, as they put it: “We can’t go’ 
back now; not after what we’ve been 
through.” 

The most important question is what is 
happening to those men who are neither 
at work nor on the picket line (the 
manager of Shirebrook, Mr Bill Steel, 
reckons no more than 350 of his 1,900. 
men have ever joined the picket). To- 
day’s mining communities are less close- 
knit than they were, and most of their 
inhabitants do not nail their colours to 
the mast. If they are staying home and 
keeping quiet not out of choice, but 
because they dare do nothing else, then 
perhaps the trickle back to work could 
become a flow. But there is little sign of 
that yet. 











































Mr James Prior 


Tired 


Mr James Prior, the Northern Ireland 





secretary, is tired of getting nowhere. 
This week he said on a local radio phone- - 


in programme that “the time does come 
when a fresh mind ought to be brought in. 
I think I probably have done about as 


much there [in Ulster] as I am going to ` 


do”—thereby making that more likely. 
_ Certainly Mr Prior has not had much 
joy in Northern Ireland, so often a grave- 
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yard for political reputations. It had been 


widely expected that Mrs Thatcher would — 


offer him a home posting in the autumn. 
He has now damaged his effectiveness as 
Irish secretary by publicly anticipating the 
move. Mrs Thatcher did some repairs by 
telling members of parliament that he is 
“very effective”. Mr Prior himself prom- 
ised the people of Northern Ireland that 
he would work flat out “over these next 
few months” for “one more effort” to 
reach a breakthrough. 

Mr Prior is weary. When he went to 
Treland, the Tory party was divided over 
Mrs Thatcher’s economic policies, and 
Labour had a lead of six points in the 
opinion polls. In return for his exile, he 
insisted on remaining a member of the 
inner cabinet economic strategy commit- 
tee. It proved a token victory. He lacked 

strong economic staff in his department; 
~~ has frequently been prevented by his 
Ulster duties from attending the commit- 
tee; and politics ‘have moved on since 
September, 1981. His immediate succes- 
sor at employment, Mr Norman Tebbit, 
proved more effective than had been 
generally expected. The general election 
Suggested that high unemployment was 
not the political liability which Mr Prior 
and other Tory wets had assumed it to be. 

Mr Prior cannot claim that he has 
lacked Mrs Thatcher’s support for his 
Ulster initiatives. His public breast-beat- 
ing came before his proposals in response 
to Dublin’s “forum” report had even 
gone to his colleagues or Mrs Thatcher— 
and can hardly have done them much 
good. But the prime minister has studi- 
ously insulated Ulster from the harsher 
dictates of her economics. Treasury subsi- 
dies continue to flow. 

Mr Prior may well be content to take 

mself out of the government when the 
-~Shuffle does come. A Suffolk farmer, 
` with solid business directorships when he 
was last a back-bencher, he has recently 
acquired, in partnership with the Sains- 
bury family, farm interests in Hampshire 
to which he would like to give more 
attention. On the back benches he would 
` be unlikely to give, or indeed to try to 
give, Mrs Thatcher any more than the 
modest trouble she has had from Messrs 
Heath, Gilmour and Pym. At the next 
election he could well choose a transfer to 
the house of lords. 

Certainly Mr Prior will have focused 
Mrs Thatcher’s thoughts on the need to 
reshuffle her cabinet, and probably `a 
considerable number of ministers below 
it, after the summer holiday. Mr Prior 
would probably be attracted only by the 
home office, foreign office or defence. 
Neither Mr Leon Brittan nor Sir Geoffrey 
Howe nor Mr Michael Heseltine would— 
or should—readily be moved to make 
room for him. 
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Free air 


The government is wedded to freedom, 
competition and the communications ex- 
plosion, right? Yes, indeed, and to prove 
it the industry department this week put 
out a green paper on the usé of the 


wavebands that will be vacated when 
Britain’s ancient 405-line black-and- 
white television broadcasting closes 
down at the start of next year. The aim: 
to make room so that the present 
370,000 or so mobile radio stations of all 
sorts can grow to the 1.6m-2.3m that 
communications suppliers and consum- 
ers may want by the end of the century. 
Splendid. And meantime what is the 
government doing about the enterprising 
pirates doing old-fashioned steam broad- 


North London polytechnic 


Left fascism 
would like to rule 


“Fascists don’t deserve education” ran 
one of the slogans with which some scores 
of students at North London polytechnic 
have been trying to prevent Mr Patrick 
Harrington, a member of the National 
Front, from acquiring his there. 

Even were it true, it is a double-edged 
slogan, you might think, though the peo- 
ple using it plainly hadn’t. Left fascism is 
a fair description of the past weeks of 
picketing, abuse and intimidation direct- 
ed against Mr Harrington. Only this week 
did the weight of the law enable him to 
attend a lecture (on Hume), after the high 
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It took the law.and his solicitor to get Patrick Harrington in 


casting to local communities, like the 
Greek Cypriots who keep their north 
London compatriots entertained? Last 
weekend’s newspapers suggested White- 
hall was about to make them legal. 

Consternation in the home office. Not 
on your Melina Mercouri, it put up Mr 
Douglas Hurd to declare this week. 
Efkharisto very much, quoth Mr Hurd, a 
minister who would greet the arrival of 
the kingdom of heaven po-faced with a 
demand to check its passport, but White- 
hall was about to do no such thing. On ` 
the contrary, it was looking at ways of 
cracking down on the naughty pirates, 
who provide “unfair competition” be- 
cause they interfere with allotted fre- 
quencies (hardly, in fact) and are “sub- 
ject to no control or standards”. Nanny 
does not like that. 


court had rejected a weasel proposal from 


the college authorities that they should. 


educate him in private instead. 

What was his crime? He is an active 
member of his party, a party that has 
obnoxious views and is ready to use 
abuse, intimidation and violence to 
spread them. But not ever Mr Harring- 
ton’s enemies have accused him personal- 
ly of doing that, let alone of doing it at the 
poly. The only excuse offered is (to 
borrow words from the Guardian news- 
paper, which accepts it) that he is indeed 
an activist and that other students “are 
afraid to express their own views in his 
presence”. : 

Really? All over Britain students are 
happy to proclaim not just far-left views 
but active membership of far-left organi- 
sations—yet one National Front member 
is enough to terrify into silence the hun- 
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ly more credible was the simil 
offered by some of the poly teach- 
for refusing to help the college obey 
urt’s order to identify students 
raphed defying its injunction to let 
ington pass: that these people 
ight be set upon by the National Front. 
ittle more likely, perhaps; except that 
scist thugs, right or left, normally pick 
ir victims by face rather than asking 
eir names—and that the only 
so far seen at the North London 
me from the left. 
hers would have been on more 
ble ground, if still at risk of the 
d they stuck simply to the other 
ley gave the court on Wednes- 
lain English, that they could not 
“to nark on their pupils. 
though it is a pity that this 
pupils did not extend to the 
larrington. But if you don’t 
to intervene, you must do so 
nd the disruption, the col- 
tias, not just the teachers, 
to exclude Mr Harrington 
from the campus and (to 
again from the Guardian, which 
inks: they should have been 
ng since) then to “segregate [him] 
the other students, thus’—sic— 
eserving everyone’s rights and liber- 
. Why Mr Harrington? Why not, 
sy agreed to stop, those who were 
ing the disruption? 


aves with the forgotten 
tion. In a green paper this 


have a najority ‘on the governing 
chools maintained 5 local 


gives it. 

This is a compromise between free- 
market dreams of education vouchers and 
of making each school an independent 
body, and the more cautious approach to 
increasing the power of “consumers” (or 
rather, of their parents) espoused by Sir 
Keith’s officials. Cleverly, the green pa- 
per does not look as if it is taking much 
power away from the local authorities. It 
implicitly (and rightly) suggests there has 
been a vacuum in policy on the ways 
schools are run, and what they teach, 
which faute de mieux has been filled by 
professional teachers. Sir Keith proposes 
to give real powers to authorities and 
parents instead. 

The document still leaves acres of grey 
areas.. The balance of power over the 
curriculum will have to be worked out: 
how, for example, will a local authority 
which wants all its schools to teach “peace 
studies” deal with governors who want no 
such thing? There are similar uncertain- 
ties over the appointment of teachers. 
And, as ever, implementing Whitehall’s 
grand ideas in the 96 English and Welsh 
local education authorities will produce a 
patchwork response. 

This uncertainty will make it easy to say 
that there is less to the proposals than 
meets the eye. Not so. From a longer 
perspective the green paper looks like the 
first step down a road that could revolu- 
tionise the way education is provided 

Sir Keith has gone much further than 
any other education secretary in setting 
national criteria for what children are 
taught and, if his plans on examinations 
bear fruit, he will be able to insist on 
national standards of attainment. Now he 
is giving more power to parents. Once 
they get it, they will sooner or later use it, 
and clamour for more. “More” might 
mean greater control over finances (the 
green paper says its proposals on discre- 
tionary funds are only a minimum), or 
evena vetoover allteaching appointments. 


And the local authority? It would seta local: 


budget, see that national standards were 


E metinits area, pick up the piecesif anything 
"went wrong, and not much else. And 
_ teachers? They will moan. 


Does all: this make sense? Probably; 
yes; but, unless the consultation exercise 


“is properly handled, few will say so.. 
ents don’t read green papers, teach- 


ions and local atm bonty officers sdo 


not prove they 


z y 
a ge the money the local authority : 


Less than a dozen MPs at any ee 
bothered: to attend Monday’s debate on 

Europe. None. of the parties. Sa 
able to generate a sense of hustin 


. troversy. Only the BBC, with custom 


overkill on matters political, has threa 
ened to swamp the airwaves with phone- : 
ins and election specials. : 
With Mrs Thatcher battling against , 
Britain’s budget contribution ang. the 
common agricultural policy, no party: 
afford to be thought too strongly Europe- 
an, though the Liberal/Social Democra 
alliance has that reputation. But ni body 
is simply saying “pull out”. Real | 
policy arguments will be few. 
The only interest in the election 
on the result, with the alliance ho 
improbably, that it might secur 
votes than Labour. In'a very low t 
its more enthusiastic voters. migh 
this badly-needed propaganda cou But | 
it will have to poll well indeed to win a fai 
share of seats. p 
Low the. turn-out will be. ‘The. i 
Gallup poll reports that 27% of the 
torate “will certainly” vote on June 14th; 
another 25% . “will probably 
Humph. At the Euro-elections of 197 
even more people said they intended to 
vote, but a mere 32% in Britain hough i 
over 55% in Northern Ireland, wh eso 
proportional -representation fo 
elections) actually did so. 
And yet, bored as they may! be, a 
ing to opinion polls British voters vies 
the EEC as they do the weather: the, 
don’t like it, but are prepared to put T 
with it. Only 32% of Gallup’s ; 


bership isa good thing; 38% thin 
one.: But, given a chance, they- 
probably not vote to withdraw. : 
on membership has changed littl 
year ago; and when Gallup a 

then how feet would vote 


er than the 65% who actu: 
“yes” in 1975. 

As for the Europe 
Marplan survey in 

10%. thinkí ing th the 





rica corporate protiee rose an 

rage 3.9% in the first quarter; real 
1p rose at an annual rate of 8.8%, 
ranks: to a big inventory build-up. 


ity committees galore: the 


rnor of the Bank of England now — 


one to advise him about self - 


ation; reactionary stockbrokers _ 


prother tooppose - 
ibe lisation 


0-Salomon said itis thinking 
ling its non-oil commodity 


vision, the world’s biggest, - 


T ployees. 


5 voters rejected a proposal to 
er bank secrecy laws. 


ks oko down between South 
an bosses and the black miners’ 
The country faces its first legal 
iners’ strike in the gold 


h Grenton, the largest London 
hant bank still privately-owned, 
linking about going public. 


fatican bank agreed to the plan 
idying up the tangled affairs of 
0 Ambrosiano. 


ritish government agreed to let 
the state-owned car firm BL close its 
ig truck plant at Bathgate, west of . 


| Edinburgh, with the loss of 1,770 


YMar31 


jobs; and sell its Jaguar subsidiary to 


private investors; 


Limited inc tactically withdrew from 


‘its battle to take over retail chain 


Carter Hawley Hale. 


Beatrice Foods is bidding $2.5 


| billion for rival food firm Esmark. 


Esmark bought Norman Simon last 
year for $1 billion. 


John Fletcher, managing director of 
Asda, the grocery chain big across 
northern England, was sacked. 


Nigeria and the IMF failed to come 
to terms for a loan to tide the country 
over its cash-flow crisis. 


The Anglo American group boosted 
its share of rival mining house Gold 
Fields of South Africa by 5.6%. An 
inch along the road to a monopoly 
South African gold producer? 


won Oil of inl 


governments. The 
government said i 
operate. 


French prime mini 

Mauroy, urged unions to press 
35-hour week in negotiations 
promised no further legislatio 
working hours. French railwa ft 
Struck against pay cuts imposed 
them along with a 35-hour week. 


Ford is buying a 70% stake i in 
Starnet, the Californian 


telecommunications Suenan Fro i 


cars to stars. 


Economic and financial indicato 
are on pages 113-114. 


The world’s biggest farm-equipment maker wate fh 


soon have tori 
The Canadian. oil company said it had reached: agr 


{(+450}tt 


uce producti 


97% of the debt it wants to refinance. 
Recession in the macano-tool industry has: 
Japan's biggest robot maker. 


Britain's computer flagship is soon to launch a a new 
sized pomputer: the first result of its technology 


Japan's Fujitsu. 


After halving its losses, Europe's largest tyre maker w wa ni 
its French workforce by §,600. : 


Despite the: terrible: drou 
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nt, South Acs aged a 7 


_increased profits by boosting, productivi 


Sales of photocopiers rose. 19% to ot or 56% the 


Japanese company’s turnover; exports fos 











ASSETS 
million £ (*) million £ (*) 
tenement 


ee rennet 
Cash and Due from Banks 4.245 Deposits 10.693 
Me eee enna nee nr enna 
Securities 3.580 Mortgage and other Bonds 3,357 


i i mnene e a Z maraani 
Investments in Subsidiaries Other borrowed funds 856 
and Associated Companies 210 Shaka eTe Liabilities 2.556 


ernest 
toans Total Liabilities 17.462 
{Reserve for possible loan losses) {204) eaaa 
bac: mno eina aneian 
Premises and Equipment 214 


ran aaeanoa 
Other Assets 27038 CAPITAL FUNDS 
A 

Total Assets 18.287 Total Liabilities and Capital. funds 


{*) Rate of exchange as at 31 December 1983-1£ = 2401,4 Italian Lire 
After provisions to reserve and market valuation adjustments to securities 
aggregating £ 160 million and after crediting £ 92 million to retained earnings, 
the net income available for distribution amounts to £ 43 million. 
Capital funds, together with reserve for possible loan losses and retained profit, 
reach £ 1.020 million. 


An Italian Public Law Bank established in 1563. 
Head Office: Piazza San Carlo, 156 - Turin (Italy). 370 Branches in Italy. 
Foreign Branches: Amsterdam, Frankfurt, London, Los Angeles, Munich, New York. 
: Representative Offices: Paris, Zurich. 
Foreign Subsidiaries: First Los Angeles Bank, Los Angeles - Sanpaolo Bank 
(Bahamas) Ltd., Nassau - Sanpaolo Lariano Bank S.A., Luxembourg. 
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re starting to enjoy is passing 
two big motor firms by. State- 
jault, once the pride and joy of 
ustrial planners, and the pri- 
ugeot group are both over- 
ed, selling ageing models and bur- 
“by heavily loss-making subsid- 
Between them, the two groups lost 
billion ($1.6 billion) during 1981- 
billion of that came last year. If 
ad ‘done its sums differently, the 
loss would have been even higher. 


, Renault slipped from first. to 
lace in the bunched European 
*eugeot was barely ahead of it. 
‘French domestic market, ‚which 
ants. for half the two groups’ sales, is 
acting under the impact of the Mit- 
d government's austerity pro- 
and high interest rates. In the 
months of 1984, car registrations 
were 13% lower than im the 
period of 1983. Renault’s registra- 
were 20% lower; Peugeot's registra- 
5-11% lower. Imported cars looked 
_ Imost- healthy, with a drop of 8%.. 
eugeot made only Peugeots, it 


PARIS 


would be a lot better off. Sales of Peugeot 
cars have been buoyant, thanks to the 
success of its 205 model. But the group’s 
other two marques, Citroén and Talbot, 
are in trouble, Citroén sales so far this 
year are running 12% below 1983’s level. 
Worse for the group, Talbot’s have 
halved over the past 12 months. 

Peugeot needs to modernise and to 
reduce its labour force. A modest mo- 
dernisation effort increased the group’s 
long-term debt by 40% between 1980 and 
1982. Now Peugeot is finding it hard to 
give workers the push in the numbers that 
management thinks necessary in this 
automated age. 

Mr Jacques Calvet, chairman of the 
group, has warned that Citroén could be 
dead in three years if it cannot get rid of 
enough jobs. Productivity at the big Ci- 
troén plant at Aulnay-sous-Bois, on the 
outskirts of Paris, is back to 1981 levels. 
Mr Calvet reckons that this puts Aulnay 
15-20% behind Volkswagen plants in the 
productivity stakes. 

Peugeot's job-cutting plans at Citroën 
and Talbot have run into opposition from 
the government as well as from the 
unions. The Mitterrand administration 


` Peugeot moves up in Renault’s slipstream 


French market shares 
Car registrations, first 4 months: 


Renault group 
FFrbn 
Sales 

















Peugeot group 


EFrbn 


has brought itself to a 
need to shed unwanted jo 
insisting that Peugeot does so 
ly to French workers as 
-early retirement and repatria 
for immigrant workers rat 


forcing redundancies. 


This means that only 4,000 of the 
job cuts which management thinks 
tial at Citroén have been approve 
social affairs ministry. The 
stepped in as a mediator. a 
occupied the firm’s Paris-region | 
10-days in mid-May. Things ; 
at Talbot’s plant at Poissy, w 
where planned job cuts prov 
opposition from immigrar 
beginning of the year; it 
1,000 workers too many. 
ment-inspired compromi 
luctantly by Peugeot. M 
cool about government sugge: 
he should bring in a 35-hour 
“save jobs”. He no doubt regards 
German sort of rubbish. © 

Peugeot’s heavy losses h 
feature of the French motor 
since 1980. Renault’s trou 
recent. The group went in 
loss in 1981. The 1983 figure, 
on May 23rd, does not look a 
been expected—at first sigh 
forecast of FFr2 billion, the 1983 
reported as FFr1.6 billion. 

This was. largely: due t 
accounting procedures and t 
of start-up costs « on new prodt 


European mar! 





Watch this Espace 


out the change, last year’s loss would 
have reached FFr2.9 billion. Renault’s 
finance director, Mr Pierre Souleil, still 
describes last year’s performance as 
“mediocre”. 

-Because it is a state-owned firm, Re- 
nault is taking a softer approach than 
Peugeot to overmanning. About 3,500 
workers are due to go under an early 
retirement schęme agreed with unions in 
April. But, in all, Renault’s job cuts may 
have to run to 14,000. The company’s 
-immediate concern is with modernising 
its production lines and its models range. 
Mr Bernard Hanon, the Renault chair- 
man who was reappointed for a new term 
by the government on May 23rd, is push- 
ing a FFr10.5 billion investment pro- 
gramme for this year (with probably as 
much again to be spent in 1985). Re- 
nault’s long-term debt has risen by 55% 
since 1983, to FFr28 billion. 

When Mr Hanon first took over at 
Renault, he inherited a policy of sticking 
with established winners. Renault took 
too long to recognise that yesterday’s 
champions eventually need retirement. 
But the company has started to breathe 
new life into its range with the upmarket 
Renault 25, which is selling well. A new 
version of the runabout Renault 5 is 
expected this autumn. In July, the compa- 
ny will launch what it trumpets as the start 
of a new generation of cars, the Espace, a 
single-box sedan that looks like a stream- 
lined luxury van, complete with revolving 
seats and a top speed of 110 miles per 
hour (see above). i 

As Renault’s overseas operations in 
America, Spain and Argentina are look- 
ing healthy, the company hopes that its 
modernisation programme and new mod- 
els will return it to profit within two years. 
Its. car division showed a profit of 
FFr674m on the 1983 results, but this was 
because of a good first half to the year and 
the accounting changes. The firm’s 
heavy-vehicles division lost FFr2.2 billion 
in 1983, Price wars among lorry-makers 
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seem to mean that the more lorries Re- 
nault sells, the more it loses. But the 
company waves away suggestions that it 
might hive off its lorry division. It thinks 
it can sit tight until better days dawn. 


Gulf oil 


Little ado about 
something 


While attacks on oil tankers in the Gulf 
worked the world’s politicians into a 
lather, the world’s oil traders, shipowners 
and marine insurers had precious little 
work at all. 

Higher tanker insurance rates have 
been imposed by Lloyd’s of London. So 
increased freight rates are being demand- 
ed by shipowners for going to the Gulf. 
But last week’s increase in oil prices has 
failed to stick because the oil market 
remains glutted as it goes into a northern 
hemisphere summer (when demand usu- 
ally weakens anyway). This, and the 
bombs, have deadened interest in ship- 
ping oil to and from the war zone, and 
especially from the Iranian oil terminal at 
Kharg Island. 

When a supertanker owned by a Saudi- 
Mobil Oil joint venture was hit by a 
missile in Saudi waters last week, the 
spot-market price of Arabian Light (a 
benchmark crude), rose by 60 cents a 
barrel to $28.80. It has since drifted back 
down to $28.50, compared with an official 
price of $29. North Sea Brent, the marker 
non-Opec crude, climbed 85 cents to 
$30.80 (against $30 official), but by May 
23rd it was down to $29.80. 

These soft oil prices have not given 
tanker operators much incentive to enter 
the hairier parts of the Gulf—especially 
since the London insurance market raised 
its rates last week to 3% from 2% of a 
hull’s value and to 3% from 1.5% of an oil 
cargo’s value for seven-day trips to Kharg 





Island, and from 0.075% to 0.25% of 
hulls to more southerly parts of the Gulf. 
Premiums for tankers going right into the 
battle zone, say at the northern Gulf port 
of Bandar Khomeini, start at 20% of a 
hull’s value. 

The half-dozen underwriters in Lon- 
don, who carry most of the risk on the 
world’s Gulf-bound tankers, are not apol- 
ogetic. They reckon that losses of. more 
than $100m from the nine recent attacks 
in the Gulf are bigger than the premium 
income they received in the same period. 

Tanker owners are now paying as much 
as $1.75m in premiums on a supertanker 
on a return voyage Europe-Kharg Island, 
against $500,000 six months ago. Their 
owners have raised their freight charges 
to oilmen accordingly. Freight charges for 
a very large supertanker (300,000 dwt and 
up) go up now to $5m. 

Oil traders have :all but stopped char- 
tering. The price for Iranian oil is too low 
to meet the costs involved in shipping it. 
The traders that talk to Iran have been 
trying to persuade it to knock $1 a barrel 
off its spot price (currently $27.50 for 
Iranian Light against its official price of 
$28) for buyers of 120,000-240,000-tonnes 
lots. So far, Iran has turned a deaf ear. 

One oil trader estimates that less than 
half the usual 50 tankers a month are now 
calling at Iranian ports. The trade is likely 
to drop further. Industry scuttlebutt says 
that Japan, which now gets more than 
half its oil from the Gulf producers, is 
considering reducing its Iranian oil lift- 


ings from about 400,000 barrels a day | 


(b/d) to 200,000-150,000 b/d. 

Tankers are still sailing normally, if 
more carefully, to Kuwaiti, Saudi Arabi- 
an and other ports further south in the 
Gulf. The big oil companies are lifting 
supplies there, even though the addition. 
al insurance premiums mean they stand tc 
lose 40 cents a barrel on Gulf crudes. 


Synthetic fibres 
On the mat 





Western Europe’s chemical companies 
‘fear that the recovery in demand for their 


commodity products is just about over. It 
seems to them terribly unfair. They have 
only recently made money again on these 
products after years of heavy losses. 

Demand for bulk fibres, petrochemi- 
cals and plastics started to turn up at the 
end of 1982. The industry’s customers 
were restocking as western Europe 
emerged from recession; the softening of 
oil prices helped restore profit margins on 
oil-based chemicals; and the strong dollar 
held off local competition from American 
imports. ai 

Sales of synthetic fibres increased on 
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Some $1.5 bill 
Somas! 


eir population growth. Only a twelfth 
f the total will be given as food aid—less 
than in 1960. The cost of buying the 
emainder on world commercial markets 
ill top $21 billion—equivalent to a 
warter of the reserves of the non-oil 
eloping countries. Two wrong con- 
usions can be drawn from this: (a) that 
ease is too fast because it must 
in countries which should be growing 
own food are getting hooked on 
od imports, and (b) that the poorer the 
‘country, the more it has to import to 
bridge its food gap. i 
<o The increase is slower than it looks. 
Developing countries were boosting 
heir imports only slightly faster than the 
crease in cereal trade as a whole (see 
rt 1). The third world’s share of that 
de has risen only slightly: from 38% to 
4% in the past 20 years. 
Moreover, third-world countries are 
w feeding only a slightly smaller pro- 
rtion of people from their own farms 
a they were in 1960. The proportion 
food consumption. provided’ by im- 
rts. increased from 8% in 1961-65 to 
in 1976-78. And that global average 
disguises big local variations, In black 
Africa, 90% of people live in countries 
-which depend on imports for less than 
10% of their food. But in half of them, 
e rate of increase in imports is over 5% 
a year. Most Latin American and Middle 
“Eastern countries are More heavily de- 
ident on imports. But 94% of Asians 
countries which are all but self- 
ufficient in food. 
Why these variations? First, because 
countries cannot afford to import 
commercially, and are getting 
_ less food aid. Of the 34 countries in 
which gdp per head is below $300 a year, 
| cereal imports (commercial and conces- 
sional) have fluctuated at around 10m 
tonnes a year since 1960 (see chart 2); 28 
them now import less than 10% of 
their food. And, since the population is 
g: cereal imports per head are de- 
g: in 1960, the poorest of the poor 
ate more than 10 kilogrammes of import- 
food.a year; now, they get less than 


90m-tonne increase 
imports has come in the less poor 
ing countries (those with a gdp 
i than $300. year). 

ations have i 


manaverage 10m = = 


rely on cereal imports for more than 
10% of their food. Those with incomes 
of over $900 a year (eg, Singapore, 
Brazil) have tripled cereal imports per 
person from 33 kilogrammes to 96 kilo- 
grammes a year; middle-income coun- 
tries (with gdp per head between $300 
and $900, eg, the Ivory Coast or Jordan} 
have increased them from 13 to 30 kilo- 
grammes per person. 

Does this mean these countries are 
importing too much? Not necessarily. 
Fast growth anda big food bill often go 
together. Countries in which cereal im- 
ports are growing fast (more than 10% a 
year) imported 13.6m tonnes more in the 
mid-1970s than they had done in 1960. 
No less than 13m of these extra tonnes 
were imported by countries with gnp 
growth rates of over 7% a year. 

Is the plant parent of the seed? The 
International Food Policy Research In- 
stitute fed its computer with six indica- 
tors that change when food imports in- 
crease and then asked it which of them 
most convincingly explain the increase”. 
Chart 4 summarises the results. Surpris- 
ingly, success at exporting and the struc- 
ture of the economy (degree of urbanisa- 
tion, share of agriculture in gdp) seem 
irrelevant. But consider how varied 
countries are. Nearly twice. as many 
people live in cities in the Philippines 
than in Nigeria’s cities. But both coun- 
tries import proportionately the same 
amount of food. Singapore imports 90% 
of its food, Brazil 5%. 

By far the biggest reason for increased 
import dependence was the obvious 
one—a shortfall in per capita crop pro- 
duction. Gnp growth and food aid came 
next. But the influence of these three 
varies considerably. The different shapes 
of the triangles in chart 3 illustrate the 
point. Gnp per head and per capita crop 
production explain almost half the in- 
crease in import dependence for richer 
countries; food aid barely matters. In 
other words, richer third-world countries 
import food either because their farms 
are failing or because their farmers are 
moving to growth-giving factories. In the 
poorest countries, growth and crop 
shortfalls were together less important 
than food aid. Yet these are the coun- 
tries least dependent on food imports. 
Moral: giving food to the poor does not 
necessarily discourage local farmers; but 
it helps substitute for imports for which 
the country would otherwise have had to 
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verage by 4% in volume during 1983. 
carpet-fibre and acrylics sales in- 

d 15%. In countries with strong 

, notably “West Germany, 

y up to 10%. The surge was 

ugh to persuade synthetic-fibre 


:  * Not including Greece 


mpt to transplant Japanese in- 
lations into Britain’s electronics 

‘aces its sternest test yet at the 
television plant. in Hirwaun, 
Wales: The. electricians’ union 
TPU) has agreed to sign a no-strike, 
1. agreement with Hitachi. 

the company’s main condition 

ig out the 50% stake of its 

he venture, GEC, and keeping 

g factory open. But by signing a 

t freezes out the other six unions 

e plant, the electricians’ union could 
i ion from the Trades Union 


electricians’ union has led the way 
isruption deals with high-tech 
anies. It ‘already has agreements 

; in Lowestoft, Toshiba in 

th and AB Electronics and Inmos 
lales. Despite howls from left- 

ions, some other unions have 
followed suit, and not always in 
igh-tech; they include the general and 
i | workers at Porth 82, a Welsh 
makes’ Christmas decorations. 
nemployment gives. new investors 

to cut out organised labour, so 
each. other 

rkforce. But 


Mi 


usually. heralds a decline in demand for 
demand for carpet fibres has fallen by 
about 10%. Orders for other synthetic 
fibres are weakening. l 

However, the European fibre produc- 
ers reckon they are lean enough to contin- 
ue making money. Capacity within the 
industry has been reduced by a quarter 
since 1978. In consequence, plants have 
been working at 85% of capacity. 

Petrochemicals and plastics producers 
are less sanguine. Mr Rolf Sammett, 
chairman of the West German chemicals 
giant, Hoechst, says that it is now difficult 
to raise plastics prices. Demand for such 
bulk chemicals has risen by 15% since last 
year, but Mr Sammett doubts that the 
boomlet will last past June. Petrochemi- 
cals and plastics producers still have too 
much plant which gives them more to 
worry about than synthetic-fibre makers. 


HIRWAUN 


markets. The. joint venture with Hitachi, 
which began in 1979, only made matters 
worse. Contradictory management sig- 
nals- led to paralysis. In the past two 
years, the factory has lost £7m on sales of 
£50m. With no pay increases for. two 
years in a row, labour relations worsened. 
Hitachi said it would take over the plant if 
it could introduce the labour conditions it 
knew in Japan, based on the shafu princi- 
ples of “sincerity, pioneering spirit, har- 
mony”. The harmonious electricians’ 
union readily agreed. 

After August, Hitachi will recognise 
only the EETPU, to avoid demarcation 
problems. All disputes will be resolved 
through a three-tier negotiating structure. 
If an elected advisory board of company 
members cannot resolve a dispute (with- 
out any direct union involvement), the 
problem will go to negotiation between 
the company and-union officials. If that 
fails, the matter will be settled by “pendu- 
lum arbitration”, whereby an indepen- 
dent arbitrator decides for one side or the 
other without compromise. 

Hitachi will make some 500 workers 
redundant out of 1,300. It wants to run 


i petrochemical and plastics. Since January- . 


dised, and the hierarchy of canteen and . 
restaurant is being abolished. All this. is: 
light years away from usual British © 
practice. i 

Some Welsh workers at Hirwaun are 
unhappy about the new conditions. Th 
agreement was made. by the electri 
union leaders. without. consulting. 
workforce. The union has decided no 
put the agreement to a ballot of i 
members at the plant. But the choice 
most of the workers is a job on Hit 
terms or no job at all. eee 

On the evidence from Toshiba, which 
has a similar agreement, Japanese ine 
trial relations can do wonders for 
gish- business.: And the» no-n 
EETPU is not the sort of union to broo 
sabotage of its agreements by recalcitran 
members. S Pas 

The other unions at the.plant may no 
be so easily pacified. The white-collar 
Astms, in particular, is in bitter com: i 
tion with the electricians’ union fori 
bers- in, the new electronics comp 
Scotland and along the M4 mo: 
will press its case at a TUC. hearing ii 
June, saying that the electricians hav 
broken an inter-union no-poaching agree 
ment. If the TUC’s decision goes agains 
them, the ‘electricians’ leaders may thi 
twice about signing the full deal v 
Hitachi. Expulsion from the TUC 
expose the EETPU’s members to t 
hibited poaching by other unions. 


Gold mines 





`~ 


= new kind of muscle 


Union of Mineworkers (which claims 
65,000 of the 465,000 black miners in gold 
mines as members) and the employers’ 
organisation, the Chamber of Mines. 

Despite its name, the union is not a 
national body. It negotiates different 
wage deals for different grades of worker 
and only in those mines where many 
workers in each grade belong to the 
union. Most of its members are unskilled 
or semi-skilled workers; whites dominate 
the best paid artisan jobs. Experienced 
black underground workers earn, an av- 
erage R320 ($250) a month plus food, 
accommodation and other benefits val- 
ued by employers at R100 a month. 

The union first sought pay rises for its 
members ranging from 30% to 60%. 
(South Africa’s inflation rate is currently 
10%, but is expected to rise.) The em- 

“oyers offered 8%. The union revised its 


claim to 25% across the board. The 
chamber offered a range of rises from 
9.5% to 10.9%. The union’s general 
secretary, Mr Cyril Ramaphosa, then 
walked out of the talks, saying he had no 
mandate to go below 25%. 

The union has called a national confer- 
ence for June 9th to decide whether to 
fight or give way. The employers say that 
their last offer could be improved a bit if 
the union’s negotiators are given a man- 
date to continue negotiating. Neither 
side, though, really has much room for 
manoeuvre. 

The union was founded in August, 
1982, after a series of (sometimes bloody) 
unofficial strikes. In one way it has been a 
spectacular success: it is the largest single 
black union in the country and has won 
negotiating status in nine of the 34 main 
gold mines. In practice, that recognition 
is broader because the employers accept 
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that any pay agreement reached with the 
union will apply to all black miners. But 
the union badly needs an impressive- 
looking victory. 

In last year’s pay talks—the first at 
which black miners had been party to 
their own wage negotiations—the union 
settled for rises of up to 15.7%. A week 
later, the employers said they would have 
given those increases without any talks at 
all. Earlier this year, the union called a 
strike at the Impala platinum refinery but 
found itself powerless to stop the employ- 
er, Gencor, from sacking all 1,400 black 
workers involved. Unless the union can 
win a good pay increase this year, its 
credibility with its members (and poten- 
tial ones) may diminish fast. Most of its 
leaders think a strike, even at the risk of 
defeat, is better than a climbdown. 

The chamber of mines is divided. Gold 





Fields of South Africa, a leading member, 
is thought to prefer to force a showdown 
with the union now rather than later. 
Gencor agrees. The doves, Anglo Ameri- 
can (which this week said that it had 
raised its shareholding in Gold Fields to 
8.9% from 3.3%) and Rand Mines, 
would much prefer a peaceful settlement. 
But none of the four will consider 25% 
pay rises. Even 15% is not on the agenda 
with the gold market as depressed and 
uncertain as it is now. 

Black pay accounted for R1.3 billion of 
the industry’s total operating costs of 
R4.8 billion last year. On that basis, each 
percentage point increase in black min- 
ers’ pay will cost the employers R13 
million. The industry’s net profit was 
R1.6 billion in 1983. The mining compa- 
nies will fight rather than pay anything 
near the R325 million that the 25% pay 
rise demanded by the union would mean. 


WORLD BUSINESS _ 


Walt Disney 
New theme 





LOS ANGELES 


The management of Walt Disney Produc- 
tions has had its mind concentrated won- 
derfully by the 12% stake held in the 
company by Mr Saul Steinberg, the finan- 
cier from Brooklyn who has startled Wall 
Street several times since (aged not yet 


30) he tried to take over Chemical Bank 


in 1968. On May 18th, Disney agreed to 
acquire Arvida, a developer of resorts in 
Florida and California, for $200m in new- 


ly issued Disney stock. That was intended - 


to dilute Mr Steinberg’s stake (which he 
said he wanted to raise to 25%) and to put 
at least 20% of the company (sufficient to 
block an unwelcome bid) in friendly 
hands. Now, with takeover talk refusing 
to quieten down, Disney is switching from 
defence to attack. 

After the weeks of plotting its corpo- 
rate strategy with Morgan Stanley, the 
New York investment bank, Disney is 
now saying that it will in future make its 
big money from property development. 
Though the Disney name is associated 
with films, property is today the compa- 
ny’s'main asset—a fact that has not es- 
caped the notice of potential bidders. 

Disney has 15,000 undeveloped acres 
around its theme parks in Florida and 840 
undeveloped acres in California. Disney 
will also have Arvida’s land bank in the 
two states once the acquisition is fina- 
lised. The talk of property development 
at Disney has grown loud enough to 
drown out even the cheers for its recent, 
much needed, box-office hit “Splash” 
and its announcement that its cable televi- 
sion (after a rocky start) now has 800,000 
subscribers and a good chance of break- 
ing even in 1985. 

Disney’s new general is a Californian 
property developer, Mr Raymond Wat- 
son. He joined Disney last year as chair- 
man and number two to Mr Ronald 
Miller. It was Mr Watson who struck the 
deal with Arvida, which he has given six 
months to draw up a master plan for 
exploiting Disney’s land bank with both 
residential and commercial projects. Mr 
Miller says Disney wants to develop all its 
property assets in five years. Earlier plans 
stretched that development well into the 
1990s. But if Mr Watson does not move 
fast, somebody else is likely to do the 
developing for him. 

Arvida will also be involved in hatching 
Disney’s plans for Europe, where it is 
now looking for a site in the sun for its 
proposed European Disneyland. ‘This 
promises to be very different from the 
licensing arrangement with which Disney 
set up its Tokyo Disneyland. Disney kept 
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y in th 
take i in the European version. 


“Disney, which arranged a $1.3 billion 


dit line with Bank of America earlier 
ear, seems set to make the profits 


sary to support the land plans. After ` 


g bottom in the first quarter of this 
earnings have been on the increase 

te continuing heavy costs on film 
cable television and bad weather in 

| keeping people away at Disney 
orld and the new Epcot Center. Dis- 
s revenues; however, should hit a 
1.5- billion in 1984, with the 


tro igest earnings since 1981. None the 


| is not sweetness and light. The 
rvida deal has revived criticism of the 
resent management by Mr Roy Disney, 
on of the late Walt Disney and holder of 
, stake. He says the Arvida acquisi- 
tion is a waste. of money, because of the 
roperty company’ s high gearing. He 

try to block it in the courts. 
ja might prove a less pliant. part- 
‘than Disney’s managers think. The 
m is 70% owned by the Bass family of 
h,” 


Mi r says that he sat down and 
ced with the Bass family and came 
ay convinced that their reputation on 


2 past year and a half, Beatrice 
ds, America’s second: biggest foods- 
ehold-goods group, has been 
make sense of itself. It has got 

ble of cyclical and capital- 


Javing made up for lost time, Be- 
ice’s chairman, Mr James Dutt, now 
tush ahead. On May 2ist, Be- 

id it would bid $2.5 billion for 

; the industrial-goods-and-foods 

few blocks north in Chicago, 

last September bought Norton Si- 
similar conglomerate headquar- 
New York. Together, Beatrice 


‘oods-and-household-goods group. 
al league tables, it would 
rank alon me Switzerland’s Nestlé Geet 


The hottest selling item now at Bloom- 
ingdale’s, the most outrageously chic of 
New York’s large department stores, is 
ice. Not any old ice; 100,000-year-old 
glacial ice from Greenland. A 35-ounce 
sachet of the stuff (Bloomie’s is not the 
sort of store to sell it in bags) is yours for 
a mere $7. 

This, says the store, is enough to be 
chipped into 50 martinis and will melt at 
half the rate of ordinary i ice. It will also 
crackle pleasantly in the glass, because 
of the compressed air inside it. The store 
has two other selling points: glacial ice 
comes from the healthiest water, frozen 
long before modern pollution lapped the 
shores of Greenland (but what about the 
volcanic muck—Neanderthal acid 
rain?); and it has the romantic appeal of 
anything 100,000 years old that just dis- 
appears before your eyes. 

The store sold 250 bags of its ancient 
ice.in the first two weeks it was on sale. 
That is sufficient to get Pilsbury, the 
foods’ conglomerate, to test market it 


Beatrice’s include Tropicana fruit juices, 
Fisher nuts, La Choy oriental foods. and 
Samsonite. suitcases. Among Esmark’s 
brand names are Playtex foundation gar- 


ments, Swift processed foods, Avis car - 
` rentals and Max Factor cosmetics. 


Mr Dutt’s strategy is to turn Beatrice 
into more of a marketing company than a 
foods company. Esmark has the Ameri- 
can marketing rights for a range. of con- 
sumer products, including Johnnie Walk- 
er scotch and Tanqueray gin. 

Another of Esmark’s attractions to Mr 
Dutt is its national marketing network for 
its Swift/Hunt-Wesson food lines..Many 
of Beatrice’s existing brands have strong 
regional rather than national markets. 
Eckrich sausages is one such regional line 
that Beatrice would dearly like to pro- 
mote nationally. Combined with Swift’s 
brands, it would make Beatrice a domi- 
nant force in processed meats. Securing 


Beatrice goes shopping 


Beatrice Foods 


dered Year to Feb,1964 


Operating 
profit 


Refrigerated food $608m 


and services 


Beverages 


Source Company 


nationally through its Haagen Dazs pre- 
mium ice cream subsidiary, while Mr Bill 
Baker, president. of the Westinghouse © 
television network and a keen explore 

ned 


rights from th 
import all the 
stomach. 


eene for other 0 

Those Esmark companies 
fit into Beatrice’s grand scher 
would quickly sell. By the time 
finished his. two- to three-year. 
of Beatrice next year, he will 
businesses with $1.4 billion a year 
and generating 15% of grou 
got some $400m: for them). 
Esmark, subsidiary likel 
Dutt’s new fesse: list. 


buyout. specialist Kohlberg, Kravis/ 
berts annoanod an speia $2. 3 billion : 


Esmark 
Year to Oct, 1983. 








Kellogg's Don Vaughn Speaks Out 


On ammonia 


M.W. Kellogg is unquestionably the 
world leader in ammonia technology. 
Since we developed a revolutionary 
energy-saving technology 20 years ago, 
Kellogg-designed plants have been 
responsible for approximately half the 
ammonia capacity built. Those plants 
have played a major role in staving off 
world famine. 


Now we've proved a new, even more 
energy-efficient process which cuts fuel 
requirements in half and total energy 
requirements by at least 20 percent. 


It’s been proved in the most energy- 
efficient plant ever—a worldscale plant 
in Canada, where it produces ammonia 
using less than 25 million Btus a ton. A 
second plant, using the new technology, 
will go into operation in Europe this year. 


This unparalleled ammonia technology 
is available to you directiy from Kellogg. 
Wherever you are. 


Anywhere. 


Don Vaughn 


President 





On the attention every Swissair passenger 
can expect. 


GGK 





The Swissair chefs 
and their staff 

are determined 

to make sure that 
everything on 
board, from 

hors d’ceuvre to 
dessert, is truly to 
your taste. 





Our engineers, 
technicians, 

and mechanics 
enjoy a fine 
reputation world- 
wide. This is why 
many other air- 
lines also entrust 
aircraft mainte- 
nance to Swissair. 





Our technical crews have serviced the 
aircraft with utmost care, our sharp: 
eyed cleaning teams have thoroughly 
prepared the cabins and our chef: 
have prepared succulent dishes, with c 
wealth of new ideas. Because they anc 





all their fellow workers have completed 
their work so thoroughly, your cabin 
crew are free to help you in their usual 
conscientious, attentive and amiable 
way. 16,000 Swissair employees are at 
your service. 





Our reservation 
staff have the 
most modern 
equipment at 
their fingertips. 
With just one 
phone call, for 
instance, you can 
reserve your 
flight, your hotel, 
and car hire. In 
fact at Zurich 
you can reach us 
day and night 
from anywhere 
(tel.: Switzerland 
01/251 34 34). 


tej 





Our cabin staff 
will be pleased to 
show you articles 
for sale: a selec- 
tion of scarves, 
watches, ciga- 
rettes, lighters, 
perfumes, liquors, 
chocolate etc. 


e e 
swissair 
First Class, 
Business Class, 
Economy Class 
worldwide 
on all aircraft. 
































Total assets: 115 100 million 
Swiss francs (3112.83) 


Capital and reserves: 
5,900 million Swiss francs 


Head Office: 


Switzerland 


Worldwide network: 
Europe: London. 
Luxembourg, Madrid 
Monte Carlo, Moscow 


North America: 

New York, Chicago. 

Los Angeles, San Francisco. 
Houston, Cayman IS s 
Montreal. Toronto. Calgary 


Latin America: 

Mexico, Panama, Bogotá 
Caracas, São Paulo. 

Rio de Janeiro. Buenos Aires 
Middle East: Abu Dhabi 
Bahrain, Beirut, Teheran 

Far East: Tokyo. Hong Kong. 
Singapore 


Australia: Sydney 





Africa: Johannesburg 


“International banking? Definitely UBS.” 


Our specialists are trained to make 
themselves familiar with the indivi- 


‘Personal service’ is an expression 
that means a good deal in the UBS 












vocabulary. dual requirements of all UBS clients, 
giving them direct access to our : 
aisde magi nae Seton ja j portfolio management and advisory DES Union Bank 
pp p u canices G of Switzerlanc 


financial specialists bring to their 


/f you want the global resources of a 
discussions: on domestic and inter- y g 


leading Swiss bank combined with 


national loans, foreign exchange, and 
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EUROPEAN CO-OPERATION 


Bosses want the common 
market Brussels never built 


European bosses are losing patience. They want an EEC that really 
frees business across Europe’s national frontiers so that they have a 
home market that is as big as America’s and bigger than Japan’s. It is 


still wishful thinking. 


Brussels Eurocrat, addressing busi- 
ssmen on industrial integration in Eu- 
Tope, said proudly: “This is a community 
in which, starting with an early breakfast 
in London, you can drive across five or six 
) national frontiers before dinner, much as 
you cross state lines in the USA.” His 
audience laughed. Pictures on the televi- 
sion news of hundreds of European lor- 
ries blocking Europe’s border crossing 
points and motorways, and the sort of 
niggling protectionism that took one Brit- 
ish company six years to get approval 
from West Germany’s standards’ office 
for its mechanical-lifting equipment, 
made his comparison risible. 

As a single market, western Europe 
could be comparable with America: the 
distances and sizes of the two economies 
are roughly the same (see chart). But in 


Of a kind? 
Gdp,1980-83 average 


trillion 


$11 
trillion 


United States’ 
imports from: 


1983# total:$265bn 


practice the similarities stop there. In 
western Europe overall, taking in the 
non-EEC countries as well, the mythical 
Mr Average is lucky if he is better off than 
a Japanese or half as wealthy as an 
American. Both Japan and America are 
creating new jobs faster than they are 
losing old ones. In Europe, it is the other 
way round. 

Then there is the relative decline in 
European competitiveness. The Europe- 
an commission estimates that border cus- 
toms and delays add 5-10% to a compa- 
ny’s transport costs in Europe for a start. 
More important, between 1965 and 1980, 
unit labour costs have risen faster in 
Europe than in Japan and America: after 
taking account of exchange-rate changes, 
European cost competitiveness worsened 
by 1.2% a year, while American competi- 


Western Europe’s* 
$31 ; imports’ from: 
illi 1983? total: $280bn 


exports' to: 
1983? total: $245bn 


exports to: 
1983? total: $195bn 


*OECD Europe tExcluding intra-western European trade + Estimates 
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Pehr pours Perrier on the EEC 


tiveness improved by 2.5% a year and 
Japanese by 0.5% a year. Profits have 
fallen more heavily along with Europe’s 
share of world exports. 

The bigger size and cohesion of their 
home markets has helped Japan and 
America do better. Fragmented Europe 
is, for example, an also-ran in electron- 
ics—the world’s fastest growing industry. 
Despite (or perhaps because of) hefty 
government financial aid and protection- 
ist comfort, European firms have less 
than 20% of their own market. 

The Amsterdam office of McKinsey, 
the American management consultants, 
in a study for the European commission, 
reckons that European governments 
spend two thirds as much as the American 
government backing R&D in electronics 
and five times as much as the Japanese 
government. The rewards are not propor- 
tionate. McKinsey calculates that the av- 
erage return on investment of the 10 
largest European electronics companies is 
only half that of their counterparts in 
Japan and a quarter those in America. 

Mr Wisse Dekker, chief executive of 
Philips, the Dutch electronics group, sees 
a lesson in the way Europe has lost out in 
large computers, the spearhead of the 
technology for the information society of 
the future. It is that becoming big in a big 
internal market (even the Japanese mar- 
ket is as big as Britain’s and West Germa- 
ny’s combined) is the only way to stay 
internationally competitive. His most 
avid supporters are fellow bosses Mr 
Carlo de Benedetti of Olivetti, the Italian 
office-machinery . maker, Mr Helmut 
Maucher of Nestlé, the Swiss food giant, — 
and Mr Dieter Spethmann of Thyssen, 
the West German steel maker. 

The four men belong to a working 
group of 16 European bosses, known as 
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the G16 and chaired by Mr Pehr Gyllen- 
hammar of the Swedish carmaker, Volvo. 
They are lobbying for a pan-European 
market, taking in Efta as well as the EEC, 
in which the barriers of customs, tariffs 
and national preferment on public pro- 
curement are removed; health, safety and 
other standards are standardised; trans- 
port is improved to link Europe from end 
to end; venture and equity capital are 
made easier to raise for European joint 
ventures; and initiatives undertaken on 
joint R&D and technical education. 

G16 was originally G17. The number 
changed when ICI’s Mr John Harvey- 
Jones and Royal Dutch/Shell’s Sir’ Peter 
Baxendell resigned and Mr Ian MacGre- 
gor, chairman of Britain’s National Coal 

, Board, joined. The group has met four 
times since it was founded in April, 1983. 

These meetings are now about to go 
public with their first new projects, which 
are expected to include ways of producing 
new sources of venture capital for Euro- 
pean business. To encourage co-opera- 
tion among the companies of its mem- 
bers, and to encourage industrial projects 
that may otherwise never get started, G16 
has looked at two schemes: 

@ Euro-share funds, investment trust 
companies quoted on all European stock- 
markets that would channel private in- 
vestment into European joint ventures in 
high value-added industries (eg, elgctron- 
ics, telecommunications). To attract in- 
vestors, G16 wants its funds to be given 
favourable tax concessions: lower taxes 
on capital gains for individuals and com- 
panies; write-offs for capital losses. Tele- 
sis, G16’s Paris-based consultant, has 
worked out that Europe’s pool of venture 
capital totalled only $400m~by 1982, 
against $5.8 billion in America. And the 
flow of venture capital in America in- 
creased from $39m in 1977 to $1.75 billion 
in 1982, following more generous tax 
treatment for venture funds there in 1978. 

The Euro-share funds would invest in 
industrial projects that add above average 
value through the application of ad- 
vanced technologies to new projects, ser- 
vices or processes or through higher pro- 
ductivity than world competitors. Likely 
schemes might be a start-up or an expan- 
sion involving at least two European 
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countries or a joint venture between at 
least two well-established European com- 
panies. Any projects would have to be big 
enough to compete in world markets. The 
funds’ investment would not exceed 50% 
of total project cost. 

@ Euro-bonds, to finance road, rail, 
shipping and communications links. 
These would have longer maturities than 
the 15-20 years normally available in the 
bond market. Like the share funds, the 
bonds would be quoted on all European 
stockmarkets and (governments willing) 
offer tax advantages. They would finance 
up to three quarter of an eligible project 
on the same basis as a bank might now 
finance oil-and-gas developments. The 
bonds could be run by an existing organi- 
sation, such as the European Investment 
Bank, under the guidance of a board of 
bosses, bankers and bureaucrats. 

G16 would want any bond-back devel- 
opment to include modern infrastructure 
with common standards and technologies 
(eg, long-distance fibre-optics cables) or 
to provide new cross-border links (high 
speed train links, telecommunications 
satellites). It would also have to generate 
an internal rate of return from its cash 
flow, create long-term benefits through 
technology advances and open up new 
markets for European companies. 

G16’s other main proposal is to set up a 
postgraduate European institute of tech- 
nology. Robert Bosch, the West German 
car-parts and electronics company, has 
prepared an outline for the group. Bosch 
says that such an institution, specialising 
in electronics, physics and mathematics, 
would improve the technical education of 
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the best engineers and nelp them to think 
like pan-Europeans. The institution 
would draw on the resources of European 
industry, universities and governments. 

Research would be applied rather than 
theoretical and concentrate on semicon- 
ductors and informatics. Developme 
work would start with optical telecotn- 
munications, computer-aided design in 
manufacturing and new materials. The 
institute would be financed by a fund of at 
least $5m a year, set up by participating 
companies. The French, West German 
and Dutch governments are said to be 
keen on the idea. 

G16’s members are looking at a sheaf 
of projects from electronic banking (Phil- 
ips and Olivetti), a road bridge link 
between Scandinavia and mainland Eu- 
rope (Volvo), a European energy grid 
(ASEA) to high-speed rail systems (Thys- 
sen). The current front runner is Philips’ 
and Olivetti’s scheme to. develop a Euro- 
pean mobile communication system. 

Few car-telephone systems are now 
compatible—top Benelux businessmen 
who cross the Belgian, Dutch and Ger- 
man borders regularly have to have three 
separate telephone sets in their cars in 
order to keep in touch. Philips and Olive 
want to develop one that would become tue 
European standard. This would give users 
access to data banks and international 
communications systems throughout Eu- 
rope. It would take eight to 10 years to 
introduce such a system. The first step 
would be agreement on a European stan- 
dard for car dashboards, a European high- 
speed data link and base stations. 

Philips and Olivetti have also put up 
ideas for creating a unified European 
telecommunications market. They want 
speedy standardisation of telecommuni- 
cations by the state-run postal and tele- 
phone authorities, commitments from na- 
tional governments to adopt European 
standards and backing for the data-pro- 
cessing industry through public buying of 
equipment. 

Some Europeans, Olivetti, Philips and 
France’s Thomson among them, are 
hedging their bets by collaborating with 
American and Japanese firms, too. 
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“ on deposit 
and write 
your own cheques 


(Annualised compound equivalent 8°77 % ) 


ned to suit the special needs of British 
tes and overseas residents, the Tyndall 

k Sterling Money Fund is a unique high 
nterest deposit account with a cheque book. 


xpatriates benefit from rates of interest normally 
nly available to major investors in the money 
market and keep their funds immediately 
accessible. 


rest is paid gross without deduction of tax. 


onsider the following advantages: 


our money is invested with H.M. Treasury, recognised 

nks, their wholly owned subsidiaries and selected 

ocal authorities —assets of the highest calibre. So you 
get high rates of interest and the highest security. 

e convenience of a cheque book gives you access to 
your funds at all times. Use it to pay school fees, for 
instance, or to transfer to your current account. 
Interest credited four times a year means an even 
higher return because the interest itself earns interest 

u: So the current rate, if maintained, equals 8.77%. 


ports are made to. any government authority, for 
esidents of the Isle of Man. 


'yndall Bank (Isle of Man) Limited is licensed under 
the Manx Banking Act 1975. 


The Tyndall Group-is one of the leading investment 

gement groups inthe. UK andis wholly owned by 
Investment. Trust PLC, Funds managed within 
the Globe Group exceed. £1,000 million. 


: # Rate at time of going te press. 
Current rate published daily in the Financial Times, 
_ Minimum opening deposit £2,500. 
Regular savings from £100 per month. 
d off for full details by completing the coupon below. 


dall Bank (Isle of Man) Limited 
Dept Econ, 30 Athol Street, Douglas, 
od Isle of Man 
<“ Telephone: (0624) 29201 Telex: 628732 
send me full details of the Tyndall Bank Sterling Money Fund 
ot a cust Tyndall Bank {isle of Man) Limited. 
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INV. Koninklijke Nederlandsche 
Petroleum Maatschappij) oe 
Established at The Hague, The Netherlands |<." 


FINAL DIVIDEND 1983 


The General Meeting of Shareholders of Royal Dut 
Company held on 17th May, 1984 has decided to de 
dividend for 1983 at N.f. 5.40 on each of the 268, 

shares with a par value of N-fl. 10 outstanding at Di 

so that the total-dividend for 1983, including the i 
N.fl. 3.45 already made payable in September 1983, wil 
N.f. 8.85 on each of the said shares. 


In the case of holders of bearer certificates with cc 


1 dividend will be payable against surrender of coupon 


after 28th May 1984, at the offices of N. M. Ri 
Limited, New Court, St. Swithin's Lane, London 
business days between the hours of 9.30 a.m. and 2 
Payment will be made in sterling at the buying rate of exch 
in Amsterdam at 2 p.m. on 22nd May 1984 in th 
presented on or before that date, or on the day 

case of coupons presented subsequently. 
accompanied by a presentation form, copies of whic 
from N. M. Rothschild & Sons Limited, and the face of 
must bear the stamp or other indication showing the 
presenter. ara | 


Coupons must be left for an appropriate period for exa 


Shareholders may request payment of the dividen i 
currency. Information in this respect will be supplied by ie 
agent upon request. op f 


Netherlands dividend tax at the reduced rate of 15 per 
deducted from the gross dividend where: ; 


(a) United Kingdom income tax has also been deduct ( 
(b) Coupons are presented on behalf of residents of 


States of America, Australia, Austria, Belgium, Can 
Finland, France, Ireland, Japan, Luxembourg, Neth rand 
New Zealand, Norway, South Africa, Spain, Sw 


Germany, provided they lodge the appropriate deci: 


Netherlands dividend -tax-at the reduced rate of 20 
deducted frorn the gross dividend where coupons a 

behalf of residents of indonesia or Surinam, provided they lod: 
appropriate declaration form. : 


in all other cases Netherlands dividend tax of 25:per ceri 
deducted, ` 


In the case of shares whose dividend sheets were, at the cl 
business on 17th May, 1984, in custody of a Depositary adr 
Centrum voor Fondsenadministratie B.V., Amsterdam, 
dividend will be paid to such Depositary on 28th May, 1984 
payment will be made through the medium of NLM. Roths 
Sons Limited, after receipt by them of a duly completed CF Di 
Claim Form. Betas 


Where appropriate, the usual affidavit certifying non-residence 


United Kingdom will also be required if payment is to be made witho 
deduction of United Kingdom income tax. È fe 


Where under the double tax agreement between the Unitet í 
and the Netherlands, 15 per cent Netherlands dividend tax h st 
withheld, the 15 per cent Netherlands tax is allowable for a 

the United Kingdom as a credit against the United Kingd 

payable in respect of the dividend. The deduction of Unite 
income tax at the reduced rate-of 15 per.cent inste : 

Rate of 30 per cent represents a provisional al 

rate of 15 per cent. : a : 


18th May. 1984 aa 
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FINANCE 


Only governments can 
guarantee the Chunnel 


Ever since Napoleon Bonaparte gazed 
longingly at the white cliffs of Dover, 
engineers in France and—after Boney 
was defeated—in Britain have had ambi- 

ns to build a link between the two 

antries. The earthworks left by two 
attempts, in 1881 and 1974, are all there 
are, so’ far, to show for it. 

The plan published this week by a 
group of five banks, two British and three 
French, on how to pay for a channel link 
might not even leave earthworks. No 
sooner had the group published its 500- 
page report* than Britain’s transport sec- 
retary, Mr Nicholas Ridley, damned it. 
Any link spanning the 26-mile gap be- 
tween the two countries would, he said, 
have to be financed entirely from private 
capital. The government would neither 
commit public money, nor guarantee pri- 

_ vate. bank loans for the project. The 
response of the French government to the 
banks’ report was lukewarm. While 
‘pledging political support, it also said it 
would not commit government money. 

The five banks—National Westmin- 
*Finance for’ a fixed channel link; available 


_ from National Westminster and Midland banks 
(£125) 
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ster, Midland, Crédit Lyonnais, Banque 
Indosuez, and Banque Nationale de Par- 
is—examined the six schemes described 
as the only feasible ones in an earlier 
report by the Anglo-French Study Group 
(AFSG). It has taken them two years to 
decide that none of these schemes stands 
much chance of going ahead without 
some form of government guarantee. 

Of the AFSG six, the bank group 
rejected three: a road bridge and two 
types of single-rail tunnel. It took a swipe 
at a fourth: a bridge-and-tunnel scheme 
proposed by the EuroRoute consortium. 
It plumped in the end for one of two twin- 
rail tunnel proposals that would carry cars 
and lorries piggy-back on trains. Though 
it would probably make more money, the 
cost of the EuroRoute bridge-tunnel 
(with debts peaking at £54 billion) could 
not be shouldered by the financial mar- 
kets, even with government guarantees. 

EuroRoute’s backers, a consortium 
that includes British Steel and Alsthom- 
Atlantique, were not impressed. They say 
that the banks’ study has doubled the 
likely debt burden. A better estimate of 
its peak, they say, would be £25 billion. 

This, though, is still three times as 


much as the bank group’s favoured op- 
tion. The twin tunnel would cost about £2 
billion to build, and need to raise a total 
of £7.5 billion by 2000. The report puts 
forward two ways of raising the cash, both 
using a combination of equity capital plus 
bonds and bank loans. 

The first would require the two govern- 
ments (or the EEC commission) to act as 
lender of last resort; ie, to throw a lifeline 
if the costs ran out of control. This isa 
non-starter so long as Mrs Thatcher is 
prime minister of Britain. The second 
calls on the two governments to guaran- 
tee part of the loan, say £3.5 billion. They 
would commit themselves to the guaran- 
tees about three years after building be- 
gan. Thereafter, the amount that the 
governments guaranteed would decline. 

If work on the twin tunnel were to start 
this year, it would be 1993 before it began 
to generate cash. Until then, interest on 
the bank loans (over £2 billion) would be 
added to the principal outstanding. It 
would take to 2000 before the proposed 
joint-venture company formed to build it 
could start paying back this principal. To _ 
stretch bank loans this far—farther than 
they usually go—the banks suggest the 
option of issuing revenue bonds, paid 
back out of the tunnel’s cash-flow. Money 
raised by the bonds would be used to pay’ 
off some of the bank loans. Issues of this 
kind have often been used in America— 
and with great success by, eg, Robert 
Moses in building expressways and 
bridges in New York state. They are 
increasingly popular in Australia. But 
revenue bonds have never before been 
considered in Europe on sucha scale. 

thout government guarantees, the 
bonds are unlikely to command a good 
enough credit rating to lure investors. 

Why are the two governments shun- 
ning the chance of a real return of 8-10% 
over 30 years? Partly because they fear 
being lumbered with huge debts which 
could make it hard to keep a lid on public- 
sector borrowing. The experience with 
the Hokkaido-Honshu tunnel at the tip of 
Japan’s northern island, now seven years 
behind schedule, has done nothing to 
make them bolder. In 1970, the cost of 
this rail link was put at Y211.5 billion 
(then $590m); eight years later it had 
risen to Y397.5 billion. By 1981, it was 
Y531 billion. Add to that the cost of 
laying track to carry bullet trains from 
Tokyo; and the total could end up at 
Y689 billion. From the outset, the Japa- 
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~ nese governmgnt or government-backed 
agencies have picked up the tab. 

Unless the British and French govern- 
ments change their minds, or are voted 
out, those promoting the twin tunnel and 
EuroRoute’s hybrid bridge-cum-tunnel 
could find themselves with schemes no- 
body is ready to pay for. 


Japanese financial markets 
(OP Ss PAINS E ME ET en e ee 


Half open 


TOKYO 


The Reagan administration’s fight to 
open up Japan’s financial markets has 
ended (temporarily?) in a draw. In talks 
in Rome this week, Mr Beryl Sprinkel, 
under-secretary at the United States trea- 
sury, agreed with his Japanese opposite 
number, Mr Tomomitsu Oba, on a list of 
Japanese concessions in a “final” report 
on Japanese liberalisation. In return, 
America agreed to lift its veto on increas- 
ing Japan’s voting power at the World 
Bank. 

America started to put the heat on 
Japan last autumn after American manu- 
_ facturers, led. by Caterpillar Tractor, 
' complained that the cheap yen was cost- 
ing them business. They blamed the yen’s 
cheapness in part on Japanese controls on 
international use of the yen. Foreign 
banks’ grumbles about restrictions on 
access to Japanese financial markets, and 
general ideas about the benefits of dereg- 
ulation also got caught up in the dispute, 

The heat has extracted a few conces- 
sions from Japan’s finance ministry. They 
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will be collated in the “final” report, due 
out on May 29th. The main concessions 
are likely to be: 

@ Relaxation of controls on Euromarket 
transactions to allow more dealing in yen 
outside Japan. From April 1st, the fi- 
nance ministry increased the number of 
Japanese firms able to issue straight yen 
bonds outside Japan to about 30, and 
those allowed to issue such bonds con- 
vertible into equity to around 100. In 
spite of opposition from Japanese bro- 
kers, foreign firms will now be allowed to 
lead-manage yen bond issues. 

The finance ministry baulked at per- 

mitting medium- or long-term lending of 
yen already held outside Japan (as re- 
quested by America) because it feared 
this would disrupt the closely-controlled 
domestic interest rate structure. Some 
short-term lending of yen held outside 
Japan will be authorised, however. Quota 
controls on international lending of yen 
by banks inside Japan are to be removed, 
retroactive to April Ist. 
@ Allowing freer access to Japanese cap- 
ital markets for foreign financial institu- 
tions. This year, the finance ministry will 
allow foreign banks to start doing trust 
business and pension fund management 
in Japan. Up to now, these activities have 
been the preserve of Japanese trust banks 
and life assurance companies. Japanese 
securities firms; which want to manage 
pension funds, will be kept out for now. 
Local commercial banks plan to apply for 
permission to test the ministry. 

The Tokyo Stock Exchange will also 
make it easier for foreign brokerage firms 
to get a seat on the market, but has not 
yet said how. At the moment, foreign 
brokers have to pay a Y1 billion ($4.3m) 
deposit to get a seat. None has bothered. 
@ Removing controls on domestic capi- 
tal markets. Here, little has been done. 
The Japanese are willing to allow market 
forces to influence rates on large deposits. 
Interest rates on certificates of deposit 
(CDs) float freely and (since November, 
1983) the minimum amount of yen CDs 
that can be issued has been lowered 
twice, from Y500m to Y100m. 

But the Japanese are not yet willing to 
stop regulating interest rates on small 
deposits. Opposition from the postal sav- 
ings bank, which holds a third of all 
personal deposits is too great. 


Latin American debtors 


Gang of four 


Bankers’ fears of a Latin American debt- 
ors’ cartel were revived this week by a 
joint statement from Presidents Alfonsin 
of Argentina, Figueiredo of Brazil, Be- 
tancur of Colombia and de la Madrid of 


Argentina... Colombia 

Mexico. Protesting against higher dollar 
interest rates, they called for “adequate 
amortisation and grace periods, and a 
reduction in interest rates, margins, com- 
missions and other financial charges” on 
their foreign debts. Finance ministers 
from the four countries, and from Ecua- 
dor and Bolivia, are to meet in Bogota, 
Colombia, next week to decide their next’ 
moves in advance of the London econom- 
ic summit on June 7th-9th. 

A glance at the table shows why the big ` 
debtors are agitated. A rise of one per- 
centage point in dollar interest rates in- 
creases Brazil’s annual interest bill to its 
bankers by around $580m—3.6% of it 
projected imports for 1984. Mexican offi 
cials complain that the 13-point rise in 
prime rates of American commercial 
banks so far this year has offset virtually 
all the $1 billion increase in their non- 
traditional exports so painfully achieved 
in 1983. 

Officials in the debtor countries say 
they really are not about to form a 


Fallout from the Fed 
How a 1% rise in interest rates affects debtor 


countries f 
Increased Projected  Cutback in 
interest 1984 imports 
payments imports needed to 
to banks* compensatet 
($m ‘($ billion) - (%) 
Argentina 18 4.7 4. 
Brazil 577 


30 
Venezuela r133 ; ; 
“Based on net debt at June, 1983 


TtAssuming exports stay unchan 
Source: Bank for International Sotioments, official figures 


THE ECONOMIST MAY 26, 1984 





cans are keen to capitalise on 
the bankers’ favourites by 


three-year rescheduling, cov- — 


bts due in 1985, 1986 and 
total of $25 billion. Talks with 

s are expected to start in July. 
wilians also intend to be conser- 
want to start discussing their 
eeds for 1985 with the banks in 
The central bank governor, 
Celso Pastore, assured bank- 
ekend that he would not be 
cap (ie, ceiling) on his 
The Brazilian economy is 
me signs of recovery, external- 
- exports increased by 21% in 
st three months of 1984 compared 

ear earlier. 

e€nezuelans do not want to join a 
er. President Jamie Lusinchi 
| put his name to last weekend's 
nent because he thought it too 
gentina, President Raul Al- 
sin is preoccupied with getting a deal 
the opposition Peronist party so that 
get an austerity budget through 


rs are hoping that, if the budget 

igh, its passage will remove the 

tacle to agreement on a letter of 

nt with the IMF. That might unblock 
aining $1 billion of a $1.5 billion 
rgentina agreed last year. That, 

ould allow Argentina to pay off 

interest arrears before June 30th, the next 


NEW YORK 


street needs a marriage counsellor. 
hibro, the world’s biggest commodity 
ad nd Salomon Brothers, the in- 
ient bankers, who got spliced in 1981 
king of splitting up. Lazard Frères 

y to arrange an amicable settlement 
hibro into a private company 
alomon Brothers will keep Phi- 

s crude-oil trading bits while-a new 

p Brothers company will take the 

als and soft commodity trading 
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Phibro Resources—, 8-1% 


#§alomon Brothers consolidated since October, 1981 
1 Before tax and interest 


Source: Annual report 


about its new deals and trading records. 

Since 1960, Phibro has had four mar- 
riages with publicly-quoted companies 
(one of which left Mr Harry Oppenhei- 
mer’s Anglo American with a 27% stake 
in the company and South Africa with an 
interest in how it was doing). None has 
worked well. Phibro and Salomon Broth- 
ers proved unequal partners. Profits be- 
fore tax from Salomon totalled $884m in 
1982 and 1983—more than repaying the 
$550m that Phibro paid in 1981. In those 
two years, the commodity traders, 
dragged down by losses at Phibro Re- 
sources Corporation, an industrial and 
exploration subsidiary, contributed ‘only 
$371m. 

In March, 1982, Salomon Brothers in- 
stalled Mr Thomas O’Malley as chief 
executive of Philipp Brothers to ‘“‘fine- 
tune the entire organisation”’. This fine- 
tuning involved the departure of more 
than 100 traders in America, many of 
them pillars of the establishment built up 
by Mr Ludwig Jesselson, the man respon- 
sible for Philipp Brothers’ success up to 
1980 (and still a Phibro-Salomon execu- 
tive vice president). Since wages are the 


main cost of running a commodity trading | 
“house, this was the easiest way to cut _ 
-costs. But, predictably enough, the dis-- 

`“ missals have caused ill-feeling. a2 


The most profitable bit of Philipp 


Mr Richard Westmacott at 


business running at a thumping 
Philipp Brothers, a business uc 
by scandal, is not the only big merchant 
trader in trouble. The second 7 
trader is Marc Rich. Though i 
business is still ticking over 
year’s lawsuits, its American 
struggling. Mr Rich himself i 
land. The American. tax insp 
seeking his extradition an 
is still being fined $50,000 
refusal to hand over its fil 
men. The third largest tra 
Metals and Mining, has its 
year it was forced to sell its ban! 
barter business. o 


The City of London 
Round Robin 


If there is one thing the City 
likes more than making *m 
making committees. This week 
ernor of the Bank of England, 
Leigh-Pemberton, announce 
creating a new one (already 
GPAG, the governor's private 
group) to bring together the C 
fused thoughts on how to regu 
and to bring them together qui 
Since Professor Jim Gower, 
ment of trade’s in-house ad 
duced his report on investor p 
January, different interest groups 
the City have been respond 
report with much self-inter 
imagination. In forming a comm 
is a roll-call of the great and 
within the City (see table), M 


The governor’s new commi 
Mr Martin Jacomb (chairman) — ye n 


Sir Nicholas Goodison 


Mr John Barkshire 

Mr Brian Corby 

Mr David Hopkinson 

Mr Bill Mackworth-Young | 
Sir Jeremy Morse 

Mr David Scholey 

Mr Mark Weinberg 


Ján 


- “Ta become chiet executive and co-chairman of the group tor 
` the merger. of Charterhouse J. Rothschiid and Hambro Life. 













ppropris 
ties activity. gA a 
nagement) together with 
nd financial futures”. The 
come up with ideas fora 
tructure that will have the 
the whole Syne easy. task 
onths, o = 
overnment has given the commit- 
proving nod. The Bank of En- 
| the department of trade both 
w regulatory structure in place 
possible. ‘Hardly anybody. now 
gainst at least some statutory 
. This week, even the stock 
dmitted that. it might need 
ome form of statutory backing to help it 
egulate the securities industry. The ques- 
nis, how much? . 
swering the question, it is impor- 
it progress on the self-regulatory 
utory fronts does not get out 
e government hopes to produce 
apes (a statement of its intent) 
utumn, with a financial services bill 
w next year. The Bank of En- 
ention is that a self-regulatory 
ased on the GPAG’s advice, 
be on the drawing board by the 
of 1984 and in place in 1985. 
Vas it necessary to create another City 
mmittee to do the job? The Council for 
e Securities Industry (CSD is an um- 
rella rganisation for the City set up by 
vious governor of the Bank of 
Mr Leigh-Pemberton has 



























ion oe which represent the 
sirable not the workable. In practice, 


epting Houses Committee, a 
werful group of merchant banks, wants 
ittod appear) and is too puny to bring 
disparate groups into line. 
\G. looks as if it will have 
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Stockmarkets 
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Jitter bugs 


NEW YORK, TOKYO AND LONDON 


' Stockmarkets in New York, London and 


Tokyo are nervous. On Wednesday, May 
23rd, the Dow Jones industrial average 
fell to its lowest level since April, 1983. 
Jitters over the $7.5 billion rescue of 
Continental Illinois, together with fears 
of a further rise in short-term interet rates 
and a backwash from the war in the Gulf, 
are doing nothing to bolster confidence. 
Nor is the inescapable conclusion that the 
yield on AA corporate bonds (13.9%) is 
fast losing step with that for stocks 
(4.6%). In February, the difference be- 
tween the two was 7.6%; a year ago it was 
only 6.9%. 

In London, on Wednesday, May 23rd, 
the FT industrial ordinary. share index 
shed another 8.7 points to 847.6, its 
lowest since mid-March. After ignoring 
Wall Street’s worries for longer than it 
should, the London stockmarket now has 
some of its own troubles to chew. on as 
well: indications that the miners’ strike 
has begun to bite into the output measure 
of gdp (up a meagre 0.2% in the first 
three months this year), and the lumpy 
growth in the public-sector borrowing 
requirement in April. 

Just as the Tokyo stockmarket had 
been outperforming its rivals in London 
and New York on the way up this year, so 
it has outdone them on the way down. 
The Nikkei Dow Jones average of 225 


shares slumped from a record high of” 


11,190 on May 4th to 10,060 by May 23rd, 
while the Tokyo stock exchange index fell 
by 9.8%. 


The slide in American markets, the — 
resurgence of the dollar against the yen ` 
news from the Middle East — 


and dodgy | 
contributed to Tokyo’s fall. But the big 
worry was that too much of the share 
ying during the rise in April and early 
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May 17th, repairs and | cong ssmer o 
are embroiled. in a row about how the 
rescue was carried out. 
The Federal Deposit insurance: Compe = 
ration (FDIC) tried to restore confidence 
by guaranteeing that all depositors in. 
Continental Illinois would get their mon- | 
ey back. Since March, however, the 
FDIC has. done the opposite with the 
steady trickle of small American bai 
continually going bust: Som h 
depositors are now getting ba 4 
than 35% of their money. Mc 
FDIC has argued that freel 
federal guarantees on all deposits « 
competition in deregulated m: 
small banks and their champion 
gress were furious about the rescue. 
The FDIC is being careful to avoid the- 
expense and political embarrassment of | 
protecting the. banks’ managers and — 
shareholders too. Of the $7.5- billion g 
offered to Continental on May 5.5.0 
billion was an enlarged credit line fro 
commercial banks. The rest was fresh 
capital ($1.5 billion from the FDIC 
$500m from seven of the 28 bi nks) 
lent at market rates and withdrawable ‘ 
demand. 
This leaves Continental ' Ilinois with 
little choice but to seek a buyer. A i 































First Pennsylvaniasin 1980. (when tw 
felled by a similar-run on its Euromark 
interbank deposits) could work only if 
regulators. put: fresh capital into .Cont 
nental for several years. 

Four banks, one of them foreign 2 
asked the investment house Goldman, 
Sachs for a look at Continental’s books. . 
Citicorp; Chemical Bank, First Chicago S 
and Britain’s Lloyds Bank are sal oy 
have shown interest, though on 
cal Bank: has so far admitted it 














billion a4 4%. of its total 
billion) that it was sh 
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quidating it and ` 
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_ Climate for reinsurers © 


yas another year of considerable difficulty 
neral Branch reinsurance business. However, 
now signs that the terms of trade for 
rs are improving as market capacity 
and increasing attention is directed 
the security of reinsurance protection. 


ckground to the Group's operations in 
} a continuation of the movement out of 
1 by most major economies. The decline in 
inflation has been most encouraging, 
est rates generally have remained at high 
exchange rates continue to be unstable. 


€ partial economic recovery has particularly 
ife and Disability insurers and the market 
for reassurers has also been reasonably buoyant. 
0 , competition in reassurance markets for 
h Life and Disability business continues to be 
strategy of our Life operations during 
is been to maintain the position of M&G 
one of the world's leading Life reassurers. 


ith the change in climate in reinsurance 
ts we have taken the opportunity to improve 
y of our portfolio of general business. 
it renewal season we have cancelled 
bstantial volume of business where there 


seems no possibility of achie 

profit. At the same time we J 
negotiate improved terms for mai 

have taken the opportunity to increase ou 
acceptances where the conditions ar 

for long-term profitability appear goc 
important has been our approach to the fi 
aspect of the business where we have had 
considerable success in eliminating cash de 
and obtaining speedier settlement of balan 


The contribution which the Group is m 
towards restoring the health of the reinsul 
industry has been considerable and has b. 
much favourable comment. oa 


Summary of Group Results 1983 
Year ended 31st December i a -Em 
Premium Income -4533 
Profit for the year aftertaxation 2.0 
Investments (at market value) 1,011.5 _ 
Reinsurance funds 964.2. 
Published Shareholders’ funds 112.2 _ 
Solvency margin 


(including inner reserves) 

































































argest chemicals compa- 
e world, returning to 
h under new state 
Jo years ago it lost 
28m) after tax. The 
ion of President Fran- 
nd then lifted it from 
sctor sick bed; and 
‘company announced 
FFr98m, the first since 
hart). 

ay tate subsidies are 














gof the chemical sec- 
Mr ‘Loik Le Floch-Pri- 
eer civil servant ap- 
. chairman of 
lenc in 1982 when he 
‘only 39. Whatever the rea- 
Rhéne-Ppulenc is on the 
d but may still need surgery. 
st year, sales increased by 
er the previous year to 
illion ($5.6 billion). And 
wth has continued. Sales for 
first three months of 1984 
ached FFr13.3 billion ($1.6 bil- 
n), a 22% increase over 1983. 
Deservedly or not, Mr Le Floch- 
Prigent is the man of the 
“moment. © 
Rhéne-Poulenc’s new chair- 
n arrived in the train of gov- 
rmment decisions to restructure 
‘the whole of France's ailing 
chemicals _ industry, not just 














cs in may at the govern- 
ment’s plans for the company. 
rial in fact, Rhone-Poulenc was 









Net sales 
£ Year to end-December 





ree Company-repectge 


th ne-Poulenc: better red than dead 


6ne-Poulenc, the 










lucky to lose some of its hopéless 


„parts and at the same time pick 


up someof the better bits of 
Pechiney, an aluminium firm also 
nationalised in 1982. 

Like its European rivals, in the 
late 1970s the French bulk chemi- 
cals industry suffered the twin 
scourges of: overcapacity and 
weak demand, The obvious solu- 
tion was to close plants. But, 
according to Mr Le Floch-Pri- 
gent, the bosses of the French 
chemicals companies were too 
suspicious of one another to 
agree to co-ordinate consolida- 
tions and. closures. He reckons 
the only way the government 
could bring the industry to its 
senses was to nationalise it. 

The government's intention to 
rationalise the industry was an- 
nounced in May, 1982; by the end 
of 1983 it was complete. The 
state-owned oil company Elf- 
Aquitaine took charge of most 
loss-making, petrochemical oper- 
ations in France. It brought its 
40% stake in the Chloé petro- 
leum company up to 100% by 
acquiring Rhéne-Poulenc’s- 20% 
interest and the 40% interest of 
Compagnie Francaise des Pé- 
troles (CFP), alias Total, another 
state-owned oil company. This 
took Rhéne-Poulenc entirely out 
of petrochemicals. All of its other 
petrochemical assets had already 
been handed over to Elf-Aqui- 
taine and CFP during Mr Gan- 
dois’s chairmanship. 

The loss-making. fertiliser in- 
terests were also hived off—to 


by product 

Net sales* 
Chemicals É 
Health 
Textiles 
Brazil 
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Contrituticns to performance,1982: 


by production area 
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will probably get rid of this in the 
next two years... 

So. what was Rhéiie-Poulenc’ s 
reward for having these business- 
es snatched away from it? First, 
Pechiney’s basic chemicals and 
farm chemicals. assets and. the 
drug company: Pharmuka. Sec- 
ond, a much-needed injection of 
equity capital. In 1982, the state 
promised to provide FFr1.7 bil- 


lion ($260m), spread over three. 


years. Other sources of finance 
include FFr1.3 billion-worth of 
15-year subordinate debt at low 
interest rates; and FFr600m of 
non-redeemable preferred stock, 
where shareholders get payouts 


linked to the company’s perfor- li 
mance. A further offering is ru- 


moured for later this year. Mr Le 
Floch-Prigent insists, however, 
that not another centime. will 
come from the government. 

Rigour is now the watchword 
in a Socialist administration that 
was willing to spend heavily. to 
reshape French industry when it 
won power in May, 1981. Rhône- 
Poulenc is adjusting its sails ac- 
cordingly, and taking seriously 
the government’s order to the 
bosses of nationalised industries 
to bring their companies into 
profit by 1985, or else. 

This change of attitude, to- 
gether with government-support- 
ed redundancy schemes, enabled 
Mr Le Floch-Prigent to complete 
the restructuring of Rhéne-Pou- 
lenc. He. was helped by- the 
unions being more co-operative 


than when the company was run: 


by Mr Gandois. In closing. the 
plants, Mr Le Floch-Prigent also 
announced plans—as with other 
nationalised companies—for 


: by Mr 


the chemicals indu i 


“deal eal the oe m 


performance does not live: up to 


(16.6% of sales) is. still Josing 


présentatives 
oulenc board 






: departure of 










ed with an uptu 









nefit I ore than 
most: during 1983 the strong dol- 
lar handicapped American ex- 


porters in third markets, while 


French exports were boosted by 
the devaluation of ‘the franc. 
Rhéne-Poulenc traces ‘one: third 
of its increase in turnover in 1983 
to external factors, about: one 
third toa rise in sales by volume, 
and a third to price increases: - 
The price increases were a ti 
umph for Mr- Le Floch:Prigent. 
Government: price: controls . 






the state, 


A real recovery? 


Rhône-Poulene still has:a lot of 
catching up-to do. Mr Le Floch- 
Prigent reckons a company of 
Rh6ne-Poulenc’s size should be 
making profits of around FFr1.4 
billion rather than FFr98m.. ‘But 
Rhéne-Poulenc has’ proved sur- 
prisingly vulnerable to changes in 
the business cycle—even though 
high-value products account for 
more than 60%. of its sales, and 
these are supposed to be reces- 
sion-resistant; and 
its product portfolio 
most. European 
companies. T : 
The snag is that the compa... 









potential. Its textiles division 






Capital expenditure a a i 








money. Its chemicals and agri- 
chemicals divisions have only re- 
cently returned to~ profit. The 
health division (20% of the sales 
and some 30% of operating profit 
last year) is in dire need of new 
products. The patents on the 
_ three drugs that provide most of 
this division’s oomph will all ex- 
pire within the next few years. 
These are ketoprofen (for arthri- 
tis), Flagyl (an antibiotic) and 
Sectral (a beta-blocker for heart 
disease). 
Some industry insiders feel 
- Rhone-Poulenc’s manufacturing 
base is skew-whiff. They note 
that, like many other French 
chemical companies, it manufac- 
tures most of its products in 
France rather than in the markets 
where it sells them. About 70% 
Rh6ne-Poulenc’s sales are 
de abroad, but 60% of its 
assets are based in France. This is 
said to be unhelpful when pros- 
pects for growth are better out- 
side France than within it. The 
analysis is not altogether convinc- 
ing. The over-valuation of the 
dollar has, for example, given 
French chemical companies a leg- 
up against American-based 
competitors. 

Rh6ne-Poulenc’s FFr18 billion 
debt is a better excuse. It is a 
hangover from the company’s fi- 
nal years in private hands when, 
as a loss-maker, it was unable to 
raise capital from its sharehold- 
ers. In 1983, almost two thirds of 
Rhéne-Poulenc’s operating prof- 
its went in debt servicing, com- 

pared with less than half for Eu- 
ropean chemical rivals. 

Mr Le Floch-Prigent has a 
strategy to close the gap between 
~ jne-Poulenc’s performance 

potential. He plans: 

ľo close loss-making plants in 
the low-growth textiles and low- 
growth chemicals sectors. Most 
of the serious retrenchment has, 
however, already taken place. In 
1983, operating profits per em- 
ployee worldwide improved by 
about 30% to reach FFr36,000. 
@ To trim the workforce. 
Rh6ne-Poulenc has pursued ear- 
ly retirement plans so keenly that 
by the end of 1983 only 2.6% of 
the workforce was aged above 55. 

Under Mr Gandois, the textile 

division’s employment roll was 
, reduced from a peak of 23,000 in 
the early 1970s to 6,000. More 
than $150m was spent on moder- 
nising three nylon and polyester 
plants—at Arras, Valence and 
Gauchy, which today account for 
most of the company’s fibre pro- 
duction. The company intends to 
_ abandon acrylics-making. 

Mr Le Floch-Prigent has been 
pushing through the final plant 
closures necessary in-textiles. In 
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Loik’s looking good 


early 1983, a nylon plant at Bes- 
sançon in the east of France, 
employing about 2,000 people, 
was closed. Alternative jobs were 
found for 1,000 of those given the 
push. In January this year, vis- 
cose production at Roanne in 
central France was stopped. So- 
pran, a Rhoéne-Poulenc. subsid- 
lary established in 1977 to help 
create jobs for redundant work- 
ers, was called in and the plant 
converted to make babies’ 
nappies. 

@ To “rationalise” basic chemi- 
cals, used in making, eg, deter- 
gents or textiles. This should be 
completed by 1985. Rhéne-Pou- 
lenc is closing one of the plants it 
inherited from Pechiney early in 
1985, A sulphuric acid and some 
organic chemicals and specialty 
chemicals plants will also come 
under scrutiny: they have lost 
money in the past few years be- 
cause plants were inefficient and 
over-manned. 

@ To concentrate on expanding 
high growth areas: health, farm 
and specialty chemicals, and ma- 
terials for the electronics indus- 
tries. When Rhéne-Poulenc was 
private, it had no money for big 
investments. Now Mr Le Floch- 
Prigent is using $1.56 billion of 
the capital raised for the three- 


year investment programme be- 
gun in 1983. He is spending 
around $1 billion of the $1.56 
billion in the high-value-added 
end of the company’s business. 

The largest single investment 

made in 1983 was FFr500m 
($66m) for a plant, near Lyons, 
to make polyester film for video 
tapes. 
@ To increase investment in the 
United States, Japan and faster 
growing markets—and particu- 
larly in specialty chemicals and 
drugs. Under Mr Gandois the 
company had already bought the 
agrichemical assets of Mobil in 
1981, so` doubling its American 
sales. 

In 1983, three joint ventures 
were set up in Japan to make 
silicones, used by the car or elec- 
trical industries, and specialty 
plastics. This year, the company’ 
has arranged a 50:50 joint ven- 
ture in drug manufacture with the 
American company Rorer and 
retains an option for complete 
ownership eventually. 

Like many other chemical 
firms, Rhdéne-Poulenc longs to 
acquire a specialty chemicals 
company in America. It will have 
to be foxy. The Mitterrand ad- 
ministration has imposed strict 
measures on the outflow of 
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capital. 

Another challenge is to bring 
textiles back into profit. So far, - 
Rhoéne-Poulenc’s Swiss and Ger- 
man textile outfits and half its. 
French textile operations are 
making small profits. Prices for 
textiles in France are government 
controlled and the three most 
modern plants are still making 
too many products from bulk 
nylon and polyester. 

Operating profits on chemicals 
are still low. Rhéne-Poulenc is 
trying to reduce the cost of its raw 
materials by buying more of them 
from Russia and China. As a 
Sweetener, these communist 
countries are being offered fa- ` 
vourable deals on Rhéne-Pou- 
lenc’s processed products. 


More profits in pills 


Much is hoped for from the 
health division (Rh6éne-Poulenc 
is the largest drug company in 
France and the 15th largest 
worldwide). There are now 15 
new drugs in the pipeline, discov- 


ered when Mr Gandois was in) — 


charge. Pharmaceuticals account 
for 60% of the health division’s 
sales and 70% of its profit. 
Although it has launched only 
one new drug during the past 
eight years, Rhéne-Poulenc has 
continued to devote almost a 
quarter of its annual FFr2 billion 
R&D budget to the health divi- 
sion. This policy may now be 
vindicated. 
Mr Igor Landau, the boss of 
the health division, says that the 
promising new drugs include In- 
dalpine, an anti-depressant; Imo- 
vane, a hypnotic; Suriclone, a 
tranquilliser; an  anti-arthritic 
drug which attempts to deal with 
the causes of arthritis rather than 
the symptoms; an anti-blood- 
clotting agent; and antibiotics. 
Rhône-Poulenc also hoped to 
get more profit out of its estab- 
lished drugs. Competition from 
generic manufacturers, who 
make cheaper versions of pills 
when the patents have expired, is 
less intense in France than in 
most other European countries. 
Mr Le Floch-Prigent will have 
to hurry if Rhéne-Poulenc is to 
be in profit by 1985 (the govern- 
ment’s deadline). The signs are 
that the recent recovery in chemi-. . 
cals is beginning to falter. A 
slump in demand is predicted for 
1985. A beggar-thy-competitor 
threat also looms. Other state- - 
owned chemical companies, 
buckling under loss-making pet- 
rochemical operations and also 
struggling to meet the 1985 ulti- 
matum, may try to get Rhône- 
Poulenc to hire some of the work- _ 
ers they fire. 
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emorated 
ogy of University Life 
FOWLER 
elegant volume from the University s 
$ will make a superb souvenir to 
sitors of what they med or. what 


The Observer 
£12.95 net 


ells Klemperers heroic and tragic story witha 

f drama and full human understanding and 

difficult to see how any musical biography 
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The right of the ; 
University of Cambridge -* 
te print and sell 
ail manner of books. 
was granted by 
Henry VIH in 1534. 
The University has printed 
and published continuously 
since 1584. 


This first volume of three wh 
the critical writings of one 
English literary critics. 
focuses on the novels of Jan 
also includes an Aglance bs aph 
JAg ance ackwa 


The Printing Revolu ion in : 
Early Modern E 2 


An An abidjan illustrated edition of The Printing 
Agent of Change, the first fulllength study o 
the advent of printing on Western culture. Of the 
edition, The New York Review of Books said: ‘This is 
_ and nee book.. -the authors clear: and fore 
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SCIENCE AND TECHNOLOGY 


- encroaching deserts should begin by re- 


-cognising that desertification is usually a 
political problem. The Soviet Union's 
policy of opening up “virgin lands” with 
irrigation has created more than 7m hect- 
ares of near-desert. Desertification in the 
Sahel is variously blamed on the declining 
power of Tuareg nomads (which allowed 
cultivators to move north into drier ar- 
eas), the colonial-emphasis on settlement 
or the demand for meat and firewood 


created by urbanisation. Even more idio- ' 


syncratic factors sometimes emerge: 
overgrazing in Somalia has probably been 
encouraged by the growth of mutton 
exports to Saudi Arabia. 

The technical problems of curing deser- 
tification are not insuperable. Except 
where the soil has been lost by erosion, 
the process can usually be reversed. Many 
of the solutions, however, would be pain- 
ful: reducing the number of cattle, re- 
stricting cultivation to wetter regions, or 
leaching salt from the soil with more 
- irrigation water, are not easy steps for a 
poor country to take. 

One of the most promising strategies, 
which should be within the reach of every 
country, is to plant special trees to protect 
the soil, improve fertility and provide 
firewood. Some trees, like Acacia tortilis 
from the Middle East, can actually stabi- 
lise sand dunes. About 60,000 hectares of 
‘Rajasthan have already been reclaimed 
with it. Others, like the African kad tree, 
Acacia albida, seem ideal for exhausted 
cropland or pasture. 

The kad tree has leaves only during the 
dry season; it thus offers shade when the 
ground most needs it and not when sun- 
loving grass or millet is growing. The kad 
tree also breaks the wind, fixes nitrogen 
from the air (which increases the yield of 
` crops around it), and provides firewood. 
Its seed pods and leaves are protein-rich 
food for cattle and goats. 

So why is West Africa not covered with 


f kad trees? Local people have known their 


value for generations. The obstacle, 
again, is political: Too often, govern- 
ments plant trees and, in a misguided 
effort to protect them, fine the people 
whose goats nibble the leaves. 

One anti-desert plan has been remark- 
ably successful in India. The state govern- 
- ment of Gujarat encouraged shelterbelts 
of trees by sharing the profits from fire- 
wood and grass among the local villagers. 
Many aid agencies, including Unep, seem 
to have taken the lesson. Local people 
understand how and where to graze their 
livestock without the help of scientists. A 
new programme to rehabilitate pasture in 
Niger is modelled on one drawn up by a 
tribal chief in the early nineteenth centu- 
ry. Give local people responsibility for 

their pasture, water or firewood and they 
can roll back the desert. 
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Recombinant DNA 
Not so fast 


WASHINGTON, DC 


Had things gone as planned, a row of 
potato plants in a remote area of northern 
California would have been sprayed this 
week with bacteria genetically altered to 
protect the plants from frost. This experi- 
ment by the University of California at 
Berkeley would have involved the world’s 
first deliberate release of genetically-en- 
gineered material into the atmosphere. 

It did not happen. On May 16th, a 
federal judge in Washington ordered the 
university not to proceed. The judge, Mr 
John Sirica (who became famous 10 years 
ago presiding over the Watergate trials), 
put a hold on any similar “deliberate 
release” experiments by American re- 
search institutions that receive federal 
money. 

The bacteria that were to be sprayed on 
the plants are called Pseudomonas syrin- 
gae. They naturally infect many plants 
anyway, but Mr Stephen Lindow, the 
project’s chief scientist, had genetically 
rearranged the Berkeley bugs to make the 
potato plant’s leaves more resistant to 
frost damage. 

The lawsuit was brought by a founda- 
tion headed by Mr Jeremy Rifkin, who 
has persistently raised moral and environ- 
mental questions about gene-splicing. Mr 
Rifkin and his co-plaintiffs—two environ- 
mental groups and several biologists— 
said that the altered bacteria might 
spread. This, they argued, might cause 
some plants and insects to flourish unpre- 
dictably at the expense of others. They 
referred to the damage caused by the 
accidental introduction of the Mediterra- 
nean fruit fly into the United States. 

Judge Sirica said he knew nothing 


Sirica just can’t get away from bugs 


about any of that. But he believed there 
was good reason to think that the federal 
governments National Institutes of 
Health (NIH) had failed to comply with 
the National Environmental Policy: Act 
(Nepa). 

Nepa, which was enacted in 1969, says 
that either an environmental assessment 
or (a more formal) environmental impact 
statement must be prepared before “any 
major federal action” that may signifi- 
cantly affect the environment is carried 
out. The judge thought that the Recombi- 
nant Advisory Committee of the NIH, 
which must pass on any genetic engineer- 
ing work conducted by an institution that 
gets federal funds, may not have com- 
plied with Nepa. ` 

The committee has had no formal pro- 
cedure for judging the environmental 
consequences of releasing recombina) 
organisms into the atmosphere. When .. 
approved the Berkeley experiment and 
two other field studies in early 1983, it did 
so without jumping through the Nepa 
hoops. In fact, the NIH has said that “it is 
not the function of the [committee] to 
determine what Nepa. . . regulations 
require”. 

Another thing that may have weighed. 
with the judge was the plaintiffs’ assertion 
that the committee does not have the 
unbiased expertise to make decisions 
about what the release of a genetically- 
changed organism might do to the envi- 
ronment. Except for a terrestrial biologist 
who joined the panel after it had ap- 
proved the field tests, the committee has 
consisted almost entirely of molecular 
biologists, many of them engaged in re- 
combinant research themselves. 

What happens next is anybody’s guess. 
Mr David Dorrinson, the uniyersity’s 
lawyer, says his client will appeal again 
the judge’s order. But Judge Sirica, 
whose order was only a preliminary one 
pending a full trial, has indicated pretty 
clearly that he will eventually rule that a 
full-blown environmental impact state- 
ment is required before the NIH commit- 
tee allows gene-spliced organisms to be 
released outdoors. Preparing such a state- 
ment could take a year or more in each 
case. 

There may be renewed pressure for 
legislation: at the moment no federal law 
governs the subject specifically, and no 
federal agency has clear authority to 
regulate genetic engineering. The Reagan 
administration is trying to remedy that: 14 
federal agencies are discussing what the 
government’s regulatory role should be. 
Meanwhile, the Environmental Protec- | 
tion Agency is drafting regulations under 
the Toxic Substances Control Act; but 
they are not ready yet. 

There is one large loophole. None of 
the regulatory apparatus applies: to or- 
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NEW YORK’S 


HOTEL 
CARLYLE 


Accommodations 
for transient and resi- 
dential occupancy. The 
centre of New York’s 
museum, gallery and 
auction world. Conve- 
nient to bus and shop- 
ping. Three 
restaurants. 
Madison Avenue at 76th St. 


New York, N. Y. 10021 
Telephone: (212) 744-1600 

4 Cable: THE CARLYLE, New York 

Int. Telex: 620692 
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superb 


WHY SEE 
YOUR HARD EARNED PROFITS 
ERODED BY FRAUD? 


As a busy Director, you don’t have the 
time to check crime within your 
company. WE DO! 


Grants International have a proven 
record with many leading national and 
international companies providing a 
fast and effective service in the 
investigation of maritime, banking and 
commercial frauds. 

To find out how we can make sure you 
keep your profits, write or phone our 
U.K. office... 

4 Murdock Road Bicester Oxon OX6 7DF 
Telephone: (0869) 245815 Telex: 83476 Granfo G 


New York - Cyprus: Jedda - Sydney 
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Were so proud 
of our son — 


Mavis and Stan Roberts have every reason to feel proud. It 
was as a baby that Philip came into Barnardo’s care because 
his natural parents could not look after him. Mr and Mrs 
Roberts had shown great interest in him over a considerable 
period prior to adopting him as a teenager with the help of 
Barnardo's. 

Mavis and Stan gave him all the love he needed to settle into 
his Own secure home. Over the years they scrimped and 
saved to give him the best they could. 

Imagine their delight when he responded by proving himself 
to be hard working and studious. So much so in fact that now 
he is accepted into Officer Training School with the prospect 
of a successful Army career ahead of him. 

Barnardo’s have been finding homes for children for many 
years as well as caring for mentally and physically handi- 
capped youngsters, running day care centres and various 
community projects throughout the country. However the 
costs of running such highly specialised services are very 
high. 

If you want to help please send a donation to Dr Barnardo's, 
or maybe remember us in your will in the form of a legacy. If 
you require further information please write 

Whilst we admit that Philip's success story may be unique we 
think you'll agree it is worth telling 


Barnardos 





Dr Barnardo’s, 203 Barnardo House, 
Tanners Lane, Barkingside, Ilford, 
Essex IG6 10G 


This is a true story. To respect the privacy of those involved we have used models and fictional names. 
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ganisations that do not receive federal 


money. In the past, private firms have - 


voluntarily gone to the NIH for advice on 
their plans for recombinant research be- 


fore going ahead. Why should they now? 


Particle physics 
Hera’s children 


HAMBURG 


There is at least a little poetic justice in 
the fact that the closer man gets to 
understanding the nature of the universe, 


‘the more money he has to shell out to test 


his exotic theories. Particle physicists, the 
scientists who try to describe the basic 
components of matter and the forces that 
act on them, can perform their experi- 
ments only with gigantic machines, miles 
in length, which accelerate subatomic 
particles to velocities near the speed of 
light and then smash them together. 
Work has just begun on a new one of 
these machines to join the handful al- 
ready in existence (such as that of Cern, 
Europe’s cenfre for particle physics near 
Geneva). The new accelerator at West 
Germany’s national accelerator laborato- 


Si ry, Desy, in Hamburg’s suburbs, will start 


to operate in 1990. Named Hera, for 
Hadron-Electron Ring Accelerator, it 
will be the world’s first to bring beams of 


_ electrons and protons into head-on colli- 


sions. (The accelerator at Cern, where 
three new particles were discovered last 
year, smashes protons into their antimat- 


` ter equivalents, antiprotons.) 


Scientists will be using Hera mainly to 
try to dissect protons and find out what 
‘they are made of. Over a decade ago, 
experiments in which electron beams 


were fired at stationary protons began to 


reveal that protons are not simple point- 
like objects. Instead, a proton is known to 
contain three quarks, mysterious objects 
glued together by the so-called strong 
nuclear force. But are quarks the end of 
the story'or do they themselves comprise 


` smaller particles? . 


-Cern may shed some light on this from 
its proton-antiproton collisions; but not 


“much, because the debris is too compli- 


cated to interpret. A favourite analogy 
among particle physicists is that a proton- 
antiproton collision is like smashing two 


oi Swiss watches ‘together in order to find 
out how they work. 


Hera’s electron-proton collisions, on 
‘the other hand, are like using X-rays to 
reveal the contents of the watch. The 
beam of electrons provides a fine probe 
that can show the detail within the object 
it strikes. This is because electrons are 


_tiny—about 2,000 times smaller than pro- 


tons—and apparently have no internal 
structure: it seems they cannot be further 
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Superconducting towards a smash 


broken down. 

Each electron-proton interaction at 
Hera will release 314 gigaelectronvolts 
(GeV) of energy. One GeV is enough to 
run an average power station for a tenth 
of a billion-billionth of a second; and is 
roughly equal to the energy locked up as 
matter in a single proton. So 314 GeV is 
enough energy to create hundreds of new 
particles. 

To achieve these high-energy colli- 
sions, the electrons and protons will be 
accelerated in opposite directions around 
an approximately circular ring about 6.3 
kilometres in circumference. The particle 
beams will be steered and focused by 
magnets and given their energy by radio- 
waves. Hera’s 1,000 superconducting 
magnets will be made of coils of niobium- 
titanium alloy cooled by liquid helium to 
temperatures near absolute zero, where 
they can carry high electric current with 
little or no resistance. 

This doesn’t come cheap. Hera’s total 
cost is estimated at DM960m ($425m), in 
1981 prices. The federal government will 
pay most of the construction costs, and 
Hamburg will contribute about DM100m 
($44m). Some of the rest, in the form of 
equipment and operating costs, will be 
met by other countries in return for 
participation in the experiments. Canada, 
France, Holland, Israel and Italy have all 
shown an interest. 


Anti-insomnia drugs 


Sweeter dreams 





PARIS 


For the past 20 years Valium and related 
tranquillisers have been the safest and 
most effective drugs for treating insom- 
nia. But these drugs, called benzodiaze- 
pines, can have ill effects. 





France’s 


Fis AEE 
Pen Fee 


Rh6ne-Poulenc now says that it has de- 
veloped a new kind of anti-insomnia drug 


that has fewer bad side- effects than 


benzodiazepines. 

Nobody is sure quite how benzodiaze- 
pines work. It is thought that they inter- 
fere with some transmissions between 
brain cells (or nerve fibres). When electri- 
cal signals reach the end of a nerve fibre 
they stimulate the release of chemicals, - 
neurotransmitters, into the space that 
separates one brain cell from the next. 
They then cross the junction to the next 
brain cell, where they bind to receptors 
and either enhance or dampen the further 
transmission of electrical signals. 

Benzodiazepines seem to strengthen 
the effect of GABA, a neutrotransmitter 
that retards electrical signals; it is thought 
to be responsible for calming anxiety a! 
stopping insomnia. The benzodiazepin 
interact at receptors close to those for 
GABA. One theory is that there are two 
receptors for the benzodiazepines: one 
controlling anxiety, the other insomnia. 

Benzodiazepines have several undesir- 
able side-effects. Long-acting benzodia- 
zepines are eliminated from the body 
slowly: they can go on acting even after a 
night’s sleep (the carry-over effect).- 
Short-acting benzodiazepines, if used in 
high doses, can make insomnia worse 
when the patient comes off treatment (the 
rebound effect). Dependence on the drug 
is another problem for some patients. 
And benzodiazepines can interact unde- 
sirably with other drugs, such as alcohol. 

An anti-insomnia drug that avoided 
some of these problems would be wel- 
come. Rhéne-Poulenc thinks it has one in 
its Imovane. Imovane belongs to a totally 
new class of chemical called cyclopyrro- 
lones. It is thought to act at similar sites 
the nervous system as the benzodiaz_ 
pines; but it does not seem to have a 
strong tranquilliser effect (which lends 
support to the two-receptor theory). 

Rh6éne-Poulenc claims that its new 
drug has neither carry-over nor rebound 
effects. It looks as though Imovane can be 
given to some patients who have trouble 
breathing (benzodiazepines usually can- 
not). Studies have also suggested that. 
Imovane does not produce: the side-ef- 
fects that benzodiazepines do when taken 
with alcohol. And so far no long-term ill 
effects have been observed. j 

Rhône-Poulenc has tested its new drug 
on 1,600 patients. The company hopes to 
launch Imovane in Europe next year and 
in America in 1988. It will not be alone. 
The German drug company Boehringer 
Ingelheim has a new benzodiazepine de-. 
rivative, and France’s Synthelabo is de- 
veloping another new class of hypnotic. 
The hypnotics market is worth fighting 
over: about one third of Americans say 
ai do not sleep well. 
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Barclays Bank. 
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There is a generally held misconception that 

_ tervention rates are fundamental to any judgement by 
a clearing bank on the level of its base rate. John Quinton, 
senior general manager of Barclays Bank UK, argues 


otherwise and takes 


A fresh look at Base Rates 


Barclays’ recent introduction of a formula linking 
base rate more closely to market rates seemed to 
catch both competitors and commentators unawares. 
But, inside the bank, the strategic decision to move 
base rate more frequently, and by smaller amounts, 
had been taken months earlier. 

When it came, the move was made in the absence 
of any Bank of England action in the market. This tends 
support the contention, made in this publication 

in February last year, that intervention rates are by 
no means the sole arbiter of an appropriate level for 
clearing bank base rates. Banks certainly look in that 
direction, but more to ensure that their compass 
reading is right than to be given an actual course. 
Intervention rates may provide the pivot to the 
entire interest rate spectrum, but they are not the 
rates at which the clearers can raise deposits. 
Increasingly, in recent years, banks have had to 
raise money in the market at rates linked to the 
various interbank rates. They have been forced to do 
so as their traditional source of funds -cheque 
accounts and 7-day deposits -has dwindled. Barclays’ 
chairman, Sir Timothy Bevan, says in his statement 
in the bank’s 1983 Report and Accounts that in 1950, 
when he joined the bank, cheque accounts provided 
75% of Barclays’ funds. In March this year the 
amount for cheque and deposit accounts together 
was 49% — with the remainder raised at rates linked 








to market rates. Over 70% of the funds which 
Barclays borrowed at market rates in March was for 
periods of up to three months. The Goverment’s 
decision to apply a composite rate of tax to most 
clearing bank personal deposit accounts from April 
1985 will further accelerate the trend, as funds leave 
the clearers, perhaps for National Savings. 

As the clearers’ dependence upon wholesale funds 
has grown, so, too, have LIBOR-linked medium 
term loans. Such loans -for a term of up to 10 years - 
usually have interest applied quarterly on the basis 
of the three month inter-bank rate. In March 1984, 
£1,700m of Barclays’ total advances were charged 
interest at rates linked to LIBOR. 

With some 62% of outstanding overdrafts and 
loans still linked in the traditional way to base rate 
however, the implications of a mismatch between 
LIBOR and base rates become apparent. In 1982, three 

F months LIBOR averaged 
12.37% and base rate 11.93% - 
a gap of nearly '4%. In 1983 the 
figures were 10.19% and 9.82% 
indicating that, on strict 
commercial criteria, base 
rates were 34% too low. 
(CONTINUED ON PAGE 4) 
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In 1736 when James Barclay entered into 
banking partnership with John Freame 
from offices in Lombard Street, he could 
scarcely have imagined that, some 250 
years later, customers would be able to 
transfer millions of pounds simply by 
pressing buttons on a desk top, where 
once rested a quill pen and inkwell. 
Today, however, that 
is a reality. 

















In response to the rapid development of 
treasury management, both domesticallyand 
internationally, Barclays has invested substantially 
in developing services designed to fulfil the 
requirements of its corporate customers. With an 
eye on profitability, corporations are increasingly 
concerned with interest and exchange rate 
exposure, minimisation of borrowings and float 
and maximisation of investments and deposits. 


Emphasising Barclays’ position as ‘the bank 
that understands technology’ the Group has 
undertaken extensive development work to 
produce a comprehensive range of electronic cash 
management products, providing corporate 
treasurers with extensive information reporting 
and payment facilities. These include real-time net 
position and transaction reports through the Clearing 
House Automated Payment System (CHAPS). 


Corporate cash 


- from quill pe 


Barclays’ balance and transaction reporting 
provides information on accounts with Barclays 
worldwide and through a facility for exchanging 
data, potentially on accounts with any bank. The 
level of transaction information available varies, 
depending on location and account, but systems 
are now in place which, coupled with Barclays’ 
worldwide network of more than 5,500 offices in 
over 80 countries, enable corporate treasurers to 
manage company cash flows in the world’s major 
financial markets. 

The range of reports available extends from a 


through-the-day reporting. Reports can show 


‘A balances posted by the banks and funds 


available on a daily basis, together with an 
indication of the value of transactions 
passing through each of the corporate 
treasurer’s accounts. Through-the-day 
reports are updated as value is given against each 
transaction passing through the CHAPS sterling 
payments system. 

Barclays is also well advanced in providing 
information relating to foreign exchange contracts 
and currency deposits, providing details of 
maturities on each and on positions held. 

The complex nature of many corporations’ 
receipts and payments has led the bank to design, 
for the UK, a set of reconciliation services which 
interface automatically with corporations’ own 
accounting systems. These services simplify the 
administration of accounts by automating 
accounting and reconciliation functions. 


Early in the development of electronic corporate 
cash management services, Barclays recognised 
that corporate customers would not be satisfied 
simply with the delivery of information to the 
corporate treasurer’s desk. 

At the forefront of electronic funds transfer 
technology are BACSTEL and CHAPS. 


CHAPS The Clearing House Automated Payment 
System, which was introduced in February this 


comprehensive two month balance history to full, 


y 
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year, is arguably the world’s most advanced 
electronic funds transfer system. For the first time, 
corporate treasurers are able to send and receive 
electronically, guaranteed unconditional same-day 
value sterling payments for values of £10,000 and 
over, throughout the UK. No longer are customer 
initiated same-day value for sterling payments 
restricted to accounts held within the Town 
Clearing area of the Gity of London. 

The significance of CHAPS spreads beyond the 
oanking community into,other financial institutions, 
such as stockbrokers, corporates and solicitors, 
whether in London or the provinces. 

The core of the CHAPS system is a communi- 
cations network between the clearing banks which 
utilises British Telecom’s Packet Switching Service 
(PSS) -the first purpose built public data trans- 
mission network to operate in the UK -providing 
very high levels of operational efficiency and 
security as well as compatibility with each of the 
major international communications media. 

In order to ensure that full use can be made of 
available funds, Barclays has developed software 
specifically designed to rum on a micro-computer 


located within the customers own office. Customers 
can therefore initiate and receive payments without 


bank intervention. Inaddition, the software 
permits storage of over 1,000 payments in 
advance of their release, and allows advance 
preparation of payments bya pre-formatting 
process, thereby dramatically reducing 
the time spent in initiating recurring 
payments. 

BACS Introduced in 1983, BACS now 
offers a terminal-based electronic 
funds transfer capability through 
its telecommunications link 
BACSTEL. 

BACS provides a service 
complementary to CHAPS. 
While CHAPS caters for the high 
value, low volume transactions, such 
as money market movements, foreign 
exchange settlements or vital completions, BACS 
caters for high volume, low value payments such 
as salaries, or the collection of rents or premiums. 
Whereas CHAPS is designed expressly for 
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payments requiring the immediate transfer of 
same-day value, BACS requires knowledge 
of the need for a payment two days before 
that payment is effected for value. 


INTELSAT V 
illustration by 
courtesy of 
British Telecom. 


These sterling payment systems are 
complemented by Barclays’ currency 
terminal-based electronic funds transfer 

service. Initially offered from New York and 
based in US dollars, this service is planned to 
extend to each of the world’s major financial 
centres. 
While the physical means of doing banking 


| business has changed beyond the wildest 


dreams of James Barclay in the 1730s, the bank’s 
commitment to providing high quality, reliable 
and cost-effective services remains the same. 
Barclays Group Cash Management specialises 
in providing advanced electronic products to 
corporate customers, worldwide. 

For further information please contact Mark Wood, 
deputy head of Corporate Cash Management, 


Barclays Bank PLC, 54 Lombard Street, London EC3P 3AH. 
Tel: 01-626 1567 Ext. 2584. 
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| Briefing 


A fresh look at Base Rates 


Outside influence 

In deciding to pitch base rate closer to the market, 
Barclays is aware that its choice will seldom be made 
in an environment divorced from outside influence. 
Interest rates have been, and will continue to be, an 
integral part of the economic strategy of successive 
governments, irrespective of their political colour. 
US interest rates, the exchange rate and indeed the 
general condition of industry are also factors to 

be weighed. 

While the banks must always be responsive to such 
influences, they cannot afford to ignore the market 
forces which, at the end of the day, determine both 
what they can charge and what they can pay. 

Barclays’ new strategy will be largely neutral in 
terms of its impact upon customers, although 
corporate customers should benefit in a period of 
increasing interest rates by virtue of a more gradual 
rise. The reverse may well be true when rates are 
coming down. 

Obviously, the bank could not live with a situation 
in which its base rate was always above or below the 
competition. The amount of market share lost or 
gained would almost certainly be prohibitive. While, at 
the time of writing, the other English clearers have 
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62 (February 1984), Dr. Tom Soper 
problems of the Third World and 
s in helping to overcome these 
ing shortage of foreign exchange has 
to look at alternative ways of securing 






equirement that 


chosen not to emulate Barclays, they have found 4% 
an acceptable amount by which to reduce deposit 
rates. Perhaps the appeal of such flexibility will be 
applied to base rates at some stage in the future. 


Time will tell 

With the prospect of single figure interest rates 
stretching into the second half of the ’80s, there is 
a strong case for such a new approach. So many 
factors surrounding market rates are outside the 
control of the clearing banks that Barclays’ move is, 
in a sense, experimental. Time will tell how successful 
it proves to be. 


But, for the time being, the decision seems to be 
in line with Bank of England policy, post MLR, to 
allow ‘market forces a greater role in determining the 
structure of short term interest rates, and permit 
greater flexibility’ It also has the added attraction that 
to some extent it ‘de-politicises’ base rate moves, 
while at the same time reducing the scope for 
wholesale arbitrage. 


At the very least, there has been a deafening 
silence from those who would have it that the 
clearing banks talk to each other about base rates. 


In fact, they never do. @ 


counterpurchased goods must be sol 
incremental in existing mark 


Recent estimates indicate that 


- $590 bn. involves counte 


looking at East European 


gut about countertrade as a 


each country. 


This Briefing has been prepared as a service to everyone interested in finance by 


Barclays Bank Group Public Relations Department, 54 Lombard Street, London EC3P 3AH. Tel: 01-626 1567, Ext. 4086. 
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Mao’s manager 


CHOU: The Story of Zhou Enlai 
1898-1976 

By Dick Wilson. 

_ Hutchinson. 349 pages. £14.95. 


When Zhou Enlai, China’s prime minis- 

ter for 27 years, died on January 8, 1976, 

an estimated 1.5m Chinese turned out 

` Spontaneously in sub-zero temperatures 
| stand in silent grief in Peking’s city 

_ teets. A few months later, the death of 
the great helmsman himself, Mao Ze- 

dong, was marked with greater ceremo- 

ny, but little real affection. Supposedly so 

close to China’s peasant multitudes, by 

the time he died Mao’s deliberately over- 

cultivated, over-blown personality had 
become remote, almost god-like. Zhou— 

by origin the well-educated son of a minor 

mandarin—had, by contrast, earned gen- 

uine respect and affection as a man of the 

people; honest, down-to-earth and fair- 

minded. Mr Wilson uses the contrast 

between the two men throughout this 

splendid book to set Zhou Enlai on his 


_ Tightful plinth as one of the great figures 


in China’s modern history. 

Dean Acheson called him “the ablest 
diplomat in the world, not excepting Mr 
Churchill”. Mao Zedong, appreciating 
Zhou’s capacity for organisation and for 
coping with mundane detail, called him 

; “manager”, and, less kindly, “the 
—-tle donkey” of the Chinese Communist 
party. The traditional western view of 
Zhou Enlai is of the urbane, witty and 

brilliant strategist behind the emotion of 
Mao’s revolution. For Dick Wilson, Zhou 
was also ruthless in ordering the death of 
thousands and the humiliation of millions 
of innocent Chinese. 

There have been other biographies of 
Zhou Enlai, but none so adept at mixing 
anecdote and analysis, or so scrupulous in 
their judgment. Like other biographers, 
Mr Wilson has little trouble in explaining 
why Zhou became a communist: given 
-China’s corrupt and weakened condition, 
radical remedies were called for. To his 
credit, he goes further and raises the 
question of why a man of Zhou’s obvious 

-intelligence and sympathy would stay a 


` communist through the appalling ex- 
- cesses of Mao’s revolution. 


The answer seems to be that Zhou was 
the best communist of them all. He sup- 


_ ported totalitarian tactics in the expecta- 
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tion of revolutionary rewards. During the 
cultural revolution, when his ministers 
were picked off one by one to be hounded 
to death or made to carry night soil in the 
countryside, Zhou chose to be a collabo- 
rator rather than a martyr. He knew his 
sacrifice would not halt the Maoist torrent 
(or the murder of his adopted daughter), 
so he chose to hang on, do what he could 
to keep a grip on the wheel, and hope for 
quieter days. Zhou managed to save some 
colleagues, and had some success, in 
alliance with the army, in calming the 
radicals’ storm. In the words of a Chinese 
proverb, “the helmsman must guide the 
boat by using the waves, otherwise he will 
be submerged by them”. Zhou believed 
he would soon be needed again to find the 
safer shores of more orthodox commu- 
nism. He was right. 

Zhou survived, when all Mao’s other 
closest comrades were killed or purged, 
because, in the words of an embittered 
enemy, he was “smooth and round”. But 
to those who met him, behind the politi- 
cal infighter, he was a tough and engaging 
character. He loved ballroom dancing, 
Charlie Chaplin and stiff drinks. (His 
secret for consuming all that maotai at 
state banquets was to knock it back 
quickly to keep it from touching the 
tongue or the back of the throat.) Unlike 
many colleagues, he lived frugally. 





Turning on the charm 








| Above all, Zhou won his reputation by 


his skill as a diplomat. He charmed west- 


erners into ignoring his communist core, 


and third-world leaders into missing his 


Chinese chauvinism. When the Soviet — 


party boss, Khrushchev, needled Zhou 
about his mandarin origins (as opposed to 
Khrushchev’s own peasant stock) Zhou 
thought for a moment and then shot back: 
“Yes, comrade Khrushchev, but at least 
we have one thing in common. We have 
both betrayed our class.” Yet, in contrast 
to Mao, Zhou got on better with Soviet 
leaders, and opposed the break with 
Moscow in the early 1960s. Had Zhou not 
been seriously ill at that time, and again 
at the height of the cultural revolution, 
the course of recent Chinese history 
might have been steadier. 

Zhou’s chosen successor, and one of 
those he managed to salvage from the 
cultural revolution, was Deng Xiaoping. 
The two men were quite different: Deng 
is sharp where Zhou was smooth, and 
Squarely controversial where Zhou was 
round. But both share a commitment to a 
more outward-looking, modern China. If 
the younger men whom Deng has chosen 


to succeed him manage’ tẹ stay on top — 


when he goes, then their successes and 
mistakes alike will be as much part of the 
Zhou Enlai legacy. 


We rob banks . 


THE STRANGE HISTORY OF BONNIE 
AND CLYDE 

By John Treherne. 

Jonathan Cape. 245 pages. £8.95. 


This book starts with a dedication to the 


12 men murdered by Clyde Barrow and 


Bonnie Parker during the couple’s career 
of crime in Texas some 50 years ago. The 
author, John Treherne, is apparently say- 
ing that he is going to tell the brutal truth 


and not add to the fable promoted by ` 


Arthur Penn’s stylish film of the 1960s. 
Bonnie and Clyde seem in reality to have 
been without obvious charm. They killed 
without feeling, and, as thieves, they 
were incompetent. He was a mother’s 
boy, she an exhibitionist. One has some- 
sympathy for the observation by John 
Dillinger that they gave “decent bank 
robbers a bad name”. 

And yet there is the legend, turning 
them into something universal, rather 
than what J. Edgar Hoover called “these 
rats”. Bonnie and Clyde were already 
famous in their brief lifetimes, as were 
most reasonably industrious gangsters in 
America in the early 1930s. Being a 
couple, they were also a novelty in the 
gangster world. After one quick exit, they 
left behind a batch of snapshots. One 


widely-published snap. showed a trim ~ 
Bonnie with pistols and a cigar. She was 
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This 120-page report provides potential 
Investors with.a thorough assessment of 
Jaguar's prospects — marketing, 
manufacturing and especially financial. 









These factors are considered alongside 

projected profit and cash flow figures 
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models to produce a valuation of Jaguar 
prior to privatisation. 
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not just a moll, she was a working 


gangster. ; 

Bonnie also wrote poetry, a punchy 
doggerel that anybody could understand. 
That, too, found its way into the newspa- 
pers. Since they were always hard up and 


picked banks that had little money in 


their safes, there were only the briefest of 
pauses between their exploits, so the 
publicity was continuous. They escaped 
from a series of police ambushes by 
shooting their way out and getting away 
in fast cars. Clyde may have been the 
innovator of that staple of crime movies, 
the car chase. His favourite car was the 
Ford V8. He wrote to Henry Ford com- 
mending it. 

All this made good copy. Bonnie and 
Clyde were as famous, in their way, as 
Garbo and Gilbert. When they were shot 





‘ed SO 
Pistol-packing Bonnie 


down, souvenir hunters hacked off hair 
from Bonnie’s head and one man tried to 
cut off Clyde’s trigger finger. Arthur 
Penn’s film (one of six made about the 
couple) of two attractive people defying 
pig-headed authority, living fast and dy- 
ing young, roughly fitted some of the facts 
and was widely believed. 

Mr Treherne’s book displays the same 
qualities as his previous offering, “The 
Galapagos Affair”. He is a relentless 
tracker down of fascinating detail, which 
he stitches together to make a compelling 
read. But for all his painstaking work, he 
gives the impression that he fears he has 
not entirely demolished the Bonnie and 
Clyde myth. He casts uneasy backward 
glances at Robin Hood and King Arthur, 
both apparently real-life no-goods, and 
look at their reputations now. It takes 
more than the truth to confound an 
appealing myth. 








Summer song 
GLYNDEBOURNE: A Celebration 


Edited by John Higgins. 
Jonathan Cape. 170 pages. £12.50. 


This season Glyndebourne is 50 years old. 
From its beginnings as the intimate set- 
ting for the sweet, but small, voice of 
Audrey Mildmay, it has won internation- 
al renown and an air of permanence that 
must be envied by many a struggling 
temple of the arts. Rejoicing in the anni- 
versary, 12 Glyndebourne-lovers here ex- 
press their particular delight in the place. « 
It might have been tedious. George 
Christie’s opening essay, rendering 
thanks to his illustrious forebear, his 
colleagues and his staff, mentioning a 
modest satisfaction with current stan- ~ 
dards and suggesting bright hopes for tk 
future, reads like a headmaster’s repor 
Happily, others take different lines. 
Among those who work there regular- 
ly, Peter Hall and John Cox offer interest- 
ing lectures on the proper production of 
works by Mozart and Strauss. John 


> Pritchard and Bernard Haitink discuss 


the problems and pleasures of conducting 
opera, and Raymond Leppard describes 
his successful search for early baroque 
masterpieces, which resulted in seminal 
productions of Monteverdi and Cavalli. 
Sir Roy Strong gives an individual and 
well-argued view of the visual taste of 
successive Glyndebourne designers. He 
has liked some and loathed others, and is 
surely right to conclude that their purpose 
has been to reassure audiences, not to 
shatter them. Another contributor with 
mixed memories is Desmond Shawe-Tay- 
lor, who has loved the place almost from 
the beginning, but who recalls refreshing- 
ly awful evenings when, for exampl 
everybody sang too loudly or the ope__ 
was clearly wrong for the theatre. As old 
John Christie used to say, gloomily greet- 
ing his audience for a Britten premiere, 
“This isn’t our kind of thing, you know”. 
A contributor whose memory also goes 
back a long way is Sir Isaiah Berlin. His 
idiosyncratic ramble through old pro- 
grammes is nostalgic and utterly 
seductive. : 
Surprisingly, the best piece has the 
least promising title, “Glyndebourne ex- 
tensions”. In a long, informative and very 
funny essay, Gillian Widdicombe re- 
counts the many attempts made to bring 
the opera to a wider audience, with 
recordings, broadcasts and tours. She 
writes about the first BBC radio trips to 
Sussex, when microphones were hung in 
trees for authentic bird and sheep noises, 
goes through the brilliant first records of - 
Mozart operas in full and on into early 
television, when subtitles were, captions 
on postcards held in front of a camera, 
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ics of new services. and 
how they may evolve. 
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154 The Prospects for 
est Trade: Policies, 
Indebtedness, Exports 
The dust of crisis has now begun to 
settle over East-West trade, and the time 
~~ a8 ripe for this assessment of the 
‘ospects to 1990. The report:concludes 
there will bea shift back toimports 
the West and important changes of 
i emphasis. 


Price £55 or US$110 
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No. 167 Art as Investment 
“Ts art as good an investment as shares? 
This report compares the performance 
of thirteen art categories with the 
increases in the Dow Jones and 
Financial Times indices, with earnings 
taken into account, between 1959 and 
1983. 


Price £45 or US$90 


No. 162 Financial 
Modelling with a 
Microcomputer: Software 
Choice and Hardware 
Selection 


Sets out criteria to be considered when 
selecting hardware and software for 
financial modelling exercises, outlines 
various modelling routines and gives 
worked examples of different types of 
model. 

Price £45 or US$90 


No. 152 World Textile Trade 
and Production Trends 


The rapid growth rate of the textile and 
clothing industry over the last three 
decades is slowing and is likely to slow 
further to 1990, This new report looks at 
the pattern likely to emerge over the 
next twenty years and gives detailed 
analysis of production and consumption 
trends, 


Price £60 or US$120 
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No. 166 Republic of Ireland: 


Economic Prospects 1984- 
Looks at the government’seffortsto 
restore this once dynamic economy and 
the consequences of its actions, In 

particular, examines the prospects for. 
export growth, the likely direct benefits 

to the economy of varying oil flows and 
the prospects of the Republic remaining 
competitive as an investment location. 


Price £85 or US$170 


No. 157 World Natural Ge 
Outlook: What Role for 
- OPEC? : 


The recent suspension of a major ` 
international contract (between 
Algeria’s Sonatrach and tht USA's 
Panhandle Eastern) is only the latest ina: 

series of setbacks to natural gas. 
exporters. In the longer term, thi 
Special Report argues, import demane 
may revive; but will the supply be there?. 


Price £120 or US$240 


No. 150 Cable Television in 
Western Europe: A Licence 
Print Money? 
Provides a guide through the maze of 
economic, political, social and: 
international factors which any. 
participant in the development of ca 
TV should consider. Analyses t 
current position, future outlook and 
possible developments to 1992 in. 
countries. 


Price £75 or US$150. 
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ORLD TABLES, THE THIRD EDITION 
ol T Economic Data 


“from the fil s of The World Bank 


economic, demographic, and social data on most 

unitries and territories of the world. Introduced in this 
edition is a set of tables on industrial statistics, trade in 
nufacturers classified by the International Standard 
Industrial Classification, and the main results of the Interna- 


«tional Comparison Project on purchasing-power parities 
-C andreal gross domestic product. 


Volume 1: £40.00 hardcover £20.00 paperback 
Volume Il: £20.00 hardcover £10.00 paperback 
ie two-volume set: £52.00 hardcover £26.00 paperback 


THE PLANNING OF INVESTMENT 
PROGRAMS IN THE STEEL INDUSTRY 


David A. Kendrick, Alexander Meeraus, 


d Jaime Alatorre 

e authors provide an overview of the technology of steel 
‘oduction and an application of investment analysis to the 
lexican steel industry. They introduce a new economic 


. modeling language, GAMS, which makes it easier to con- 
=; struct and use industrial sector models. 


£24.00 hardcover £12.00 paperback 


SOST-BENEFIT ANALYSIS 
sues and Methodologies 
indarup Ray 


‘Examines the numerous important contributions to the 


5 theory and practice of cost-benefit analysis, consolidating 


f the recent work in the area and focusing on aspects 
ntinue to be controversial. 
et 00 hardcover £7, 60 paperback 


DEVELOPMENT STRATEGIES IN 


MI-INDUSTRIAL ECONOMIES 


"Bela Balassa and Associates 


<. Noted political economists here look at relative incentives 


for exploration and import substitution in order to analyze 
nd classify development strategies in semi-industrial econ- 
s that have established an industrial base. 


AGRICULTURAL PRICE POLICIES 
AND THE DEVELOPING COUNTRIES 
George S. Tolley, Vinod Thomas, and 

Chung Ming Wong ’ 
A comprehensive examination ot aericalvarel price policies ° 
in Korea, Bangladesh, Thailand, and Venezuela which dem- 
onstrates how the effects of such policies can vary with a 
nation’s agricultural situation and level of developm 
The authors also provide methods. for estimating these 
effects in any country. © 
£20.00 hardcover £7.95 paperback 


RURAL DEVELOPMENT IN CHINA 
Dwight H: Perkins and Shahid Yusuf 
An analysis of China’s agricultural performance since the ia 
founding, of the People’s Republic in 1949. and of the tech- pe 
nology and other sources that made it possible. 
£20.00 hardcover 


From Johns Hopkins | 


IMPROVING COMPANY PRODUCTIVITY 
Handbook with Case Studies 

John W. Kendrick, in collaboration with 

the American Productivity Center : S 
From one of America's foremost authorities on the subject 
comes the book on corporate productivity—what it is, how 


to measure it, and how-to promote it atvall Jevels of business. 


operation. Complete with case studies of successful produc- ° : 
tivity enhancement programs in such corporations as Tèn- 
neco, Morse Borg- ~ Warner, Control Data, and General 
Foods. E AS 
£16.00 hardcover 


PRODUCTIVITY 

Problems, Prospects, and Policies ` 

Sar A. Levitan and Diane Werneke . 

Examines the major economic and institutional i tors that 
have accounted for the United States* lackluster 

ductivity growth in recent years and scruti 

proposals that have been suggested forr revi 

£12.00 hardcover £6. 35 apis a 





and a cameraman, lingering overlovingly 
on the last moments of “Don Giovanni’’, 
- filmed the villain and the Commendatore 
slapping each other warmly on the back. 
Looking to the future, the great new 
strength is the touring company, drawn 
primarily from the chorus. Before this 
“second eleven” ‘was formed, they took 
understudy roles and never got a chance 
to sing them., At Glyndebourne it was 
ever thus. Fritz Busch explained it all long 
ago: “No stars are ever away”, he de- 
clared. “Even work is more attractive 
than the night life of Lewes.” 


Everyday Marxist 


RECORD OF ALIFE 
By Georg Lukacs. 
Verso. 204 pages. £15. 


these conversations, recorded shortly 
before his death in 1971, Georg Lukacs is 
concerned above all with people—with 
the extensive artistic and political elite 
that shaped his life. (There are rich pick- 
ings for footnote-hunters, who will, how- 
ever, regret the absence of an index.) 

His descriptions and anecdotes are de- 
tached; Lukacs is interested in people as 
carriers of ideas or because of their influ- 
ence. They are signposts to an intellectual 
development in which “everything is a 
continuation of something else”, and 

- which carried Lukacs from aesthetics to 
ethics and then to Marxist politics. 

As Lukacs admits, he had a lucky life. 
On several occasions, he fell foul of the 
authorities. He escaped from Budapest 
after the overthrow of Bela Kun’s com- 
munist government in 1919, he was re- 
leased two months after being arrested in 
Moscow in 1941, he was in trouble again 

cause of his writings in 1949 (the year 

the Rajk trial), and was exiled to 
Rumania after serving in Imre Nagy’s 
government in 1956: Yet he survived to 
the age of 86. 

Many of those whom he recalls were 
less fortunate. While Lukacs did not 
approve of Stalin’s purges, he is at pains 
to justify his acceptance of them on the 


grounds that Stalin was at the time the’ 


only effective anti-Hitler force. 

Lukacs’s harshest criticism is reserved 
for those (including Stalin) whom he saw 
as having distorted Marx. His fidelity to 
Marx made him a difficult target to at- 
tack, but it also brought him into conflict 
with the reality of existing socialism. He 
came to see reforms as essential, and was 
sympathetic to, though not uncritical of, 
the aspirations of Imre Nagy in 1956 and 
of the Czechs in 1968. 

There is integrity in the cold objectivity 
with which Lukacs recalls and judges both 
people and events; but it is hard not to 
feel a shiver. 
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Krzysztof Penderecki 


BOOKS PLUS 


Miracles and northern lights 


“T see the future of Poland as very black, 
but I still live there. Even though I have 
become what they call an ‘international 
figure’, I am too deeply involved with my 
country and my people ever to leave. I 
suppose I believe in miracles.” Thus 
Krzysztof Penderecki, Poland’s leading 
composer, now also active as a conductor, 
who has recently been a featured artist at 
a 17-day festival in the British seaside 
resort of Brighton, Sussex. 

Though he has abandoned avant-garde 
composition for a quasi-romantic style in 
sacred forms, Mr Penderecki, now 50, 
remains an embattled artist. His current 
work is meant to enunciate the travails of 
Poland. “I want to give my people hope 
through the music I am writing now”, he 
says. “I was one of the first to speak my 
mind. When I wrote the St Luke Passion 
in 1965, I was almost unable to get a 

passport to go to Germany.” 

In the British premiere of Te Deum, he 
displayed his use of an old Polish hymn, 
which, he explained, “was forbidden be- 
cause it was a prayer to God for freedom. 
That hymn was forbidden during the 
period of partition and during the Ger- 
man occupation and it is forbidden now”. 
He wrote the work, he said, “for my old 
friend in Cracow, Pope John Paul II. I 
began it on tour in Chicago, the day after 
he was elected”. 

When he performed the work recently 
with the 92-piece Cracow Radio Sympho- 
ny Orchestra and with the 150-voice 
Brighton Festival Chorus, the singers 
took the flamboyant Mr Penderecki to 
their hearts. He, in turn, has invited them 
to Warsaw to give Poland its first perfor- 
mance of Elgar’s Dream of Gerontius. 

Although the writing of Te Deum is 
less adventurous than in the past, it is 
always hovering on the edge of daring. A 
chorus member, astonished at the sounds 
his group had produced for the composer, 
observed that “‘it is not so much singing a 
melody or a phrase as achieving a texture. 
Some of this is like an aurora borealis 
in sound—very difficult, but very 
satisfying”. 

Mr Penderecki’s second new work this 
year, a Polish Requiem, is at this stage 
still in progress. Even those out of sympa- 
thy with the composer who have heard 
parts of it describe it as monumental. For 
this piece, he has been working with the 
Cracow orchestra and with the choir of St 
Martin-in-the-Fields. One section of the 
work commemorates the dead at Gdansk, 
another the death of Cardinal Wyszynski. 
When Mr Penderecki has completed what 
will be a 90-minute work, to be conducted 


by Mstislav Rostropovich at Stuttgart in 
September, he will have accomplished his 
portrait of the suffering and the survival 
of his nation. 

“The situation in Poland today”, he 
insists, ‘is such that people can hear the 
truth only in church. The requiem is . 
dedicated to Poland, to what I have lived 
through and to what I remember since the 
war. It especially reflects what has hap- 
pened in the past three years.” 

In Brighton, he underlined the plight of 
instrumentalists in his homeland. “Did 
you know”, he asked, “that about 800 
musicians are now working abroad be- 
cause they cannot make a living in Po- 
land? The way things are going, there will - 
be no orchestras left in Poland in five 
years.” 

Krzysztof Penderecki made his first big 
impact on the international music scene 
20 years ago, developing atonal tech- 
niques that had been pioneered by Stock- 


Less abstract, more normal 


hausen, Boulez and Iannis Xenakis. Since 
those days, he believes that his style has 
moved on and is no longer as “shocking” 
as it was to audiences in the 1960s. 
“Then, I was a young composer and I 
wanted to destroy everything that had 
gone before me. Now, age is important to 
me and I am more interested in the past. 
These changes are not just happening to 
me. The avant-garde of the past is usually 
incorporated into the traditions of the 
present.” 

For the past 12 years, he has been 
conducting increasingly and feels that this 
has influenced his composition. “In the 
nineteenth century, nearly all composers 
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conducted and it was a good ‘thing, too. 
Conducting has made my music more 
‘normal’. When a composer works with- 
out conducting, he gets too abstract and 
has no connection to musicians or to his 
audience. A composer must perform.” 


Biblical epics 


Nero was a nice guy 


ROME 


“Quo Vadis?” the best remembered cin- 
ema version of which had Robert Taylor 
(then 40) and Deborah Kerr as the teen- 
aged rebels with the Christian cause, is 
being filmed again—by an Italian crew in 
Belgrade. This will be the fifth version of 
the hoary old Roman chestnut, derived 
from an 1896 novel by the Polish writer 
Henryk Sienkiewicz, which may have 
helped him to win the Nobel prize for 
literature nine years later. It certainly was 
responsible for giving Nero a bad press in 
this century. 

The Italians first filmed “Quo Vadis?” 
in 1912 and again in the 1920s, though the 
French had'been the first to get a version 
into the can in 1901. None, however, 
could hold a Roman candle to the 1951 
production mounted by MGM, using al- 
most every stage of Rome’s mammoth 
Cinecitta studio. As. well as Robert Tay- 
lor, it starred Peter Ustinov as a delicious- 
ly debauched Nero. 

Franco Rossi is directing the new one, 
which, in its full television version, will 
run for about six hours. He says he has 
thrown out “more than half’ of the 
original book, which he found “‘monoto- 
nous”. Like any big-budget production, 
this one has international backing—from 
Britain’s Channel 4, France’s Antenne 2 
and Italy’s Rai. 

Klaus Maria Brandauer (seen in “‘Me- 
phisto” and as the villain in the James 
Bond picture “Never Say Never Again”) 
is cast as Nero. He and the director intend 
to make Nero lovable because his Roman 
subjects loved him. In this production, 
the plebs, for once, will not be billeted in 
the usual marble halls, but in 60-metre 
tall mud buildings, which Mr Rossi has 
found in Shiba, South Yemen. The young 
lovers will be played by Maria Schell’s 
daughter and Anthony Quinn’s son. 





As always, or whenever there is an old- 


fashioned publicity man on the job, the 
search to find the right actor to play the 
cameo role of St Peter is agonising the 
western world. The candidates include 
Laurence Olivier, Burt Lancaster and 
Charlton Heston. Burt Lancaster has al- 
ready played one Biblical figure (Moses); 
so did Charlton Heston in “The Ten 
Commandments”. He also hit the toga 
trail in “Ben Hur”, out that may not 


stand him in much stead for St Peter, who 


was 64 when Nero executed him. 


Religion, indeed, is the hot theme for 
1984. “The Assisi Underground” is being: 
made in St Francis’s birthplace, based on 
a story by another Pole, who is also the 
director. Financed by two Israeli produc- 
ers, Menahem Golan and Yoram Globus, 
it stars Ben Cross as a Franciscan who 
hides Jews from the Nazis—one of whom 
is played by Maria Schell’s brother 
Maximilian. 

Tom Conti is the Pope (or a pope) in 
“The Saving Grace”, now under way at 
Cinecitta. His fictional pope takes a holi- 
day incognito and learns that clothes do 
not make the man, or that he is a natural 
leader without the white robes. Richard 
Gere will be at Cinecittà next month for 
the title role in “King David”, and across 
the Sicilian straits, in Tunisia, a priva 
Italian television channel and NBC a __ 
doing “Anno Domini” , apparently deter- 
mined to include all the highlights of the 
first century. 

The first American film to be shot in 
Italy was “Romola” in 1924, followed by: 
the first “Ben Hur”, which had its pre- 
miere in December, 1925. Hollywood 
was then looking for authenticity but 
could not find it. Since ancient Rome was 
in ruins, it had to be rebuilt (and not in a 
day) in Hollywood. In 1959, with the. 
second “Ben Hur”, the Americans were 
looking for cheap labour and first-rate 
technicians. Before the chariot race was 
won, however, the Italian trade unions 
and subcontractors had grown so greedy 
that it was a wonder Hollywood ever 
returned to Rome. 
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Contenders: Hughes, Enright and Ewart 


yet laureateship 





Scanning the form 


If Britain must have 
a poet laureate, 
then nobody could 
have been more 
suited to the job 
than Sir John Betje- 
man, who died last 
week. He succeed- 
ed in bringing fun to 
an office that is endowed with more than 
a hint of the absurd—like a revivalist 
preacher, on best fire-and-brimstone 
form, winking to the children in the front 
_ pews. While he sometimes appeared to be 
part of the national furniture (like the 
Queen Mother) he enjoyed being naugh- 
ty. He once said that his main regret in 
life was “not enough sex”, and he 
ieved at least one record in writing the 
rtest erotic poem in English. 
If the new laureate cannot aspire to the 
affection that Sir John. engendered, he 
should at least match two of his other 
qualities. He needs to be an excellent 
poet (even if, like most.laureates, he will 
not produce good celebratory work), and 
to convey a certain Englishness—defined 
as gravitas-to-order (which rules out the 
bevy of excellent young poets around), 
fun, crotchetiness, the common touch, 
and a sense of place. Intellectualism, 
urbanity, and more than a passing ac- 
quaintance with the London publishers’ 
cocktail circuit are black marks. 
There are four main contenders for the 
st: 
@ Philip Larkin (61). Considered by 
many to be one of England’s finest con- 
temporary poets, he first published as one 
of. the young men who made up The 
Movement in the immediate postwar 
years. His later collections, especially 
“The Whitsun Weddings” (1964): and 
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“High Windows” (1974), gave a sombre, 
but light, impression of life in modern 
Britain. Drabness, joyless sex, cheap val- 
ues, were all coolly examined, with a 
criticism that was never wholly unsympa- 
thetic. But Philip Larkin has published no 
poetry for 10 years, and has said that the 
thought of the laureateship makes him 
“wake up screaming”. Thougll he would 
probably have been Betjeman’s choice 
(at times Larkin reads like a dyspeptic Sir 
John), he may have put himself out of the 
running. 

@ Ted Hughes (54). Hughes has enjoyed 
a high reputation since his first collection, 
“The Hawk in the Rain”, was published 
when he was 27. He has continued to 
produce a steady stream of books, some 
of which, by poetry standards, have 
achieved almost best-seller status. By 
taking as his starting point events with an 
everyday quality (like fishing, or foot- 
ball), he gives an impression of accessibil- 
ity. Yet his ideas are often of a mystical, 
other-worldly kind. Intensely rooted in 
the natural world of England, he could 
develop into a popular and respected 
laureate. 

@ D. J. Enright (64). Another of the 
poets who is instinctively thought of as 
“postwar”, D. J. Enright has published 
regularly for more than 30 years. He is a 
respected literary critic, and lately (like 
Hughes) has written books for children. 
But despite a sense of fun, and an ability 
to use simple words in a beautiful way, he 
may appear too academic to produce the 


uplifting or amusing lines that would be 


required on national disasters or royal 
weddings 

@ Gavin Ewart (68). The serious Ewart 
can shock with powerful images; the 
playful Ewart is one of the finest humor- 


BOOKS PLUS 


ists ee in poetry or prose. Of all the 
contenders, only he would have included 
Private Eye’s resident bard, E. J. Thribb, 
in a collection. He writes to order, for a 
living, and would bring a gaiety to the 
post that even Betjeman could not match. 
But some—like those opponents of his 
bid to become Oxford’s Professor of 
Poetry—may write him off airily as a 
lightweight. 

Of the outsiders, the most interesting 
candidate is Kingsley Amis (62). Though 
known originally as a comic novelist, 
Amis was, with his friend Larkin, a 
founder member of The Movement: He 
has recently returned to his first love in an 
odd guise, as poetry editor of the Daily 
Mirror. Something of a crosspatch politi- 
cal apostate (he supports Mrs Thatcher, 
though maintains some classic liberal po-' 
sitions), he is well on the way to becoming 
a human barometer of the age. He might 
be an inspired choice. 






























Larkin about 


John could do it. God knows how 

He kept his wits, when fools demanded 
Verses like confetti, and some old cow, 

All pearls and Jaeger, handed him a tenner 
For a favour. 


Just don’t ask me. I’m past it, 
For a start. I’ve got my books, 
My jazz. If ermined twits 

Start screwing chorus girls, Pd 
Grumble like a walrus. 


Try Hughes. Or Ewart. They’re willing. 
Or some eng. lit. professor (lazy brute), 
Who lives off Mrs Thatcher’s shilling, 
Then turns and bites the hand 

That feeds and nurtures him. 


Not me. I can’t be loved (like John), 
For being out of date. I’m stuck 

In Hull, waiting for the bomb, 

Or, worse, vasectomies all round, 
Enforced by laws. 


Let’s pack it in. Let’s thank whomever 
For the young girls, railways, golf. 

Smart alecs say he wasn’t very clever. 

But he was good, and warm, and friendly. 
Old virtues; never any harm. 





kz 
By 
te 


plications are invited for 
2 posts 


(1} - Atenured lectureship for a qualified town planner with at least 

: -five years’ recent experience in practice. Candidates should 

-also have ‘proven. capacity for innovative workin some 

related field. such as policy planning, local government 

finance, rural planning, community politics, computer appli- 
“gations or economic development. 


; A temporary lectureship for three years for the teaching of 
; juate and undergraduate students of planning with. spe- 
cial emphasis on urban economics and the process and 

: planning of local economic development. 


will be expected to do research for which Glasgow provides 
i unities. Salaries (currently under review) for each post will 
w w tun fange E7100 014125 ma the Lecturers’ pae with place- 
C ing to age, qualifications experience. intments 
able from 1- October 1984. iit 

tite at Oe aaa E apploatione (eight poples) Qing 

ers : ow ; where applications (eight copies) givi 
names and addresses of not more than three referees should be toned He 

; fore onday 18 June 1984. 


üiries may be made to the Head of Department, Professor 
i n, telephone (041) 339.8855, ext 675. 


i reply please quote Ref No 5260U. 
$ L 


| London 
TLO 


Business 
” amai nt School 
OFTWARE TOOLS CONFERENCE 
~ 10-11 September 1984 


*s Managers are confronted by an overwhelming range 
are alternatives for use in. business decisions. Typical 
it f interest are new product evaluation budgeting, pro- 
‘duction planning, portfolio ment, market research 
where Decisions Support System (DSS) techniques are 
| effective. 

This two-day programme will focus on DSS and relates to an 
“organisation’s existing systems, how to-evaluate productivity 
improvements with DSS and what skills are needed to 

implement the DSS system. l 


- Ip'addition to. the above and other highly relevant points, 
Suffolk University, Boston, USA, carefully designed the 
-> course to include: 
-—— Key note addresses by Peter Keen and Gary Gulden. 


“Panel ‘discussions with eight users/developers of appli- 
cations: 


riefing and demonstrations by ten leading software 


. Tel: 01-262 5050 


This intensive three-day seminar on th region's ke 
cultural factors includes extended anal the 


effects. 
Enquiries and applications to: i 
Graham Thomas, Assistant Organiser, Extramural Division | 
SCHOOL OF ORIENTAL AND AFRICAN STUDIES |. 
University of London- — DAR eee ae 
Malet St, London WC1E 7HP. 
Tel: 01-637 2388, ext 578/584. 


~ London 


We are a major Management Consultancy : 
practice, in the UK and internationally. 


We are seeking an economist to join our .__ 
Marketing and Economics Group to provide - 
economic information and analysis in 

support of interesting and demanding — 
studies, particularly acquisition searches, 
undertaken on behalf of our clients. . - 


Applications are invited from persons aged 
23-26 with: pie ee 

O a good degree in economies 

O preferably some business or post- 

graduate research experience. 

Remuneration will be competitive. =- 
For an application form, please telephone or Lee 
write to: L. Zurick, Peat, Marwick, Mitchel 
& Co., Management Consultants, 1 Puddle 
Dock, Blackfriars, London EC4V 3PD. 
(Telephone 01-236 800 





xperience in teach- - 


mics, Management 
Economic Develop- 


citing prospects in entirely new insti- 


ion process of being estab- 


Pol hnic of 


LECTURERS required in 
wir ments: Accountan- 
ness and Management (Eco- 

Business Law). 
Qualifications tor Appointment: Candi- 
ates should have proven competence 
| leadership role in the 

He/she: should have a 

ree or equivalent profession- 
ons. Extensive experience 


ros : ‘Principal lecturer-— 
F ,680-HK$259,320 pa. (£1 ster- 
ling=HK9$10.97 as at 1 May 1984) 


1s, and Conditions of Service: Ap- 
ill be made initially on two- 


rminal gratuity equal to 25% of 

salary received over entire con- 

period: Benetits include tong 
Overseas appointees and local appoin- 
fees on-a salary of HK$12,060. pm: or 


medical and dental benefits and. 
ippropriate, children’s educa- 


ances and leave passages. 


“Applications and job. 
are obtainable from the f- 


ation of Commonwealth Univer- 


, John Foster House, 36: | 


ware, London WC1H:OPF. 
orms- should reach: the 
‘etary, City Polytechnic of 

, 19th Floor, Argyle Centre, 
688 Nathan Road, Mongkok, 


Hong Kong, by 21. June. 


ne additional copy should be 
vith. the J 


Iniversities. 


‘Interviews of United King- 


candidates on the shortlist are 
of July 
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ociation of Corm- 


ive 


| THE 
) UNIVERSITY 


DEPARTMENT OF 
POLITICS 


Applications are invited for the post of 
Temporary Lecturer in the. Department 
of Politics for two years from 1 Sep- 
tember 1984. Candidates should have 

ualifications. in the field of Foreign 

‘olicy Analysis and be able to under- 
take a range of teaching in International 


Relations: 


Salary Scale: £7,190 x £450 (15) - 
£14,125 per annum (under review. 
The initial salary will depend on qualifi- 
cations and experience. 


Further particulars. may be obtained 
from Mr D. A. S. Copland, The Univer- 
sity, Southampton S09 5NH, to whom 
applications {seven copies from UK 


applicants) giving details of curriculum 


vitae and the names of three referees, 
should be sent not later than 14 June 


/Southampton | 


The Australian National 
University 


| Centre for Resource and 


Environmental Studies 


RESEARCH FELLOW/SENIOR 
RESEARCH FELLOW IN RESOURCE 
OR ENVIRONMENTAL ECONOMICS 


Applications are sought for a short-term 
(3-5 years) appointment in the 
resource/environmental economics 
fieid. The Centre is an independent 
multi-disciplinary research group within 
the ANU, concentrating on, systematic 
applied policy oriented. research on 
social choices and decision processes 
as they relate to Australian. resource 
and environmental issues. 


A shorter term appointment would be - 


considered for a suitable applicant tak- 
ing leave from the current employing 
The appointment will probably be at 
Research Fellow level. Consideration 
would be given to appointing a highly 
qualified applicant at the Senior Re- 
search Fellow level. 


in addition to appropriate academic 
qualifications, the appointee will have a 


demonstrated capacity for adve 
research. 


For further particulars write to 
rector, CRES, Australian National 
versity, GPO Box. 4, Canberra, 
2601, Australia, or the Association 
Commonwealth Universities. (App 
36 Gordon Square, London 
OPF, before submitting appi 

the Acting Registrar of the Univers’ 
Closing date: 13 July 1984. 


CONDITIONS OF APPOINTMEN 
Salary ranges are: Senior Research 
Fellow $A32,679-$A38,930pa; . | 
search Fellow $A23,304-$A30, 7344p: 
Current exchange. 
$A=UKO.65p. 

Grants are provided towards t 
removal. Assistance towards h 

is given to an appointee from 
Canberra. Eligible appointees 
required to join the Superannu 
Scheme for Australian’ Ui 
Maternity leave is available: The 
versity reserves the right not to 

an appointment or to make an app: 
ment by invitation at any time 

THE UNIVERSITY 1S AN EQUA! 
OPPORTUNITY EMPLOYER | Shin 


Business and Management _ 
Education in the Energy Industry 


STRATFORD-ON-AVON 


A vacancy exists for a Tutor at our National Management Centre, Stratford-on-Avon 
This post requires an ability to contribute to the design and implementation of various = 
types of learning events, including business workshops and seminars for senior manage 
problem orientated functional programmes and extended mid-career management. 
courses. The successful candidate will also possess the experience needed tóhelp 


management teams and individuals develo 


work problems. 


The person appointed will have an ability to relate specific knowledge of the needs 


upto £16,028 


p practical strategies for the solution of real _ 


of the 


gas industry and the changing business environment in which it operates;a background 
including economics and/or business planning would be particularly useful. In additi 

< he or she will have industrial experience and professional/academic qualification 
provide evidence of the intellectual qualities required for the job. 


Starting salary will be in the range £13,88]- £16,028; benefits are those normally 


associated with a large progressive organisation, including relocation assistance 


appropriate. 


Please write, quoting ref. PER/02268/ 456, giving full details of age, 
qualifications and experience, to: Assistant Personnel Manager [HQ Service 
British Gas, 59 Bryanston Street, London WIA 2AZ. 


Closing date for applications: 9th June 1984. 


o take place in London before. | 
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“Victo a, Australia ; 


C e-Chancelior 


ESRC RESEARCH—LINKED 
STUDENTSHIP IN ECONOMICS 
PhD PROGRAMME - 


Applications are invited for. Won wo The 
year research awards leadingtoaPhD =~ 
qualification in the following fields: 

i) Macroeconomic and Econometric: 
Problems in Modelling the UK Econo- 
my. (Supervised by Professors Miller 
and/or Wallis; linked to the ESRC Mac- 











niversity is seeking to appoint, from Janu 1986, a 
to its share 1 vise Chancellor Professor F. R. 

























ics, Unen 4 
cvs TAL: 








‘The person appointed will be qualified by experience and ability 
|, to manage the further development of this expanding University. 


Persons wishing to express. an interest in the post or wishing to 

anyone for consideration. are invited to write, in confi- 
( to. the Chancellor, Mr Justice Austin Asche, clo The 
‘Registrar, Deakin University, Victoria, 3217, Australia, not later 
than 31 July. 1984. Applications close on 31 August 1984. ` 


urthe particulars of the post may be obtained from the 
Bega : ; 


























COMPANY peon i 










Registered C Office: 33, vot ou Prince Aker, xelles (Br 
Comm mercial Register B No, 5554 


Shareholders are invited to attend the Ordinary $ eral Mectin whic 
Monday 4th June 1984 at. 10am. at the Hag 9 


stralian National University 
s are invited from Suitably qualified men and women for appointment to 

























AGENDA 
Reports of the Board of Directors, the College of! Tammissairés — 
Auditors on the operations of the financial year 1983." ‘ 














2. Approval of the Annual Accounts for the financial year 1983-—A) 
profits. and determination of the dividend. : 
XEO TE | APPOINTMENTS 3. Ratification of the acts of the Directors and Cominissaires duri 


mentioned financial year. 
4. Board of Directors: 

















ee years in the fields of Economics and Political Science. 
rogram in Public Policy, which will begin in 1985, will offer a two tier 








Viriot does not seek re-election, 
b/Appointment of two Directors. Messts Jacques Solvay and Paul Washer: 
rotation and are re-eligible. Sia 3 
Appointment of a Director to replace Mr. Paul- Emmanuel Jänsse: who has 
ee red his resignation. 
5. College of Commissaires: : 
a/Appointment of a Commissaire. Baron Guillaume de Gie retires bys 10 thon 
is re-eligible—-Determination of the emoluments of the said Commissaire. i 
b/Appointment of an.External Auditor. Mr. André: Hoste retires by rotation and is. * 
re-eligible-~Determination of the emoluments of the said External. Auditor. $ 
6. Solvic S.p.A. r 
a'Approval of the Board of Directors’ decision to merge the Italian limited E 
company .““Solvic—Industria delle Materie Plastiche™ $ip. A, {hereinafter called 
Solvic S.p.A} into Solvay & Cie on the basis of their respective assets and liabilities: > 
ponien as at 34st March 1984; thereby, Solvay & Cie shall take over all-assets and 
abilities of of Solvic.S.p.A. including ány rights or obligations | arising after Bist. 
larch 1984 ad 
b/Acknowledgment of the fact: that the merger ‘shall be implemented withou 
modification of Solvay & Cie's equity capital and with cancellation of all the shares 
representing Solvic S. pai s equity capital, in view of the fact that all these sharer 
are already owned by Solvay & Cie, namely through its Italian branch, => 
~ /Granting of powers to implement the merger in conformity with Italia 
conclude the merger arrangement pursuant to.article 2504 of the Italian Civil Code: 
7. Miscellaneous. 


The documents referred to in Article 78 of the Belgian Company Law. 3 as well ‘as th 
assets and liabilities positions as at 31st March 1984 mentioned under item 6(a) aboy 
will be available to the shareholders, at the Head Office, fifteen days before 


Meetin; í 
The Board of Directors wishes to remind shareholders who ‘are holders à} 

Pild that their attendance at the meeting is subject to their shares being temporari 

lodged, aud blocked, at the Head Office or with any of the following banks nor! Tat 

Tuesday 29th May 1984: 

-in Belgium: Société Générale de Banque 
Banque Bruxelles Lambert 
Kredietbank 











; Graduate diploma and a Master degree course. Protessor Jane 
will lead the Program. 


ficants for the Economics position should be prepared to teach economics to 

cy-makers trained in other disciplines as well as more advanced economic 
analysis to specialists and should have knowledge of the contemporary Australian 
economy. Applicants may also be required to teach a course on statistical methods 
and formal approaches to policy analysis. 


or the post in Political Science, applicants should have had teaching and research 
experience | in the field of public policy analysis and/or the analysing of organisation 
structures. with special emphasis on the political and organisational aspects of 
istralian government activities at State and/or Federal level. 


Candidates for both posts will be expected to be prepared to adapt their teaching 
methods arid course content to the needs of the Program as it evolves and to teach 
in areas outside their immediate field of specialisation. The successful appointees 
nay be expected to act as Head of the Program in the absence of the Head, to 
assist in determining the courses to be pursued by students on the Program and to 
pursue research | in his or her field of specialisation or on joint Program projects. 


‘Applications are especially welcomed from persons seeking secondment from their 
existing. institutions. 


Appointees: will be expected to take-up duty early 1985 in time for the academic 
year which Paot 4 March 1985. 



























































































—In Germany: Deutsche Bank 
cin accordance with quatiéations and experience within the ranges, —tIn France: + Lazard Frères & Čie 





ay i Senior Lecturer $A31 oo 585pa; Lecturer $A23,394-$A30,734 





_ Banque de la Mutuelle Industrielle 
—In Italy: -SPAFID 
~In the Grand Duchy : 
of Luxembourg: Banque Générale du Luxembourg 
~In.the Netherlands: Algemene Bank Nederland. abe 
—In the United Jn the United Kingdom: $. Henry Schroder Wage & Co. Ltd, ; 
Banque Belge Lid. 
—In Switzerland: ` Crédit Suisse SES 


The above-mentioned foreign banks have the opti appoint A 
their respective countries where Solvay y shares may also be edi niormity with this. 
regener: The Hist of these: establish i se in gach i 







provided. towards. travel and removal. Assistance towards housing is 
f intee fr from outside Canberra. Eligible — will be required to 
























; should write to the Acting Registrar of the University, GPO 
2601, Australia, or to the Association of Commonwealth 





Compan: in writin 
the meeting. en ë 






oe LECTURER IN POLITICAL SCIENCE 


London-based 


adidate, who. will have a legal/ 
round, has an unrivalled 
sity to ‘help: shape and direct the growth of awell- 
presently small, new production company which 
+ films and film series tor worldwide theatrical 
sion use, 
lary by negotiation. 
In the first instance please write to: 
harles Denton. Zenith Productions Ltd., 
5 Portman Square, London, WIA 2HZ, 
ing why you are the man or woman for this job, 
_.. Zenith is a subsidiary of 
entral Independent Television PLC. 


ENIT I PRODUCTIONS LTD 


ECONOMISTS 
CENTRAL LONDON 


ley Centre for Forecasting, one of Europe's largest 
ent economic and social forecasting institutions, 
vacancies for economists at various levels of 


Applicants should have a good first degree in 
‘economics and a masters degree in economics ora related 
; discipline. For the more senior pósts experience ina fleld 
applied economic research is expected. A sound 
ledge of macro-economics and econometrics is 
de ifred together with a general interest in economic and 
political developments in the UK and overseas; the ability to 
write clearly and concisely, often to strict deadlines, will 
} }also be an advantage 
“oe” At least one post would suit applicants with a 
: particu ar interest in international economics. The 
successful candidates will join.a large and experienced 
group of economists with up-to-date computing and other 
search resources at their disposal. Individual 
ility will be a major feature of the posts and career 
cement will be rapid for the right people. 
Salary will be competitive whilst reflecting 
ualifications, age and experience. Applications will be 
sated in strict confidence. 
The 


Apply in wnting, enclosing CV. to: 
Jones — l l Henley 
and Chief Executive C entre 


enley Centre for Forecasting- 


Seat i i n R ee Jor Forecasting 


a iii Riar 


ki 


IDRC/CRDI 


» ap UNE? Wr 
y « 
K p 
Ce = 8 


Ci 


The International Development Research Centre DRC) is ; 
public corporation which is funded by the Government of 


identifying and developing research projects and assist 
where necessary in the execution of the research. 


be seeking qualified professionals in social sciences with a 
background in one or more of the following fields. 


Population 

Science and 
Technology Poli 

Urban Studies < 


Economics 
Sores 
nergy 
Polley 


The successful applicants will have: 


PhD or equivalent experience 

significant research experience in one or more devon { 
countries 

fluency in English and/or French 

a working knowledge of Spanish or other language 


Positions will be based either in Ottawa or in an IDRC Reg ni 
Office in a developing country. Salaries and benefits will be pa 
according to IDRC scales for the position in question, 


Applicants should send their ‘lad. 0 
direct their inquiries to Competition SSD, 
Human Resources Division, IDRC, PO 
8500, Ottawa, Ontario, Canada K1G 3H 


INTERNATIONAL PROPERTY 


NEAR MONTREUX 
Fort hors can by Lots of 800sqim from. f 
SFr48,000, LUXURY CHALETS from. 
SFr220,000, VILLAS from SFr325,000, 
APARTMENTS from about SFri00,000. 
Monga ages 70% at 64% interest. Ask H H 
SA, Tour-Grise 6, CH-100 

Lausanne. Tel: 21/25 26 11. 


SPECTACULAR 
ROCKIES 


000 cash: als alse ony : 
$3 





Queen Mary College/HM — 
Treasury... E 
COLLABORATIVE AWARD. IN THE 
SOCIAL SCIENCES - 


Department of Economics 

Applications are invited for an ESRC 
CASS award for PhD work on ‘Methods 
Large Model Reduction and Rational 
Expectations Simulations’. The work 
will be supervised by Mr Rod Whittaker 
‘HM Treasury and Professor David 
Currie of Queen Mary College. Candi- 
lates ‘should Have a good MSc level 
and computer experience would be an 
d advantage. The successful can- 
i ceive additional tunding 

| HM Treasury of up 

above the standard grant. / 


Department of industrial Economics 
Accountancy and insurance 
LECTURER IN MANAGERIAL 
ECONOMICS 


Applications are invited for the-post of 
lecturer with special reference to Mana- 


gerial Economics. The successful can-. 


didate will be expected to make a full 
contribution to the Department's teach- 
ing and research in all aspects of 
managerial economics. Preference will 
be given to candidates with at least a 
good Honours degree in Economics, 
Management Science or related sub- 
ject. 


Application forms and further particu- 
lars, returnable not later than 11 June 
1984, may be obtained from the Staff 
Appointments. Officer, University of 
Nottingham, University Park, Notting- 
ham NG7 2RD. Ref No 946. 


‘The International Livestock Centre for Africa (ILCA) has a vacancy for an 


AGRICULTURAL ECONOMIST 


ILCA’s Humid Zone Programme based in Ibadan, Nigeria, where the 


esgar 


uses on small ruminants. The aj 


intee will be a member of a 


disciplinary team and will carry out field surveys and analyse and 
valuate existing production systems and proposed changes in these. 


, Successful candidate will have a PhD in agricultural economics or an 
Sc plus several years’ experience working on smallholder farming systems 


in developing countries. 


For a person recruited internationally the appointment will be initially for 
two years, with an attractive tax-free salary payable in US$ outside Nigeria. 
In addition to salary various allowances are payable. 


June 1984 to: 


pplicants should send a curriculum vitae and the names of three referees 


f The Director General, 
ILCA, PO Box 5689, 
Addis Ababa, Ethiopia. 


THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


Basle, Switzerland 


has a vacancy for an experienced 


| ENGLISH TRANSLATOR 


for the translation and revision of financial, economic and other 


technical texts 


Qualifications required: Good degree trom a British university; at 


Teast fiv 


experience in translation; perfect command of 


fery good knowledge of French, German and, 


The Unvrtyo Metourse 
AUSTRALIA 
LECTURESHIP/ 

SENIOR LECTURESHIP 
(Continuing) 
in the 


GRADUATE SCHOOL OF 
MANAGEMENT — 
Pos No 311 A203 


Applications aré invited for two new 


positions in. the Graduate School of ||. 


lanagement. Appointments may be 
made at Lecturer or Senior Lecturer 
ievel depending on qualifications. 
Applicants should have expertise in-one 
or more of the following areas: 

Business—Government Relations 

Business Policy 

Financial Management 

industrial Relations 7 

Managerial Economics 

Manufacturing Management 

Marketing 

Public Sector Management 
Applicants should possess. a. higher 


degree or other relevant academic qual- 


ifications and have a proven research 
and/or teaching record in the relevant 
discipline(s). 
Appointees will rably take up duty 
not later than 1 January 1985. 


Salary in the range $A24,353. to 
$A31,994 per annum (Lecturer) or 
$A32,677 to $438,085 per annum (Se- 
nior Lecturer). 

Further printed information regardi 
details of application procedure a 
conditions pointment is available 
from the ointments Officer 
(Academic). 

Applications, in duplicate, including 
names and addresses of at least three 
referees and quoting Position No 311 
A203 should be addressed to the Staff 
Officer, University of Melbourne, Park- 
ville, Victoria 2, Australia, and 
close on 8 August 1984. 


; to he 
individual's interest and the division 
commitments in agricultural marketing 
and/or farm management work. * ` 
Salary scale: Grade ill Officer— 
£7,329-£11,476. Grade iV Office 
£5,682-£7,765. According to qualiti 

, Hons and experience. 

Superannuation scheme. 


Forms of application and further partic- 
ulars of the post quoting reference: 

22/84 may be obtained from the Secra- 
tary, The North of Scotland College of © 
Agriculture, 581. King Street, Aberdeen © 
ABS 1UD, with whom applications. - 
should be lodged not later than 22 June 
1984. oer ma TY 


BUSINESS & PERSONAL 


Dunn & Hargitt 
Experts in International Portfolio Managemen 


have attractive investment opportunities in their con 


and currency & gold poois 
e 25 years of experience 
e long-term track record 


e successful computer-tested trading systems. 
e monthly performance statements 
e all assets deposited with major international inv 





l | FURNISHED LETTINGS SW- London, 


Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3841. Telex 8955112. 


AUTHORS WANTED.BY 

NEW YORK PUBLISHER 

Leading ‘book publisher. seeks maru- 
scripts of all-types: fiction, non-fiction, 
poetry, scholarly and juvenile works, 
etc. New authors welcomed. For com- 
plete information; send for free booklet 
$-92, Vantage Press, 516W, 34 St, 
New-York 10001 ‘ 


= CUT THE COST OF 
YOUR STAY IN LONDON 
| Take a furnished, self-contained © service 
“apartment in Knightsbridge, near Harrods. 
Fully equipped ` kitchen-dinette, bathroom, 
phone, colour TV, central heating, elevator. 
Suit 1-2 persons, Brochure by airmail, 
‘Service Apartments 


Knightsbridge 
FOR MEMBERSHIP DETAILS: Ennismore Gardens, LONDON. 
PROFESSIONAL DRIVE ear N 01-504 4123 ” 


RECONDITIONED 
LAND ROVERS | 


Excellent value and fast 
fed wilh new petol dean anen 
we also supply haw Land Rovers. 
WORLD EXPORT SERVICES Ltd. 
PO Box 204, IVER , Bucks, UK. 
Phone 0753 652021 
Telex 849997 WESCO G 


INTERNATIONAL 
BUSINESS CLUB 


‘organization: fot progressive 
ufacturers. hois totally 
“many diverse services 
established enterprises. 
spondence nd Newsletter in English. | 
ig and Portuguese. 


INDIAN MARKET 


Are you getting-a A anan, of business from this 
big and exciting mark 


A matured and well oie indian National 
having vast tr ding experience offers his 
services to-represent companies for iron-and 
Steel, non-ferrous metals, scrap (fe, non fe 
and paper}, fertilisers, chemicals on retainer- 
ship or retainership- -cum-corimission basis. 


please write to Box No 
| 3376, The 3 Lid, 25 St 
James's Street, London SWIA 1HG. 


mand for trained chiropodists in the private sector is increasing. 
kainin necessary to qualify for a Diploma in Chiropody may 
ray specialised correspondence lessons. Full practical 
4 jattoneh provided. 
r the REE BOOKLET. from The Secretary, The School of 
S Institute (Established 1919), New Hall, Maidenhead, 
„UK. Tel: Maidenhead 32449. 


on OFF-SHORE ASSEMBLY 


nised leader in the field of Ui frp home appliances is seeking a 


orientated company in ie por f product assembly. 


ip 
fidential and should include the company-& corp. name, 
; number of mcr and the person fo contact ; 


conomis 
10 Rockefeller. Plaza 
New York, NY 10020 


ANCESTORS TRACED WORLD- 
WIDE. Free booklet describes. ser- 


| vices, fees and portfolio presentation. 


Ancestral Research, 8 Meyrick Road, 
Stafford ST17 4DG, UK. Tel: 0785 
41253 (24 hours) 


COURSES 


why not give yourselfor someone close 
to you e chance to master a foreign 
language. Proven self-instructional 
courses that really work. Full money- 
back guarantee if not satisfied, 


Arabic German Portugese Thai 
Chinese italian Russian Turkish 
French. Japanese Spanish Urdu 


-Dynamic workshops 


stress; create high 


U NIVE RSITY 
BUSINESS SCHOOL 


One year intensive MBA Courses in 


Finance 
*Marketing 


Export Management and International Busin 
“Industrial Relations and Personnel Managem 


Pius an MSc degree in Business Systems Analysts and Design: 

*Part Lime courses {2 years) are also availabie. 
Applicants must possess either a firstor second class. honours degree, oran equivalent 
professional qualification and will normally be required to take the Graduare Manages. 
ment Admission Test (GMAT). : 
The courses begin in October 1984; for more 
information please contact the Admissions 

ficer: 

The City University Business School, 
Frobisher Crescent, Barbican Centre, 
London EC2Y SHB. 
Telephone: 01-920 0111 Ext. 234 








* Ae inchidetni 

Foreign Policy Analys 

ulbnational Entergy 

$ f Energy ete. 
Earnit in London; 
er seers 























departure... 


..adds to your 


INVESTMENT in international freight containers 
combines strongly competitive returns with a tax 
free environment and assured protection against 
currency devaluation and inflation. 
x A major growth market: the world’s container 
fleet is predicted to double between now 
and 1990. 
x Minimum 14% first-year return plus bonus Name 
opportunity. 
* Substantial future growth prospects. 
* Responsible disposition of your investment Address 
by ¢ rope’s largest container 
management compani ; under 
management exceed US $50 million. 
* US Dollar based returns paid quarterly. 
* Minimum investment US $25 000- maximum 
i 3 million. 
* Complete coni 


e send full details in strict confidence to: 


Telephone 


NANCIAL HOLDINGS LTD 


04, iu, Bal 





Ye ath A ES 
OUTPUT, O THE ECONOMIST COMMODI 
partly held dow by e miners’ dispute. French industrial production rose 15% in INDEX Puffing along behind, the ' 
March, taking it 4.7% higher than a year earlier. That was a bigger increase than and textile industry is pulling out of re 
West Germany industry has managed in the year—but less than Holland's, whose sion. In 1983 consumption of wool \ 
i ; March. Dutch prania are oonan. though, with retail 2% higher than in 1982, but-still: 
below its 1979 peak. Wool lost grou 
man-made fibres for the second y 
running and its share of the. 
retail sales unemployment % rate wooi-like products was only. 
_ Smthst 1year latest year ago lowest since the mid-1970s. W 
teL = 28 {3) 35 OR 192 mand still sluggish, the Austre 
+78 + 60 (2) 11.4 (4) 12.4 Corporation ane) pose 
413.0 - 633) 98 (3)' 89 age prices of woo nse 
nil +210) 91(4) 93 1984-85. Supplies of fine wool 
—30t -— 16 (1) 174 4) 16.2 6% higher and AWC stocks ¢ 
+1202 $105¢ + 23/12) 133 Gy 121 
+3612) +13.5 + 62 (2). 27 (3) 2.6 
43.7112). - 75t . +1102) 32.4) 28 
+1412) — 14 j 42 (3 0.8 1980=100 
+28: (3) + 05 12.6 (4) 127 May15 : May 22 
+779 #148 +07@ 780) 102 _{provisional, 















































88.3 90.4 
WAGES American consumer prices rose 0.5% in April, but the i W2. 1a n 
r rise of 4.5% was slightly lower than in the previous two months; and 78.3 78.7- 
olesale prices were up only 3.2% in the 12 months to May. Britain's 86.3 86.3 
rose 1.3% in April, boosted by. higher indirect taxes; the 12-month 72.3 73.0 
.2% was the same as in March. Hourly earnings in Canadian 


ing were up 7.3% in the i ‘year to February. ea bles phe 


131.2 131.7 
144.6 144.4 
121.1 122.1 


All items 1104 113.4 
Food 124.0 129.2 
Industrials 
All 98.0 98.6. 
Nfa* 108.0 - 108.0 
Metals 90.4 91.3 
Gold 
l : $ per oz 373.5 378.0 
Do TETTEL Crude oil {spot) Arabian light - 
wage rates in manufacturing except A eami and Switzerland, earni jum,  Sperbarrel 28.40 28.48 
it ea a a mae ee agai 























Crude oil 


59 production* 


mbd Marker price 
50 Sper barrel 


; last year their share was 

o 27%. For Opec as a whole, 

on reached a peak of 31.6m 
reisa day (b/d) in the third. quarter 
179, but was down to only 17.8m 





non-Opec. producers, who 
erica, Britain and Mexico. 
Contract prices have now been sta- 
14 months, the longest period |. 
oyt change’ since ‘the ‘yen > 1978 rae “Teatetatt 1079 


7i Source: Giai Energy Trends z : “Non- communist world — t Quarter basad 


Footnotes — to all Tables. il figures seasonally adjusted exc peony otherwise stated. “Not seas. adj. fAvera 
npared with average | of isch 3 months, at annual pai n.a Nota lable. Small figures in brackets denote month of ind cator. 








stockmarkets are us ally dominated 
by big firms, and-none more-than 
Holland's. Only’ three companies— 
Royal Dutch, Philips and Unilever— 
account for 62% of the market's total 
capital, and the top 10 for 81%. Ameri- 
ca is at the other extreme, its top 10 
representing only 16% of the market's 
total capital. The largest American 
company is IBM, valued last month at 
1 $68 billion—more than the entire Aus- 
| tralian stockmarket. France's biggest 

10 companies account for only 26% of 
‘the Paris bourse’s value—a share that 
was much larger before Mr Mitter- 
| rand's government nationalised many 
| of the giants. 





Largest companies’ share of national 





GED ZB Ton three 


Top 10 companies’ 
D market capitalisation, 
$bn 


Market capitalisation* 
Son 


United States! 1517-8 
Japant 626 


‘*Using share prices of April 25,1984 "NYSE ties Section of 
Bour roe: ‘Capital Intemational, Okyo market 


| FOCUS: aia co PANIES “Small 








TIET zoons A rough week, wih Wee 


our table, thanks to. good company results. The rest can blame Contine nois, 
higher interest rates, international debt, the Gulf war, etc—quite enough tot ke New 
York, Canada, Australia and Singapore to new lows for the year. 

Stock price indices % Changeon 


May 1984 one one record 
22 i low. week year high 


856.3 
1116.6 


2219.3 
700.6 


992.8 
1286.6 


2598.7 
787.9 
876.6 

1170.4 
156.3 
181.7 


770.3 -2.5 
1116.6 -3.0 


2219.3 -20 
700:8 -4.0 
735.5 -4.9 
871i. -0.1 
135.3 217 
165.6 1.5 

1096.5 998.8 +16 
147.2 125.7 0.5 
229.6 192.1 -2.2 

1071.9 930.4 z50 

1105.3 962.6 z07.. 

£ 1594.5 1401.0 z145 

370.8 388.7 360.0 -45 


MONEY AND INTEREST RATES The 12-monthly ¢ 

measures of America's money supply changed little in April, 

and Belgian monetary growth speeded up significantly. Corporate: bond yields rose 
almost everywhere, but short rates eased after a scary week. = 


Money supply Interest rates % p.a: (Monday, except bonds which are previous Friday) 
% rise on yearago Money market ` Commercial banks Bond yields sith hae 
Narrow Broadt Overnight 3months Prime . Deposits. Gov't. Corporate Devesie Sole 
(M1) lending 3 months a 
Australia +10.4 +12.8 (3) 13.50 13.70 15.25 1330. 1415 1535 
Belgium +90 +8702). 10.40 1190 14.75 11.35 1228 1236 
Canada +68 + 05 (4) 10.25 12.00 14:55 13.68 13:96 
France +11.8 +11.6(12) 11.88 12.25 12,00 12:92 13.49 is 
WGermany + 45 + 4.0 (4) 5.50 j 8.00 5.64 823 ooo 
+ 9.5 (2) 5.75 ‘ 7,50 6.25. 8.56. 
+13.2(11) 16.88 17,50 11.50. 15.91" 
+ 7.8 (2) 5.75 } 5.50 TE -730 T oog, 
+ 68 (1) 10.75 11.00 41:1 :44:.00 -12.00 “tone 
+ 66 (1) 6.63 i 7.50 3: ey 4.73 tie 3.94. 
+ 83 (4) 4.75 40.00 9.16. 1f. 9.28 
+ 9.4 (4) 10:50 12.50 > 10,58 0% 
Other key rates in London 3 mth Treasury Bils 8.9%, 7-day interbank 74% 
Eurodollar rates. {Libor}: 3 mths 11.8%, 6mths 12.4%. ; 
M2 e. Australia, Canada, Switzerland, U.S.A., W.-German: . Japan M2 + L 
3 P avalabie on request. Sources: Chase Manhattan, choco bon A By, acierce (B 


‘conometrics, | 
fietbank, Credit Lyonnais, Svenska. Handelsbanken, ANZ bank, croa! Soise F 
offers by these banks. 


+22.4 
- 8.4 


= 8.2 -144.6 
+15.8 {14 
+25.3 ~ 98 
+ 5.3 ~49.0: 
+24.5 -29 
+39.4 -46 
+968 - 7.0 
+27.8 -11.2 
= 85 o 29.5 
PATa 
+129: 


-72 
“13.3 









































Switzerland 
































ware one yin a TOW. That wpuehed the 12-month total up to $4.2 billion, though the 42-month deficit on the current account narrov 
to. $2 billion. Holland had a visible surplus of $10m in February, and its current-account surplus totalled $3.6 billion last year. 
Belgium’ s 1983 deficit was $450m, after $2.7 billion in 1982. 


current- 
account 


currency units per $ Smth forward rate Trade-weightedt 


exchange rate _ 


currency units ere reservestt 
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Hardworking businessmen deserve 
a bonus: Lufthansa’s Business Class. 





© Lufthansa 


German Airlines 


Nate.w...%.>...8: §74 


VISION. THE AAT OF SEEING 
THE INVISIBLE. 


Now, when our world offers so banking, international private bank- technology. 
many financial and investment op- ing, investment management, public Which makes your range of in- 
portunities, being able to see be- finance, venture capital investing, vestment and financial opportunities 
yond the usual boundaries is vital. and securities and economic greater. 
And vision has never been information services—all brought So whether you're an individual 
re. à premium. together in a single global unit: or institution, investor or issuer, local 
Chis why Citicorp’ Global Citicorp's Capital Markets Group. or multinational, look to Citicorp's 
ing has come of Interacting with proven exper- Global Investment Banking. 
, tise and innovation in 95 countries, And see what the world has to 
Its Citicorp's entire merchant accelerated with “Citi of Tomorrow” ` offer. d p 


p Siig 


aX 


CITICORPS 


laakea eS is a service mark of Citibank, N.A SY : GLOBAL IN VESTJ] MEN T BANK, ING 
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Every Franco Zeffirelli film 
iS Shedd by Rolex. 


If one were merely to 
list the achievements of 
Franco Zeffirelli. ..Zeffirelli, 
the set designer; Zeffirelli 
the director of stage and 
opera; Zeffirelli the film 
maker...then just from 
such a list it would be in- 
stantly apparent that this 
man must possess pheno- 
menal energy and extra- 
ordinary talent. 

Itisimpossible, however, 
adequately todescribethat $ 
unique talent; to under- ~ 
stand why the reputation 
of this man is legendary. 

Te do that, one must 
see a Zeffirelli production 
for oneself. His latest film 
of the opera “La Traviata” 
for instance. Only then can one PEE OSR 
why, when it was shown on television, 88 
per cent of all Italian people saw his film 
“Jesus of Nazareth” Why, despite predic- 
tions that Shakespeare would never do well 
in the cinema, his film interpretations of 
“The Taming of the Shrew” and “Romeo and 
Juliet” became hugely popular successes. 

And why the audience on seeing one of 
his productions for opera or stage, will often 





insist on Zeffirelli himself 
taking the final curtain call. 

It is the vibrancy and 
depth of human emotion 
which emanate from his 
work that can literally over- 
whelm the audience. 

; Zeffirelli was born and 
~ brought up in Florence 
where he had a classical 
| education. “You don't have 
= to go to school in Florence 

F to learn about art and civi- 
mm lisation; he says, “it is all 
around you. I try to bring 
my cultural upbringing to 
the films that I make?” 

Franco Zeffirelli’s taste 
for the classics also ex- 
tends to the watch that he 
chooses to wear. A Rolex 
One Chemen in 18ct. gold. 

“I choose this watch because it is the 
watch. It is above fashion. It simply sets the 
standard. It is the standard. In my own work 
I never try to be fashionable. Never. And the 
same could be said for the watch I have 
chosen to wear.’ 

For Franco Zeffirelli, the Renaissance 
man, the classic watch by Rolex W 


of Geneva. 
ROLEX 


of Geneva 





Pictured: The Rolex Day-Date Chronometer in 18ct. gold with matching bracelet. 


































































_lo panic 
Not necessary, page 9. A 
Ramadan offensive by Iran?, 
page 17, as America stays 
offstage, same page. The Gulf 
states shiver, page 18. So do 
banks, page 83, and 
stockholders, page 85. The 
bank regulation game, pages 
81-82. Gold stays quiet, page 
86. 


Hedgehog Russia 

Is good news for the west, | 
page 11. The Gromyko who 
curled up, page’26. Paw or 
prickle from East Germany?, 
page 25. Fading 
Eurocommunism, page 24. 


Half-fair elections 
Egypt joins the shadow-line 
2nturers between dictatorship 
1d democracy, page 12. 
Fireworks in the boredom, 
page 19. 








Order of the boot 
Good start for Duarte in El 
Salvador, page 13. 


Helping the cause 
Japan edges towards reform of 
its yen-depressing capital 
markets, page 14. 


M.C. (P) 49/8/83 KDN 0904/84 


Ulster 


Our survey discusses why 
saying the same is not enough, 
after page 48. 


America develops 
Colorado pays the price, page 
38. New Mexico hangs back, 
page 39. 


Ly 


Democrats 


Fight all the way to California, 
page 35. With a woman in 
tow?, page 36. 


A botch too far 


Double trouble in Israel, page 








Strikes etc 

Britain's miners, page 41. 
Germany's metalworkers, page 
69. German cars stand still, 
America’s travel, page 70. 
Dunlop's struggle, page 76. 





How odd of God 

To choose the cruise for 
Holland's conscience, page 
23. 


South Africa’s poor 
Get poorer, page 75. Botha 
tours Europe, page 20. 
Mozambique feels let down, 
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Europe to the polls 


Reports from France, Benelux, 
Greece and Denmark, pages 
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Q3) 
o 


Heart-stopper 
Twitching arteries can kill, 
pao 87. 


JUNE 2, 1984 
Volume 291 Number 7344 


World politics and current affairs 


Panic is not necessary 

‘Russia: Hedgehogs aren't lions 

Underrating Mr Kinnock 

Half-fair elections 

El Salvador: iCulpables! 

Yen for reform 

International: Stalemate in the Gulf air, so there may be 


the war; Egypt; Israel; South Africa; Mozambique; Argenti- 
na; Tibet; North Korea and Russia 

Europe: Holland: How odd of God to choose the cruise; 
Eurocommunism; West Germany; East Germany; Soviet 
Union; Spain; D-Day. European Elections: Le Pen is 
mightier than he was; Benelux; Greece; Denmark; May in 
the EEC 





35 American Survey: Even New Jersey shall have its say; f . 


Women in politics; Colorado; Governor Lamm; New Mexico 

41 Britain: Miners’ strike: Martyrdom denied; Housing subsi- 
dies; Regional policy; Private schools; London's roads; 
Dairy farming; Children in care; Women at work; Liverpool 
football club; Public opinion 


48 Ulster: The trouble with Ulster—a survey 
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Business, finance and sciencg 


67 Business this week 
69 World Business: West Germany is on its way to a 38-hour 


blood on the ground; America and the Gulf; Gulf Arabs and 


week; West German carmakers; American carmakers; p- 


South Africa; Dunlop; Japanese electronics firms; High- 
tech research; Biotechnology; Coffee; Beer; Dantiees Black 
Sea Canal; RATP 

81 Business Brief: America’s banks bank on congress 

83 Finance: How can American banks account for those Latin 


loans?:; Bank rumours; CJR/Hambro Life; Wall Street; | 


Johannesburg Stock Exchange; Paris Bourse; Gold 
87 Science and technology: The spasms that can stop a 
heart; X-ray microscopes; Neutron microscopes; Evolution 
01 Economic and financial indicators 
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91 Books Plus: The law; Atlantic City; Lord Rothschild; 
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4 Letters 
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-SIR—-Your generally fait and bal- 
anced survey of Zimbabwe 
(April 21st) said that there were 
“no. black civil servants in white: 
ruled ‘Rhodesia other than clerks 
and messengers: While admitted- 
they were not numerous, there 
were blacks in the administrative 
ranks at independence, particu- 
larly in the ministry. of African 
“education. At independence it 
had ‘at least one black in the 
position of provincial education 
officer. 

: The survey also stated that the 
traditional pattern of land use in 
the communal areas is that tribal 
chiefs can dispense land and re- 
claim it. Three years ago the 
rament deprived the tribal 
hiefs of most of their traditional 
‘powers, including the dispensa- 
n of land, which was trans- 
rred to: the newly. established 
district counci\ Just. how these 
powers are being exercised is not 
lear, ,as the councils had not 
een given any clear guidelines 
p to October, 1983. 
‘ort Elizabeth, 
jouth Africa 

























































B. J. WILSON 


IRI would like to:contest only 
ne conclusion in your survey of 
imbabwe, namely that the ex- 
periment in industrial self-suffi- 
‘iency went wrong. 

You state that, after 15 years 
under: this: policy, gdp per head 
was only 2% higher than it had 
‘been in 1965. But it had been 
0% higher in 1975, and had 
“averaged this level between 1972 
and 1976. The abrupt fail in the 
following four years was due not 
othe policy but to the intensifi- 

















ally, this could be accommodat- 
sd in 1976 but not thereafter. 


Suffolk. 2 
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arrived -ino Zimbabwe 
ortly after independence. Dur- 
g two years there, government 
inist ere each given a Mer- 
ew. (Sth) brigade 
ned for the army; 












(and ugly) monument was erect- 


ation of the civil war. Economi- | 


>M, W. Se HircHcock © 






follow. 
African countries. 


ed in the military cemetery; 30 
new. diésel-electric locomotives 
were purchased; a number of 
fighter aircraft were purchased 
(many later destroyed. by sabo- 
tagé); the mayor of Gweru pur- 
chased four gold mayoral chains 
of office; rural health services 
were expanded and improved; 
and land was purchased: from 
departing whites for resettle- 


ment. 


This incomplete catalogue, in 
an emergent African nation with 
a small tax base, represents a 
huge expenditure which could 
not be met from income, loans, 
or aid. The result was a rapid 
decrease in reserves, and short- 
age of foreign exchange. While 
spares. for ‘mechanical equip- 
ment, medicines, electronic bits 
and. university textbooks became 
scarce, shops in Harare displayed 
crystal glassware, frozen South 
African prawns and fish and im- 
ported fabrics and suits. 


Southampton PETER BURSTYN 


Sin—President Julius Nyerere of 
Tanzania. did not attend Zimba- 
bwe's independence celebra- 
tions. He paid his first visit there 
several months later. 

Nairobi, 


Kenya GEOFFREY PATERSON 





Apartheid 
SiR—Like most commentators on 
apartheid, you express your op- 
position to it (May 12th). I, along 
with the overwhelming majority 
of British people, find that policy 
abhorrent. However, more and 
more I find myself asking wheth- 
er there is a realistic alternative. 
Let us be honest; once the vote 
is conceded to the millions of 
blacks in South Africa, white rule 
is doomed. One-man-one-vote 
would result in a’ permanent 
black majority in the assembly. 
There is no tradition in Africa of 
power-sharing and eventually, 
sooner rather than later, all pow- 
er would be held by the blacks. 
The pattern, so sickeningly famil- 
iar in the rest of Africa, would 
follow: the emergence of a one- 
party state, the repression of mi- 
norities and.a dictatorship. Eco- 
“nomic chaos would: assuredly 
as it has. in most black 


mologist_ was. a 
- This was'no doubt in 


Saudi Arabia 





Taxing the Libyas- 
SIR—In writing about the Libyan 
embassy shooting (May Sth), you 
highlight the conflict between the 
nation’s political and economic 
goals in referring to the great deal 
of business Britain does with Lib- 
ya. I suggest that this conflict 






could be resolved if the British. 


government announced that it re- 
fused to feel even morally re- 
sponsible for the fate of Britons 
working in certain countries, fol- 
lowed by a published list of these 
countries. i 
Business being business, this 
would not stop companies from 
sending people to the Libyas of 


this world, but the staff would be — 


able to demand a hefty chunk of 
danger money, which would of 
course. be included in the final 
bill. This would, in effect, inter- 


` nalise the country’s bad. interna- 


tional reputation, as a cost. 
Salonika, 


Greece ROBERT MASTERS 





The Russian mind 


SiR—Your leading article (May 
19th) contrasts Russian attitudes 
with “the western mind, trained 
by Greece ‘and Rome’ and. the 
Reformation”. 

Well, look at the first names of 
the last three Soviet leaders:. Le- 
onidas, defender of austere Spar- 


ta and sacred Hellas against over- 
whelming odds;. George, the. 







dragon-slaying saint, Constan: 
tine, champion of a new world 
religion and founder of the sec- 
ond Rome. The “Russians are 


heirs to an important strand in’ - 


the Graeco-Roman tradition, 
and bearing this in mind can 
contribute to understanding 
behaviour. ; 


: Cambridge PETER G. ELKAN 





Chinese films 


SiR—Your account of the Hong- 
kong International Film Festival 
(May 5th) was welcome, particu- 
tarly in its attempt to bring Asian 
films to the notice of western 








readers. However, your. corre- 


spondent’s.dismissal of th 
nese film “At Middle Age” as 
propaganda. is. mistaken. : 

portrayal of the fe 


their ` 


party 
“the system” 
both explicit ("ut iS:impo 
get anything done in China) and 
implicit (the -husband canriot. 
summon. an ambulance- for his 
critically: ill wife): A` couple is 
shown emigrating. to -Canada 









sather than face any future trou- 


bles. The film ends with the hero- 
ine, having suffered a heart at- 
tack, brought on. as° much by 
despair as by overwork, being led 
out of the hospital, her survival 
very much in doubt. 
Personally,.1 found the 
very. moving—not. so. much: 
cause of its cinematic virtues, ou 
because it was an official apology 
1 


to those educated people i= 
na who have réceived little recog- 
nition for their work, The film is 
also remarkable in that it demon- 
strates. that thé Chinese: govern- 
ment is willing to allow trenchant 
criticism of the current situation. 

Hongkong... Wiuiam Dockery 

sans 









America’s budget 
SIR—You say (May 5th): “There 
are, only three ways to cut the 
deficit... .°. But- there ¿i$ a 
fourth—that is to repudiate ‘it. 
The Fed is a private, not govern: 
ment, institution never author: 
ised by the constitution; its cre- 
ation was. both illegal and 
fraudulent; Interest (or rent) can 
be just if the lender is actually 








TheEconomist 
dust published: EU Special Report No. 166 
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competitive. as 












MARBELLA 
Apartments and villas at Marbe 


secluded precinct of the Barbican. 
These Zand 3-floor apartments, over 400 feet above 
’s busiest money market, are among the 
1 Europe. In a class apart, they are built 
space-age comfort: spacious living rooms, Modern eae agra ba 
ces and balconies, commanding some first- Custom-built French oak kitchen units equi 
ime-ever views of London and beyond. Most have American standards, © 
rooms some 5 — and almost as many bath l Independently controlled air-conditionin 
or shower rooms. The largest have conserva- Thé gartiens 
or roof rooms large enough for’billiards or Over 25 acres of mature sub-tropical gardéns sha 
» , trees, overflowing with plants. Complete with a st 
‘ith the bonus of the Arts literally on the doorstep which tumbles down through the lakes, jacu 
the Barbican Centre below, ‘Barbican at the top’ swimming areas. Traditional courtyards wi 
has a unique luxury package to offer anyone who , the centre. 
ts to enjoy life to the full — in the City. The amenities 
For further details and an appointment to look ` 
around write or telephone the Barbican Manager, — 
Barbican Estate Office, London EC2. Telephone Swimming pools, windsurfing, water skitit 
01-588 8110 or 01-628 4372. sports. Eleven tennis courts~te 


ony 


# a 
AJihadd 
AA ea 


I yic es for apartments fonts £50, 000 
facilities. 


Full documentation is available on request: from 
follmving offices: 


London office Jardines de las Golondrinas, 
32 St. Jamess Street, London $ 


“Marbella 









paper notes. which it has- 
tently called ‘ ‘dollars”); a 
never risked its own capital. a 
prerequisite to lending. To top it 
Hl. the Fed is a foreign-con- ° 
olled, foreign-instigated and 
largely foreign-owned organi- 
















E. O. SOWERWINE. JR 





R—Your article on the pensions 
dilemma of the western. devel- 
oped world (May 19th) rightly 
id that even. funded schemes 
e problems. There may -be 
graver problems. than. generally 
thought, due to severe limitations 
n our ability to use the capital 
k in transferring economic 
value through time. 
Investment in the developing 
world. is. one possibility, but 
payout cannot be assured, as is 
already eviden&gy the great diffi- 
culty even Brazil is experiencing 
eeting debt service require- 
ents, which would be very mild 
mpared with any post-2010 
on'reflux. A cybernetic fu- 
is the only hope for the 
ight years of western postwar 
babies, yet even here highly 
‘illed people are required to run 
e infrastructure and provide 
he labour-intensive. services old 
ople need. There is a subtle 
rony in the way the poor, illiter- 
ate villager, often derided for 
lieving that his pension: lies 
his children, may be closer 
è fundamental truth of things 
at ‘sophisticated westerners. 
who are blinded by the false as- 
rance of pension illusion. 





fessor Dornbusch (Let- 
rs, May 12th) agrees that ex- 
ange rates have fluctuated ex- 
ssively in the 1970s and ‘early 
80s. But he refuses to accept 
plest technical solution: 















~ the” Fed (correctly) : 
need -a policy. of 


pened for a year or so until inter- 
‘national investors were 
convinced that the deflation was 
likely to be successful. Then, in 
late 1980, they began shifting into 
dollar assets that increased the 
derived demand for American 
money far beyond what the Fed 
had planned. By mid-1981, the 
dollar had risen enough against 
the yen and D-mark to restore 
purchasing power parity. Its fur- 








_ ther appreciation showed the Fed 


that its monetary policy was too 
tight. If the Fed had loosened up 
moderately in mid-1981. the de- 
pression of 1982 would have been 
Jess severe—although price infla- 
tion would not have come down 
so sharply. 

The dollar surprised everybody 
by rising until late 1982 until it 
was grossly overvalued. The Fed 
finally understood that effective 
demand for American base mon- 
ey had risen inordinately. In mid- 
1982, Friedmanite rule of fixed 
monetary growth was suspended; 
and, fortunately for the Ameri- 
can and world economies, the 
Fed embarked on unprecedent- 
edly rapid monetary growth 
(over 11% in M1) until mid-1983. 
This was sufficient to pull the 
American economy out of the 
depression without re- igniting 
price inflation (as monetarists 
feared) as long as the dollar re- 
mained overvalued. In this epi- 
sode, the Fed behaved correctly 
as if it were paying attention to 
the foreign exchanges—while not 
daring to provoke Professor 
Friedman’s wrath by admitting it. 





Stanford, RONALD Me KINNON 
California Stanford University 
Inflation 


SIR—In your discussion of the 
latest report by the Centre for 
European Policy Studies (CEPS) 
on “Europe: the Case for Unsus- 
tainable Growth” (May 19th). 
you argue that if the “Nairu™ (the 
non-accelerating inflation rate of 
unemployment) “is significantly 
less than the recorded rate of 
employment, wage and price in- 
flation should carry on falling’. 

sa that there would be no need 
for further government action. 


: You then go on to argue that if 
5: inflation does not slow down the 


radually 
“ disinflating through slower mon- 
|. etary growth. Nothing much hap- 


wasting thee time, since as far as 


policy implications are concer: 


it makes no difference what the. 


correct figure actually is. 
Oxford WILFRED BECKERMAN 


SIR--You charge the authors of 
the CEPS study with forgetting 
the lessons of the 1970s. It seems 
that there is some disagreement 
as to what those lessons are. 

You state that “it can be folly 
to aim economic policies at hypo- 
thetical targets for the real side of 
the economy”, and that “govern- 
ments can do a great deal of 


inflationary damage if they pure. 
sue such will-o'-the-wisps, and. 


turn out to be wrong”. With 
statements couched in terms of 
“can do” it is hard to quarrel. But 

this does not prove that it is 
“better to aim monetary and fis- 

cal policy at nominal targets 
. and leave the real side of the 


economy to find its own 
equilibrium”, 

Margaret Thatcher's Britain 
has pursued nominal targets, 


Austria has pursued real targets. 
The Argentine military pursued 
nominal targets, Colombia has 
pursued real targets. My exam- 
ples are of course carefully cho- 
sen: I pick countries that avoided 
the temptation to engage in wish- 
ful thinking and got their real 
targets roughly right. But the 
need to be realistic (like the 
CEPS study) in choosing real 
targets is precisely what some of 
us see to be the true lesson of the 
1970s. 

Washington, 


DC JouN WILLIAMSON 





Gay wrongs 
SiIR—Wearily, 
print a civilised analysis of the 
entrapment of gay men by British 
police (May 19th) if you ‘precede 


it in the same issue with editorials 


casually displaying 
against homosexuals. 
A serving officer at Kensington 


animus 


B district HQ who opened The. 


Economist on May 19th. having 





been denounced in parliament on™ 


May 14th for entrapment: prac- 
tises contrary to Par 1.92 of the 





coal unions have a ‘past 


of violent leader: 
~ Scargill look al 


about Mr Ke 
nancial sreespost itty 


; ry 
s of Britain's y en a for Hor 


it will not do to: 


“birds. (May Sth), 













sexual Equality and myself. ag 
journalist. An. acid rain of casi 
homophobia, very like the casi 
anti-semitisth of the “educate 
pre-war, drips from Britai 
quality journalism and, unkno, 
to its privileged authors, adds 
the noxious fumes below. 


London ANDREW LUMSD 























































Scott the diffe ence 


SiR~You refer (May 
ly specialisation i in Bri 






cation system allows: pupils” 
continue studying a broader ba 
of subjects. Once agai 
sume that what’ applies 
England applies throughout Br 
ain. Comparisons. need not, ; 
ways be made with American. 
Continental societies; you m 
find a world of difference nor 
of the border. 


Aberdeen 





Jan Wan 





To the Cheshires 


SiR-—-The Hongkong border 
currently policed by the Ches 
ires, not the Staffords (Mi 
12th). Because regiments do n 
advertise, they are grateful: fi 
any free publicity (provided * 
favourable) they can get. It 
pity when an opportunity is Was 
ed because a correspondent ge 
his fact wrong. 
(Lt-Col) A. pE P. Gauva 
Cheshire Regime: 






London 










Aimless evolutio 
SiR—Discussing | the: 















feathers were probably j 
ed™- for insulation: Nothit g W 
invented by nature: with a pu 
pose. Evolution t 
random. Some trends” Pay t 
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CORBY:-SHIRE! 


Country ses around Corby 
J. N. P. WATSON 


cen all round, north Northamptonshire 


‘rs the sportsman as promising facilities 


as anywhere else in Britain. Perhaps it is 
famed more for its hunting than any other 
diversion. For that county, together with 
Leicestershire, Rutland and a part of South 
Lincolnshire, comprises the fabulous 
“Shires,” which, for two centuries, have 
been universally acknowledged to be at 
once the cradle and the mecca of the sport, 
not nly for Britain, but for the world. 

It was in the 1750s that Hugo Mey- 
nell, “the father of modern foxhunting”, 
went to live at Quorn Hall (north-west of 
Corby) and to breed foxhounds “whose 
noses were as fleet as their feet”, foxhounds 
that were fast enough to catch their quarry 
in the open, as distinct from laboriously 
tracking its drag to ground, which was the 
way of the old 18th-century squires. 

The hunting tradition in those coun- 


ties is so deep-rooted and remains so strong ` 


that landowners and farmers co-operate 

h the sportsmen at least as well, if not 
wter, than anywhere else in Britain. No 
expense is spared in preserving foxcoverts, 
removing barbed wire in the season, and 
maintaining slap-up establishments with 
beautifully-bred packs of hounds and the 
most able and dashing huntsmen and 
‘| whippers-in. The “’Shire” packs are the 
Belvoir, the Cottesmore, the Fernie, the 
Pytchley, the Woodland Pytchley and the 


Quorn. FLYING COUNTRY 
You can conveniently ride to some of 
the best quality packs of hounds in the 
world every day of the week from the Corby 
area. The town lies in the Woodland Pytch- 
ley, a country measuring 20 miles by 18, 
whose centre is Rockingham Forest — once 
the hunting-ground of Kings and Queens, 
but long since denuded of its massive wil- 
| dernesses — and whose adjacent hunts are 
; the Cottesmore (to the north), the Fernie, 
(to the west), the Pytchley (to the south- 
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west) and the Fitzwilliam and the Burleigh 
(to the east). According to the 1981-82 edi- 
tion of Baily’s Hunting Directory, the Wood- 
land Pytchley is “a flying country and 
requires the best stamp of hunter”. But it 
also has an excellent Pony Club branch, and 
equestrian children are well instructed and 
shepherded. 
BEAGLES 

For those who prefer to follow 
hounds on foot there is a thriving pack of 
beagles kenneled near Kettering, called the 
Pipewell, who meet within very easy driy- 
ing distance of Corby, at 1.30 on Thursdays 
and Saturdays. Adjacent, to the west of the 
Pipewell country, and also hunting the 
hare, are the famous Westerby Basset 
hounds. They meet on Tuesday and Satur- 
day afternoons and occasional Thursdays. 

Hand-in-hand with hunting goes 
steeplechasing, a sport founded by foxhun- 
ters. The courses at Leicester, Nottingham, 
Towcester and. Huntingdon are all reason- 
ably handy for residents in the Corby area. 

Northamptonshire is a. splendid 
pheasant country, and (safe!) game- 
shooting men encounter little difficulty in 
purchasing a gun in one of the local syndi- 
cates. There is plenty of rough shooting, 
too, although at present the demand rather 
exceeds the supply. 


STILL WATER 

And fishing? Dick Orton, Editor of 
the Salmon and Trout Association journal 
and author of the perennial book, Where to 
Fish, describes north Northamptonshire as 
“the best area in Britain for those who are 
willing to fish still water”. The reason for 
this is that, to improve the water supply, a 
number of tracts in the region have been 
flooded, the principal of them being Stoke 
Dry (next to Corby), Rutland Water (near 
@akham), Pitsford reservoir (near North- 
ampton) and Ravensthorp.(between Corby 


‘and Northampton). 








John Watson has ridden to foxhounds since 
his boyhood in Sussex, and by his early 20’s 
was Master and Huntsman of beagles. A | 
former Major in the Household Cavalry and 
commander of the Guards Independent 
Parachute Company, he shot for both the 
Eton and the Household Brigade Eight, and 
during his army service was a polo player, 
point-to-point rider and pentathlete. In 1969 
he joined the staff of Country Life, for which 
he 1s hunting, polo and shooting correspon- 
dent. He is the author of five books on field- 
sports. 





















Containing some of Britain’s loveliest 
farmland, meadowland and woodland, the. 
area surrounding Corby has been preserved 
for its game — and, incidentally, for its 
beauty — by generations of hunting, fishing 
and shooting families. Northamptonshire is | 
essentially a “countryman’s county”. 


This article is number two of a series. They will | “4 
be. published together as a brochure entitled | 
The Ecorbyist. 5 


Copies will be available from Corby 
Industrial Development Centre, Douglas 
House, Queens Square, Corby, Northants. 











New technology materials make advanced aircraft perform better and cost less. 
Graphite composites like these are already in use on the US. Navy and Marine Corps: 
-> FJA-IBA Hornet and on the F-20 Tigershark, America’s newest tactical fighter — 
Advanced composites are another innovation in aircraft manufacturing pioneered by — 
es Northrop Corporation. eRe 


Northrop Corporation, 1800 Century Park East, Los Angeles, California 90067 USA 


NORTHRO 


Making advanced technology work 
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the possibility of a financial collapse that 
ry world trade, bankrupt many companies and 
ions more people out of work. The chances of 
jappening may be far greater today than in the 
and 1960s. But they are still remote—perhaps one 
. The other 49 can and should be grasped 
el d tight.. 
ine how a collapse might happen. Next 
he Federal Reserve announces that the M1 
of America’s money supply rose $6 billion in a 
ll Street was expecting an increase of only $2 
terest rates jump half a point, and Mr Henry 
of Salomon Brothers says there is more to 
the London summit on June. 7th-9th, the 
of the seven largest capitalist countries say they 
srned and sit down to another lunch. 
rn is not enough, reply Latin American debtor 
meeting five days later: they will find it “hard 
possible” to pay all the interest due their 
an bankers before the June 30th deadline when 
yanks prepare their quarterly statements. Anything 
ween $50 billion and $80 billion of loans may have to 
ed “non-performing” and the banks’ total 
nly $80 billion. Their shares tumble. Some 
rs start to withdraw, led, it is rumoured, by 
jan account. Although the Fed repeats its 
end, lend boldly and keep on lending”, Wall 
ecord 80 points. ` 
fills the world’s television screens that 
Fri y night. More tankers burn in the Gulf— 
hat were becoming clichés are ominous again, 
the Iran-Iraq war takes a yet nastier turn, Iran's 
iy, exhausted teenagers inspired by a faith the west 
not fathom, breaks through Iraq’s defences to cut its 
supply line at Al Qurnah. Two days later, the 
tation in Basra is overrun and ‘the voice of an 
n mullah proclaims the Islamic Republic of Shia 
; Iraq. He calls on all Shias to rise up in the name of the 





































true Islam. News agencies soon report sporadic riots . 
among the Shias who live in the oil-producing eastern 
„region of Saudi Arabia. The spot market in Rotterdam 










does not wait to hear more: the spot price of a barrel 









„alres ly being paid for extra insurance at pepe. 





‘financial markets, a more recent inventio. 


-may not fall much farther: a soft landing is 


Saudi light 34° rises from $28.50 to $33 plus the $1.50 
i ! ` panic, | unless moneymen Delieve that gove 













money and dearer oil. As in 1979-80, t 
countries look set. for recession Within ay 








paying interest on its debt, As itis not, 

economists know that the world has left i 
behind. The sun still rises, spreading its v 
Tokyo to London to New York, 












cold. And with them, much else. 





It won’t happen if. . . 
Calamity is avoidable. It usually is avoides 
sounds like dangerous complacency only if yo 
fast-moving markets and the deliberate 
governments. In fact the spontaneity o 
and the steadiness of macroeconomic poli 
behind the biggest successes of the pa: 
gross world product has more than treb 
The same mixture, suitably adapted. 
seeing off a disaster before it happ 
The calamity-defying virtues 
been obvious in the past 10 yee 
response to higher oil prices in the 
through to final consumers withi 
adjusting with far less fuss than / 
control its energy prices for five 
of big industrial bankruptcies, whose 
if market realities are faced early 
gradually, the stockmarket marks dc 
gradually. Where a company’s activities a 
or subsidised—Dome Petroleum in Ca - 
Leyland in Britain—the shock of a crash is greater. 
With one caveat, financial markets also threaten 
when they work freely. The share prices of Am 
banks have fallen by 15% since January, which me; 
that investors have already discounted biggish wr 
offs of the banks’ loans. If the write-offs: happen 











































The caveat, though, is critical. Finan al 
ve on gossip, which is a harmless lu! 
the time. But it can turn unease into 


onitored by human. brain. - -fin 
suspect that policy is brainless, fear takes over. - 
Their~fears are aroused right. now, by President 
agan’s fiscal policy. The American budget deficit is 
o longer a threat somewhere over the horizon, warned 
about only because the United States takes years to 
nge its fiscal course. The deficit is already doing 
m, because the American government is still bor- 
owing heavily at a time when the private sector needs 
10re credit to finance its expansion. Companies and 
ndividuals borrowed $80 billion in the second half of 
82, which was small enough to leave room for $105 
illion of public-sector borrowing without raising inter- 
st rates or depending mfich on foreign savings. In the 
scond half of last year, the private sector borrowed 
-$200 billion, which would have been manageable had 
the American government by then been sharply reduc- 
ing its borrowing needs. In fact it borrowed $90 billion, 
and the total was financed only by raising American 
terest rates, sucking in foreign capital, and thus 
‘crowding out borrowers in the rest of the world. 
__ ‘These pressures have grown this year—more borrow- 
ing by the pevate sector, little fall in the public sector, 
higher rates, “wore foreigners crowded out. This much is 
yw well understood by every banker and broker, most 
idustrialists and every government in the world bar 
e. The United States—and particularly its president 
easury secretary—has yet to see the urgent need 
‘its budget deficit. Wait until after the election in 
ber, used to be the conventional wisdom, and 
x Americans will do it. It will make an unneces- 
sis more likely if the markets are made to wait 
ng. At first they were promised that the “down- 


world. Without some fiscal tighten- 
cy was bound to raise American 


be taken two weeks ago, and 

bank regulators act quickly to arrange for a ta 
Continental Illinois. And to remind invest 
depositors that the bank’s troubles stemi 
management over several years, which w 

and does not afflict every other bank. 

Once that has happened, the Fed can return to its 
main purpose; to provide enough mo growth to 
avoid a slump, but not so much as to revive inflation. 
That line is never an easy one to steer, but it is less 
difficult now that American inflation is down to low 
single figures. The Fed also has all the tools and 
knowledge to avoid doing what it did in the early 1930s, 
when the money supply contracted, f he econò- 
my into depression. fag a 


The awkward corners ere l 
Whenever the American economy has b 
people with steady hands and clear heads, the wo: 
financial system has had a blessedly dull life. In the mid- 
1980s, its dullness needs securing by two remedie a 
two particular problems. The first, third-world debt, is- 
best tackled by some device that will insulate borrowers: 
from untoward rises in American interest rates. Wi 
would favour a new facility at the International Mone- | 
tary Fund, similar to the compensatory financing facili- 
ty which already reimburses commodity producers fc 
export losses caused by droughts, floods and soon.. 
interest rates rise above a certain level, debtors could 
borrow from the IMF—and then repay the cash when ` 
rates fell. The details would be complicated, far 
from, insoluble; and the principle is fairer 
logical than other schemes doing the round a 

As for oil supplies from the Gulf, the world has 
learned much since the mullahs’ revolt in Iran sent ` 
companies dashing into the spot market to push up- 
prices by $5 a barrel more than the slightly longer run 
showed that they needed to have risen. With oil bulking 
so much larger in world product than before, the need- 
for oil companies and consumer governments to behave 
more calmly than they did five years ago is 
Governments in industrial countries have three 
more oil in stockpiles than they did in 1979: they 
declare as firmly as the Fed has declared its support 
banks that they will use these stocks and atw! 

The Gulf states, for their part, produce 
the non-communist world’s oil, compared 
1979. Now that the smoke of bl 
cleared, it is plain that Iran’s and Ira 
have between them stopped 
shipping needed to. a the 

to re 





Hedgehogs aren't lions 


So be glad of Mr Gromyko’s rolled-up Russia 


That Russia has for the time being rolled itself up into a 

. prickly ball is now generally understood. That this is 
good news, except of course for the Russians them- 
selves, is still in dispute. An inward-looking Russia, it is 
argued, is a worrying Russia. On the contrary: it is one 
of the brighter spots of this nervous 1984, for two 
reasons. 

The Russians’ recent retreat into themselves is un- 
likely to be the prelude to a sudden pounce outwards. 
They are behaving like this because a large part of their 
“eign policy, from missiles in Europe to Marxism in 
_ wambique, has run into a brick wall. President 
Chernenko shows no sign of believing that the brick has 
turned into cardboard. He has done little to exploit the 
Reagan administration’s failure in Lebanon, and almost 
nothing to worsen its problems in Central America. He 


has missed a rather obvious chance to see if bad ° 


relations with America could be the moment for better 
relations with China. Only where he can use his power 
without much risk—against the Afghans and Mr Andrei 
Sakharov—is he piling on the pressure. 

A dynamic young Soviet leader might have been 
tempted to punch a hole through his country’s difficul- 
ties abroad. The undynamic Mr Chernenko, presiding 
over a foreign-policy committee of puzzled septuage- 
narians, does not look like a puncher. 

The one semi-exception to Russian wariness might be 
. the wars of south-west Asia. The fighting in Afghani- 
stan could eventually point Russia towards opportuni- 
ties in Pakistan and India. The Iran-Iraq war offers a 
more immediate temptation. It is not true that Russia 

d the west “have the same interests” in the Gulf. The 
` ..~St’s interest is to be able to buy the Gulf’s oil at a 
reasonable price; Russia does not need the oil, and 
wouldn’t in the least mind the west’s not getting it. If 
the Gulf war takes a turn for the worse, it would be 
against nature for the Russians not to try to put a spoke 


into the west’s efforts to deal with the problem. Yet 
even here they cannot go too far: they do not want 
either an outright victory for the ayatollahs’ Iran, or a 
head-on clash with America. 


: Glowering isn’t lovable Xe 
The other reason why Russia-in-a-huff is no bad thingis 


its effect on public opinion in western Europe. The east- 
west contest over the past few years has been in large 
part a battle for the hearts and minds of west Europe- `. 
ans. Under Leonid Brezhnev and Yuri Andropov, the 


Russians did fairly well in this battle, because Brezhnev. 
and Andropov managed to keep up an air of steady . Bs 


reasonableness that made a lot of Europeans overlook 
things like Afghanistan and Poland and the SS-20s. 
Under Konstantin Chernenko, Russia has reverted to 
the behaviour of an earlier era. 

The foreign minister, Mr Gromyko, brgwbeats west 
European visitors when he should be trying to cajole 
them. The defence minister, Marshal Ustinov, threat- 


ens more missiles instead of talking about how both 


sides might have fewer. President Chernenko himself 


mutters anti-western platitudes. The aim is presumably _ y 
to frighten west Europeans out of the missile-deploying 


decision they implemented last year. The evidence, so- 


far, is that a glowering Mr Gromyko and a chuntering -| 


Fi) a 


Mr Chernenko are making Europeans feel that maybe ie 


Mr Reagan was half-right about Russia after all. 


Because nuclear weapons have to be controlled, Mr =- 


Chernenko or his successor will one day have to say to 


his ruling party—as South Africa’s Mr Botha said to his | 


ruling party last weekend—that ‘‘we must face, the 
realities of the world”. But for the rest of 1984, and 


maybe longer, the Greek poet has the last word. “The 
fox knows many things, but the hedgehog knows only 


y 


one big thing”. The big thing Russia knows is that it 


does not know what to do next. 


Underrating Mr Kinnock 


- 


Or why it would be wrong to do so 


The current fashion for not taking Mr Neil Kinnock 
_ seriously is a mistake. The past month has seen him 
cavorting on pop video, contorting himself over the 
miners’ strike and treating the European elections to a 
show-business “‘Eurofest’. He has been criticised by 
party colleagues for being trivial, for pursuing a person- 
ality cult and, believe it or not, for lack of left-wing 
commitment. He is not brainy and is a bit of a joke. 
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Cynics might say this sounds like a successful modern. 2 


leader in the making. Cynics might be right. Labour’s 


national appeal was never to be rebuilt in a day after the — 
debacles of 1981-83. Stage one of the reconstruction has ` 
involved projecting Mr Kinnock as a nice, caring, ` 
sensitive man, untainted by ideological faction. He is — 


regarded by pollsters as sincere and in touch. He may - 


be no match for Mrs Thatcher in parliament, but who 


11, 








ace, concern for the environment. Last Tuesday’s 
elevision advertisement, music by John Lennon and 
arely a mention of Labour, was worthy of the Tories 
and Ronald Reagan at their most sophisticated. 


The intellectual’s fallacy 
udgment of Mr Kinnock’s effectiveness must avoid the 
ntellectual’s fallacy which misjudged the early Mr 
Reagan. Mr Kinnock may well be the most lightweight 
British political leader since Bonar Law. His speeches 
are often meaningless, his policy thinking incoherent. 
He has no administrative or government experience. 
A read a balance sheet, write a white paper 
l. Yet these qualities, so alarming in 
; political hothouse, can be positive assets out 
country—as American political managers have 
ecognised. Forget parliament, say Mr Kinnock’s 
atch. television; which edits his sentences, 
Ns enhances a pleasant face. Contrast him 
atcher’s harshness and apparent aloofness 

sequences of her policies. 

k is strong on loyalty, on obedience, above 
on ambition. He will trim ideology and repress his 


lot better than no choice at all 
e Philippines, Egypt and El Salvador: what do they 
mon? Answer: elections in 1984 that were 


truly open democracies where the 

is a chance of being peacefully booted 

box. About half the states on earth 

ns practically no say at all in who 

or why. But somewhere in the middle 

line between semi-democracy on the one 

questioning, slowly-loosening-up dictator- 

r. Should countries on the shadow line 
ered at? 

pt nor in the Philippines was there the 

people could have ousted their 

‘Marcos nor Mr Mubarak would 

h a thing. In El Salvador (see 


ea 


“bureaucracy. Cor 


campaign strategy and 


path. Mr Kinnock has not been abl 
trade union incubus, nor will he in | 

dispute thus reduces the party to a mur 

never more than during the current miners 
constant patching over of cracks, for 
nuclear weapons and Europe, shows thro 
rubbed with a little electioneering. Laboul 

to have lost the will to oppose the Tories in the 
England—making a post-1988 Lib-Lab co 
more likely. But if any politician is set to 
these handicaps, it is Mr Kinnock. His may nc 
Labour party, but he is unquestionably a ne 
Only fools should underrate him. , 


1. The run-up to the poll must be free enoug! 
person or party to express a view and actively to sour 
support. The vote must be secret and the physical act of 


. petting to the polling station free of intimidation. | 


2. There must be broad confidence that the vot 


government. i ; 
3. The body elected by the people can impos 
4. There is enough of a national consensu: 
losers to accept the result. ae 
On the first level, Egypt’s Mr Mubarak sc 
well on May 27th (see page 19). He wins fewer 
on the second test because everybody 
assumed that, in the unlikely event. 
looking like winning, the ballot b 
stuffed.. On count number three. 
Parliament has bee bbe 





tion leader, Mr Serageddin, whose New Wafd party 
won an eighth of the seats in the assembly, should have 
ridiculed the result. 

There is no knowing yet whether Mr Mubarak’s one- 
off experiment is the germ of a more open political 
system. There is a chance that it may be—which is why 
he should be congratulated and encouraged. But 
-Egypt’s festering social inequalities, and the fact that it 
sits at so explosive a corner of the world, could send it 
careering overnight down a very different path. Democ- 
racy grows best in conditions of prosperity and peace. 
Egypthas yet to achieve the first; the second seems secure 
enough today, but tomorrow, in this region, who knows? 

The case of the Philippines is more finely balanced. 
On all four criteriayMr Marcos’s rating on May 14th 
was mediocre-to-lousy. Compared with Egypt, the 
violence and fear surrounding the poll were more 
intrusive, Mr Marcos’s dictatorship more harshly asser- 

` te, the press more cowed, many of the trappings of his 
gime more venal. Like Mr Mubarak, he too can 
continue to impose his laws on the land by presidential 
decree. Yet, though parliament is subordinate to him, it 
is not totally subservient. The election of a bigger 
opposition has now made it still less so. The Philippines 
vote is a good example of an election that was thorough- 
ly flawed but which, thanks to a stubborn vote for the 
other side, has produced a slightly wider range of 
political options than before. ; 

The cry of better-than-nothing is bound to sound 
limp. There are times when a tactical boycott of a poll is 


iCulpables! 


worthwhile: when there is a chance of extracting a more 
genuine, ballot later on (for instance, the birth-of- 


Zimbabwe election in 1980) or when the cards are so. 


heavily stacked and the opposition so dismembered that 


an election would be a pointless puff for the incumbent - | 
(Pakistan, 1984?). Sometimes an international thumbs- © 


down (at Namibia’s “internal” election in 1978) can 
point towards a more open poll next time round. 


Don’t turn thumbs down too easily 
It is often foolish to aim high. The concept of “loyal 


opposition” still sounds mad to most of the non-western 


majority of states, where power tends to be indivisible. 


FS 


The African one-party state has yet to cope with a — 


modern country’s need for flexibility and change: the- — 


little island of Mauritius apart, no modern African - 


leader has ever been peacefully ejected by the ballot - 


box. But even within the constraints of the African 


single party, fledgling opposition and subtle dissent can _ 


sometimes emerge. That groping towards quasi-demo- 
cratic tolerance should be encouraged rather than 


scoffed at, even though it could take generations before ~ 


it meets the sterner democratic standards of the west. 
Democracy is a luxury that ‘usually arrives after 
centuries of social and institutional manoeuvring. An- 
cient Athenian democracy, the supposeg forebear of 
western constitutionalism, rested on 


oundation of — 


slavery. The real thing took longer. Anyway, democra- X 


cy is the worst form of government, as Churchill said, 
except for all the others. 


The conviction of El Salvador’s nun-killers is a good start 


-to Mr Duarte’s presidency 


> angels of death have had their wings clipped. The 

_ viction last week of five national guardsmen in El 
Salvador for the death-squad murders of four American 
nuns in 1980 may seem a belated pinprick at a horror 
which has claimed more than 40,000 lives in five years. 
Yet those outsiders who have acidly observed that 
justice was done only because $19m in American 
military aid hinged on the outcome of the trial—and 
because Americans, not Salvadoreans, were the vic- 

: tims—overlook three important things. 

First, the trial marked the first time that the Salvador- 
ean army has delivered men up for judgment by the 
civilian authorities. Second, a judge and a jury risked 
the vengeance of the death squads to reach a verdict in 

- an hour flat, which suggests a new courage on the part 
of the judiciary. Third, the trial has had an even better 
follow-up. El Salvador’s high command has responded 
to civilian pressure by transferring Colonel, Nicolas 
Carranza, the head of the lethal treasury police, to give 
West Germany’s army the benefit of his experience as 
the new Salvadorean military attaché in Bonn. Another 


suspect officer, Lieutenant-Colonel Mario Moran, has 


been sent to a job in Washington. 
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The shakeup is a good send-off for Mr José Napoleon ` 


| 


Duarte, elected to take over as El Salvador’s first freely ~~ 


elected president on June Ist. The transition has been 


smooth. Mr Duarte enlisted the support of the defence 
minister, General Vides Casanova, in easing out the 


two transferred officers. General Casanova has girna ; 
his approval to Mr Duarte’s plan to set up a commission — 
to investigate the death squads and to trace the wires” 
that lead back to members of the army hierarchy. 


The other main plank of Mr Duarte’s policy—his— X 


willingness to talk with the guerrilla opposition—has 


also met a surprisingly swift response. On May 25th Mr £ 


Guillermo Ungo, who was Mr Duarte’s running mate in 


a presidential election in 1972 and now’ leads the 


guerrillas’ main political organisation, the Democratic 


Revolutionary Front, said he was willing to talk to his 


old boss “without preconditions”. Before, the guerrillas 
would talk to the government only through an Ameri- 
can intermediary. Mr Ungo considers Mr Duarte “an 
okay spokesman”, though not a legitimately elected _ 
president. There is a sliver of hope that at least the part - 
of the left-wing movement represented by Mr Ungo will 


now drop its demand for power-sharing-without-a-poll _ H 


> 





ogether , a coup after 
ubuisson, dismissed a i lect 
rrillas have mounted no new military offensive. The . 
gress in El Salvador led the American house of 
resentatives last week to approve, by a hefty major- 
$62m in military aid to the Salvadorean army. By a 
arrower majority, however, it rejected a proposal to 
rovide more aid for the guerrillas fighting Nicaragua’s 
-wing Sandinist government. 
here may be a lesson in the contrast between those 
congressional actions. The ban on aid to the 
Catapa guerrillas will probably be ineffective: sup- ee up. American fever has rodents 
hf El Salvador. It can do so in Nicaragua too. 


ns concessions on freer markets will not strengthen 
r reduce its trade surplus with America 


n heavies who have cajoled Japan into 


ave done the Japanese a good turn—though to suck money away from domestic bonds. And i 
2 reasons that Mr Donald Regan, America’s (b) permit short-term yen loans to be. made oi 
secretary, likes to claim. Mr Regan is election- Japan, but refuse to permit medium- or long-te 
en he brits about the deal strengthening that could tempt business away from the regulate 
and cheap rates) market at home. 
These moves will help Japan’s financial markets 
eria the Japanese prime minister, grow up and start serving the needs of private custi mers 
Mr Regan when he claims that the changes rather than always serving government first. Bi 
iore open market than Frankfurt. markets are still distorted. Even. after this 
changes make any difference at all to changes. the central bank keeps deposit rates a 
hange rates during the next few weeks, and they low: 13% for demand deposits; 33% for three-month 
uae. they are as likely to strengthen the time deposits. Government bond rates:are kept lowi: 
ollar because domestic financial institutions are still quiet:y 
rites high American interest rates, newly- arm-twisted into buying them. In compartmentalised 
ese capital will head straight for Wall financial sectors, brokers are prevented from compet- 
t. i ing with bankers. The range of yen assets availa | 
The value of thesé ‘changes is not that they will investors remains narrow. 
ali se interest rates in Tokyo and New 
y right the lopsided pile of capital Deregulation begins at home = 
rk. aiy just advance the day when At very least thè modest changes forced on 
Japanese now put them on notice that the w 
much longer tolerate distortions which, bi 
yen cheap, make Japanese manufacturer: 
petitive abroad. Japan will do itself a good t 
the time before the next row to mak 
intermediaries strong enough to. survive it 
are no longer cut off from the big wo 
This means co-ordinate: 3 
ae ort 
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cis your world bank for- 
ternational banking. 


inancial services group in 
ia with assets in excess 
$30 billion and over 165 
of experience. 
o be one of the world’s 
ng banks, means we have to 
te a little more. 


d be a little more imaginative 


an most international banks. 
This, together with a unique 
tail red’ a n hes proc to 
s produced 


\S agent bank, we 
tly rank 10th in 
d. (Euromoney 


l roject finance, Westpac 
ha over the past eighteen months, 
naged loans in excess of US$20 


In fact Westpac is the leader in 
dicated lending in Australia. 
Major undertakings such as 
Da cet to Perth Natural Gas 
at A$1,200 million. 
- Kooragang Coal Loader 
n Newcastle, New South Wales at 


"The Argyle Diamond Pro} 
Western. Australia far USS: 


We'd like to help with your 
project finance needs. 

Especially if you do business 
in Australia, New Zealand and the 
Western Pacific. 

This is the fastest-growing 
area in the world, with an annual 
growth rate of more than 5% per 
annum over the past ten years. 

A dynamic region where 


= Westpac has first-hand D l 


foreign currenci¢ 
exchange lines, mul 
finance facilities, for 
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climb to £176m 












Pre-tax profit 1983/4 Preliminary results 
An extract from The Plessey Company's unaudited consolidated results. 


up 20 7 oO 52 weeks ended 52 weeks ended 

























30 March 1984 1 April 1983 
= e £000 £000 
Dividends up 15% = rassaa 17475 
Operating profit 146,309 119,004 
Order book up 16% Profit before taxation 176,136 146,362 
Profit before extraordinary items 112,045 82,798 





e 
If approved at the Annual General Meeting on Thursday, 12 July 1984, the proposed final 
arni ngs per S ar A dividend of 2.24p per share will be paid on 1 November 1984, two months earlier than 


previously, to shareholders registered on 13 September 1984 This dividend, together 


with the interim dividend already declared, will amount to a total dividend for the year 
of 3.80 1p per share. 
up oO Copies of the full Report and Accounts for 1984, which have not yet been reported 


upon by the auditors, will be sent to shareholders on 18June 1984 


© PLESSEY 





The Plessey Company plc, Vicarage Lane, Ilford, Essex IG1 4AQ, PLESSEY and the Plessey symbol are Registered Trade Marks of The Plessey Company plc. 
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Stalemate in the Gulf air, sothere 
may be blood on the ground 


FROM OUR LEVANT CORRESPONDENT 


`The hope of peace breaking out in the 
Gulf, which so many people in the west 
cling to, is still a mirage. Iraq is reluctant 
to stop its air attacks on tankers off Iran’s 
harg Island because they are beginning 

-- hurt. Iran will not lift the blockade 
which had prevented any ship from using 
Iraq’s ports for the past three years, 
because that is the ayatollahs’ one clear 
military ‘success. The Syrians, clumsily 
trying to pose as intermediaries because 
` they are just about the only Arab friends 
of Iran, have little chance of breaking the 
impasse. Result: stalemate as usual, 


_ death to tankers. 


The Islamic Conference Organisation 
can solve nothing, because its 90% Sunni 
membership will never be trusted by Shia 
Iran. The United Nations is no better at 
mediation: Iran says the UN, too, is 
partisan. Even if both sides did accept the 
UN’s Resolution 540, which calls for 
freedom of navigation for everybody in 
the Gulf, the land war would go on— 
perhaps even more ferociously, because 
both antagonists would buy more weap- 
ons from increased oil exports. 

Saudi Arabia is loth to back down from 
--3 support of Iraq, as the Iranians are 
demanding, because its claim to be a 
leader of the Arab world would then look 
foolish. Now that America has given the 
Saudis a batch of Stinger anti-aircraft 
missiles and lent them another aerial 
tanker to increase the range of their F-15 
fighters (see next story), it is even harder 
for the Saudis to draw back. But, while 
they do not wish to desert Iraq, neither do 
they want to be forced to fight Iran. 

So the Gulf states are trying to think up 
a military compromise. They say they will 
defend shipping only within 12 miles of 
their shores, under cover of missiles and 
fighter aircraft, and that ships will have to 
ply to and from their ports within this 
‘coast-hugging channel. The protection of 
all other vessels, they say, is up to that 
ghostly entity, the international commu- 
nity. But if Iraq continues to hit ships off 
_ Kharg Island, Iran will continue to hit 

ships using the ports of any friend of Iraq. 


The ka ATE goes on, and could get 
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worse if Iran were to strike at water 
desalination and electricity-supplying gas 
plants, which keep people alive on the 


‘Gulf’s Arab shore. But even the ayatol- 


lahs might shrink from using the weapons 
of thirst and hunger, because their fellow- 
Shias make up half of Bahrain’s popula- 
tion and a third of Kuwait’s. More to the 
point, such tactics would increase the 
chances of western intervention against 
Iran. 

If the aircraft-versus-tanker battle in 
the Gulf continues, it could hurt Iran 
more than the Gulf states which are 
paying for Iraq’s war, because 90% of 
Iran’s oil goes out through Kharg Island, 
whereas the Gulf states’ oil has a variety 
of exit points. Although Iran has $8 
billion in cash reserves, the war is costing 
it $1 billion a month. If the oil flow slows 
down, the Iranians would start feeling the 
pinch in about six months’ time. 

This is why Iran may start fighting the 
land war again in earnest any day now. 
Iraqis, like most Moslems, regard the 
Ramadan month, which this year began 
on June ist, as a time for truce. The 
ayatollahs see it as a time for zealots to 
fight on. If Iran sends the 500,000 men it 
is thought to have ready for a new offen- 
sive into an attack along the entire 600- 
mile front, Iraq could find it hard to hold 
the whole of the line. Its defences are 
good along the key sector in the south, 
near Basra, but the Iranians have to 
advance only about 10 miles to threaten 
one of the two main roads to Baghdad. If 
the Iranians cut that road, Iraq might not 
call off its attacks on shipping but it would 
be a large step closer to defeat. 


Now, if our allies 
would help . 


FROM OUR WASHINGTON CORRESPONDENT 


Confident assertions that the United 


States would act to keep the Gulf open’ 
for international shipping have grown - 


some fine print, well, yes, perhaps, if 


t 
` 3 


Neat 





Only 10 miles to go Pages = 
invited to do so, if bases are provided, 

and if some European allies help. In the - 
meantime, military aid is raining down on — 
Saudi Arabia, America’s most important 
ally in the region. 

The aid has three purposes: to demon- 
strate the depth and urgency of America’s — 
concern; to deter Iran from attacking — 
Saudi installations; and to bolster the 
Saudi regime’s domestic strength. It is 
questionable whether the new aid is really, ; 
necessary to help the Saudis protect a 
channel for tankers, as they wish to do, ee 
on their side of the Gulf. - x 

Over the long Memorial day weekend, _ 
the Reagan administration sold and des- _ 
patched to Saudi Arabia 400 Stinger anti- — 
aircraft missiles plus 200 shoulder-held 
launchers to fire them. The Stingers, : 
which have a range of three miles, are to - 
protect Saudi ports and oilfields; since 
they take only about a week to learn to S 
use, they can come into effect almost : 
immediately. ae 

Under the “national security” clauseof = 
the Arms Export Control Act, President = 
Reagan was able to send the Stingers at . ` 
once, without waiting the mandatory 90- | 
day period after notifying congress. The — a 
administration says it tried to tell con- = 
gressmen what it was doing, but most of 
them had gone home for the holiday 
weekend. When they returned oF May. : 


Ree a 
gate L 














FROM A SPECIAL CORRESPONDENT IN THE GUL 


| Saudi Arabia and its five 
Gulf Co-operation ` Council—Kuwait, 


` Oman, Qatar, Bahrain and. the United _ 


Arab Emirates—are only too willing to 
obey the ayatollahs’ latest injunction to 
stay out of the Iran-Iraq. war, Their 
-strongest hint of concerted action, since 


the war spilled over into the Gulf waters, 


came in their appeal to the United Na- 
tions security council on May 25th: it was 
; an allusion to a possible boycott of Iran. 
Until the previous week, Saudi Arabia 

and Kuwait were both ater their 


‘Island. ' 
“From mre 


nie 
“the Gulf 


g to maintain 
and unequal neutrality. In 
she ‘six. over-financed : and 


e was brushed off, A the 
uwaitis and abers have since 


Pady turned against a. the 
posed that the GCC should 
gy it stronger support; but the smaller 
insisted ‘on keeping. their. lines 
to Iran. 
siness ánd-family ties with Iran go 
n the Gulf states. Political rela- 
dt have at times been openly 
when the Shah claimed Bahrain 
province, or when he seized the 


0) “they s were “tacked with a fait accom- 
Mr Reagan will, however, have. to 
rgain with them if he is to let Saudi 

all the acme ies it wants. 


ra 


dussein grew angry at ae nig- 
ling, and the sale was called off). The 
sraelis argue, not unconvincingly, that 
he Saudis already have an excellent air 


bi mbers and the radar services of Ameri- 
wacs, carly-warning reconnaissance 


a i genuine emergency to obtain 
apons which they wanted anyhow but 
ii e been difficult to get 


partners inthe 


i ands of Abu Musa and two 
Tumbs at the mouth of the Gulf. But the 
small. Gulf states have always known 
that, whatever government is in power 
there, they still have to live with Iran. 

Saudi Arabia has traditionally looked 
inward, to its desert heartland and reli- 
gious sanctuaries. Contact with the out- 
side world. came, when necessary, 
through Jeddah on the west coast. The 
Gulf coast became interesting only as an 
oil-soaked sponge and the Gulf as the 
simplest way of sending oil to market. 
But now the GCC has helped to make 
the Saudis more aware of the Gulf’s 
Persian dimension. 


Blandishments 

Before 1980 Iraq made no effort to 
conceal its scorn for the monarchies of 
the Gulf. It openly backed the rebel 
groups that united under the name of the 
Popular Front for the Liberation of 
Oman and the Arab Gulf. Once the war 
began, Iraq assumed that most of its 
fellow Arabs would support it against 
Iran. Pan-Arabism or Iraqi nationalism 
worked with its own Shia population, 
which has resisted blandishments from 
across the Iranian border. For the Gulf 
states, however, Arab identity is not 
enough. 

Gulf Arabs are a breed apart from 
their cousins farther to the west and 
north. They are given to understatement 
and caution rather than bombast—which 
should make others listen more carefully 
when they do speak out. They are more 


grain of truth in all this—though the 
Stinger missile system is by no means 
irrelevant to the potential threat facing 
Saudi Arabia from Iran. 

A second decision taken over the week- 
end was to deploy:a fourth, and larger, 


` American air force tanker aircraft in 


Saudi Arabia. This will be used to refuel 
the patrolling Awacs and, probably, the 
Saudi F-i5s. Though this sounds innocu- 
ous enough, it is raising a lot of eyebrows. 
Military men. question the need for a 
fourth tanker. The KC-10, a tanker ver- 
sion of the DC-10, is bigger than the three 
KC-135s already deployed in Saudi Ara- 
bia, but the KC-135, a tanker version of 
the Boeing 707, was quite adequate for 
the job. Some also question the need for 
the F-15s to patrol in the air, since the 
Awacs should be able to give the Saudi air 
force good advance notice of an 


se to refuel patrol 


impact on most 
In the eh 


fighting. one e another rf 

their neighbours alone). 

clear that there was. litt 

Iraqi victory, the Gulf sta’ 

helping Iraq to hang on, 

avoid Iranian. hostility an pin, 

contest would end in an exhausted draw. 
Stricter internal security measures 

have given the Gulf states a little more 

confidence. In 1979 and sii all of them . 

ep Oman face 


convinced many Gulf Shias fi 
pleasanter on the Arab side of the Gulf, 
even under Sunni rule. The Gulf states 
have meanwhile tightened their Islamic 
rules to provide fewer toeholds for f 
damentalist attack. : 

In the days when they. were poo: 
states or desert sheikhdoms, 
Arabs survived: by diplomacy 
ning. These qualities would be app! 
seeking an accommodation with 
tollah-ridden Iran if it were to emerge’ | 
victorious from the war with Iraq: The 
Gulf states would like to stop that 
pening—but not at the price of goin to 
war themselves. : x 


ling F-15s, will this not expose its crews to 
combat danger? And, if so, what about — 
the War Powers Act, which says thi 
American servicemen should not remai 


` in war zones for more than 90 days unless. 


congress: votes.an extension 
department says that if the tank 
the F-15s they will do so- only 01 
territory, and that there is: i 
of any Americans being drawn in 
bat. The korty. remains. 


Ametican servicemen beco 
in a Middle East war. With e 





: Gary Hart, who rather shocked people, 
_ only the other day, when he reiterated on 


his Campaign trail that the Gulf was not a. 


particularly vital interest of the United 
States, -and that if America’s allies de- 
pended on it being kept open, they should 
be out front doing something about it. 
The feeling is strong that the United 
_ States should do nothing alone, and noth- 
ing in company unless it can be sure that 
any invitation to participate will not in the 
end turn sour. 

At the same time the administration 
craves, naturally, to restore America’s 
Lebanon-dented credibility. Contingency 
plans abound, with a certain amount of 
- gung-ho talk about taking out Iran’s an- 
cient air force. The Soviet Union is 
watched anxiously. Russia and America 
seem, temporarily, to be on a parallel 
course, but what are these new lethal 
weapons that Iraq has been boasting 
about? If Russia is rallying to the Arabs’ 
side, should America do less? There is 
fear of Iran’s apparent plans for another 
big push in the land war. 

If Iraq were really in trouble, all calcu- 
lations could change. For the moment, 
the United States butters up Saudi Ara- 
bia’s self-esteem, sends another aircraft 
carrier to the Arabian Sea and, quite 
sensibly, waits. 


Egypt 


A boring, | 
‘remarkable event 


FROM OUR CAIRO CORRESPONDENT 


The first semi-free Egyptian election for 
more than 30 years was a damp squib with 
a few firecrackers. The turnout on May 
27th was low, apathy high; Mr Mubarak’s 
ruling National Democratic party ran off 
with three quarters of the vote and 87% 
of the parliamentary seats; and the oppo- 
sition cried foul. All the same, it was a 
notable event for the Arab world. Only 


Tunisia, and perhaps Lebanon in the © 


good-and-bad old days, can claim to have 
offered Arab voters a wider range of 
candidates. The campaign was fairly 
open, the poll in the towns more or less 
orderly, the violence confined mostly to 
the countryside. 

The 448-seat parliament will now be 
pepped up by 57 opposition members, ‘all 
of them from the New Wafd party, which 
won 15% of the vote in alliance with the 
Moslem Brotherhood. Eight of the oppo- 
sition seats will be held by Moslem Broth- 
ers, and one by Mr Mubarak’s own Waf- 


dist brother, Sami. The other three 


Opposition parties—the Liberals (4% of 
the vote), the Socialist Labour party (6%) 
and the far-left Unionist Progressive par- 
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Still, Serageddin enjoyed the theatre 


ty—failed to reach the 8% threshold 
needed to qualify for seats. 

The Wafd’s leader, Mr Fuad Seraged- 
din, claimed the elections were “pure 
theatre . . . the least free for the past 60 
years”. His party says it will take some 
cases to court. The interior minister ad- 
mitted there were 88 “incidents” on poll- 
ing day, but shrugged them off as nothing 
more than the “quarrels and fights which 
usually take place in rural areas”. One 
Labour party candidate was shot dead. 

In the countryside the turnout was 
reported to be 60% but in the cities of 
Cairo, Giza and Alexandria fewer than a 
quarter of the registered voters bothered 
to vote. Only about half those eligible had 
registered, partly because many Egyp- 
tians assumed the election would be 
rigged as usual. The number of voters on 
the roll might have been higher had 
people predicted the Wafd revival or the 
relative fairness of the campaign. 

Mr Mubarak will be content. He may 
feel less beholden to the memory of 
Anwar Sadat, who appointed him vice- 
president. In the next few weeks, Mr 
Mubarak may weed out more Sadat cro- 
nies from the ruling party and make a 
small cabinet reshuffle. The new parlia- 
mentary opposition, mainly sober right- 
of-centrists, will be little threat. And for 
Once opposition will not be equated with 
treachery. That is rare in the Arab world. 


Israel 


A botch too far 


FROM OUR ISRAEL CORRESPONDENT 


Israel is heading for next month’s election 
under a thundercloud of troubled con- 
science and angry recrimination. On June 
17th the trial opens at the Jerusalem 
district court of 26 young, religious, well- 
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educated Israelis, most of them fathers of 
large families, some war heroes and serv- 
ing officers, who are accused of taking up — 
arms in defiance of constituted authority 
in order to form an anti-Arab terrorist 
group. Since it was established four years- 
ago, the group is alleged to have carried | 
out half-a-dozen major crimes, including 
the planting of the car-bombs that S 
maimed two West Bank mayors in 1980; _ 
last July’s machinegun and grenade at- 


tack at the Islamic University in Hebron, 


which killed three students and wounded 
33; the rigging of bombs on April 27th 
that could have blown up five crowded — 
Arab buses; and a plot to destroy the ~ 
Moslem shrines on Temple Mount. j 

Six of the accused are charged with 
premeditated murder, and 12 with at- 
tempted murder. All of them are said to 
have belonged to, or acted on behalf of, 


an organisation “whose aim was to con- _| 
duct acts of violence in order to take. re 


revenge on the Arab population and 
terrorise it”. The group formed itself- 


after six Jewish worshippers were mur- 


dered in Hebron in April, 1980. A month _ 


later two West Bank mayors, Mr Bassam — 


Shaka of Nablus and ple ca Khalaf of _ 
Ramallah, whom th 

fomenting the trouble, were crippled by 
bombs placed in their cars. 

The names of the accused have not 
been released, for fear of Arab reprisals 
against their families. All have signed 
confessions because, as one said, “we 
believed in what we did”. Pleas of guilty 


could bring down life sentences on them. 


Where Israeli politics comes in is that, 
in newspaper interviews, the leaders of 


the group have bitterly criticised Mr Ezer _ 


Weizman, who was minister of defence in 


the Begin government in the late 1970s, | 


The Begin government is accused‘of en- _ 


couraging Jewish settlement in the West z 
Bank but failing to protect the settlers or ys 
provide them with the means of self- 


defence. Those were the heady days of 

the Camp David agreement and plans for 
talks on Palestinian autonomy on the ~ 
West Bank. The accused Israelis claim 

that Mr Weizman failed to get tough with 
the anti-compromise Arabs who used 
violence to oppose these plans because he 
wanted Palestinians as partners in the 

West Bank negotiations. 

The argument circles over questions — 
that reach deep into the Israeli predica- 
ment. When does self-defence become - 
murder? Can vigilantism ever be justified — 


as necessary deterrence? How mùch of — p 
the responsibility lies with the policies of ~ 


Mr Begin’s government? Or does the true 


guilt belong to the Land-of-Israel move- >- 


ment’s messianic vision? “af 
The opposition Labour party looks like 

making such questions the centrepiece of — 

its election campaign. It argues that the — 


ase 





tlers accused of | 
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anti-Arab terrorist movement was made 
possible by the climate of feeling during 
the time of the Begin government (which, 
Labour adds, also led Israel into its first 
war for political ends, in Lebanon in 
1982). The present minister of science, 
Mr Yuval Neeman, of the ultra-national- 
ist Revival party, has been accused by 
Labour’s most yocal dove, Mr Yossi 
Sarid, of being! the terrorists’ arm in 
government, because he drew a distinc- 
‘tion between attacks against innocent 
people and the attacks on the West Bank 
mayors who, Mr Neeman said, had incit- 
ed Arabs to anti-Jewish violence. Mr 
Yitzhak Shamir, the prime minister, is 
trying to keep a cool distance from the 
business, saying that Jewish terrorism is 
merely a “deviation”. Whether the gov- 
ernment can stay detached from the other 
pre-election crisis of conscience is more 
doubtful. 

On May 28th a commission of inquiry 
under a retired major-general reported 
that two of the four Palestinians who 
hijacked an Israeli bus on April 12th 
survived the rescue operation and were 
killed after capture. They had been 
clubbed on the head and body during the 
Israeli army’s at on the bus, lest they 

` were preparing to detonate a bomb. But 
then “‘security forces personnel” led them 
off the bus for questioning about possible 
- booby-traps. One of the two died of a 
skull injury inflicted after his removal 
. from the bus; the other died some time 
` between the assault and being removed 
from the bus. The commission found no 
order which could have been construed as 
giving authority for killing after capture. 
. The Israeli defence minister, Mr 
‘Moshe Arens, and the chief of staff were 
-among the high-ups milling around the 
bus during its recapture. When did they 
` leave? After the commission’s report, Mr 
- Arens said they were gone from the scene 


- at the time when the hijacker is presumed 


to have been beaten to death. But a press 
photographer who snapped one of the 
hijackers being led off the bus reported 
that the defence minister was standing 
beside him at the time. The minister’s 
spokesman does not deny that Mr Arens 
_ was. there, but says he did not notice the 
condition of the man taken off the bus. 
Mr Arens has ordered the military 
police to investigate the unanswered 
questions. Army officers claim that the 
_- two surviving hijackers were handed over 
- to men of the General Security Service, 
` Shin Beth, “when they were still fit 
enough for questioning”. A senior army 
officer is. reported to be directly involved 
in the killing. There is a widespread 
feeling in Israel of one wretched lapse too 
many, a loosening of discipline and Self- 
discipline. It is a bad mood for -an 
election. 
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South Africa — 


A call on those 
polite Europeans 


A mixture of grim diplomacy and frothy 
public relations lies behind the first full- 
scale European tour in more than 20 
years by a South African prime minister. 
Mr P. W. Botha is dropping in on eight 
countries, three for serious talking: Por- 
tugal, where he was received by a rains- 
wept guard of honour on Tuesday; West 
Germany, which he gets to on June Sth; 
and Britain, where he lunches with Mrs 
Thatcher at Chequers on June 2nd. In 
image-conscious ‘France, he will be al- 
lowed only a token sortie because Mr 
Mitterrand does not want to shake the 
hand of apartheid. Switzerland, Belgium, 
Austria and maybe Italy make his itiner- 
ary pleasingly long. 

Portugal, for all its socialism, has been 
the least bashful of the European coun- 
tries towards Mr Botha. As the former 
colonial power, it knows Angola and 
Mozambique well, and they are the top 
prizes in Mr Botha’s game-plan for south- 
ern African detente. He has already 
pocketed Mozambique (see next story), 
and almost his first public words on 
arriving in Lisbon were to thank Portugal 
for its help over the peace treaty he 
signed with that country earlier this year. 

The Portuguese have been important 
go-betweens for South Africa and the 
American government, whose Africa vir- 
tuoso, Mr Chester Crocker, has been 
shuttling between Lisbon and Africa in 
the past few months. With American 
connivance, the Portuguese may also 
have been pushing the Angolan govern- 
ment to negotiate with Unita, the anti- 
government Angolan guerrilla group 
which threatens to spoil a regional peace 
package. 

West Germany matters to South Africa 


Portugal’s Soarer helps Botha into the world 


because of its big investment there, but 
also because Namibia, the, trickiest knot 


in the southern African tangle and the 


one the west is keenest to cut, was once a 
German colony. South Africa’s white 
intractables, to the right even of Mr 
Botha, have important friends in the 
West German establishment, among 
them Mr Franz Josef Strauss of the Chris- 
tian Social Union, the junior partner in 
the ruling coalition. But the ethnic-Ger- 
man section of Namibia’s. white commu- 
nity has fast been coming to terms with 
the prospect of a Namibian government 
run by black nationalists. 

Britain is probably the hardest problem 
on Mr Botha’s 11-day trip. The vinegar 
relations between Mr Botha’s Dutch-de- 
scended constituents and South Africans 
of British origin have their parallel in the 
sour diplomacy between the govern- 
ments, even when Britain’s Conservatives 
are in power. (The Boer flavour was pro- 
Argentine during the Falklands war.) Mr 
Botha wants Mrs Thatcher to be tough on 
the African National Congress, whose 
London office is probably its biggest after 
its Zambian secretariat. He also wants 
her to sell him maritime surveillance 
aircraft that could in fact be used to help 
quell revolts on land. Above all, he wants 
a public pat on the back for his internal 
reforms. Mrs Thatcher may give it, but 
probably with a tut-tut as well. 

Switzerland has long been a haven for 
middlemen making a monkey of sanc- 
tions against white. southern Africa— 
against Rhodesia of old, against South 
Africa today. Mr Botha will say a quiet 
thank you to the gnomes who have been 
buying enriched uranium and oil for 
South Africa. 

In France, Mr Botha will be restricted 
to a quick visit to the battlefield where a 
South African brigade was almost wiped 
out in the first world war. In the second 
world war Mr Botha and his political 
friends were not unfriendly to the Ger- 
man cause. 





Mozambique | 
What’s in it for us? 


FROM OUR SPECIAL CORRESPONDENT IN MAPUTO 


Two months after signing a non-aggres- 
sion treaty with South Africa, Mozam- 
bique is feeling aggrieved. It has expelled 
some 800 members. of South Africa’s 
black anti-apartheid movement, the Afri- 
can National Congress, reducing the 
ANC to a 10-man office in Maputo. But 
the South African-backed guerrillas of 
the Mozambique National Resistance 
have actually stepped up their activities 
since the Nkomati accord was signed on 
March 16th. The MNR has extended its 
Operations into two new provinces, Ma- 
puto in the south and Nampula in the 

rth, and is now threatening to isolate 

> city of Maputo itself. Only Cabo 
_ Delgado province, on the Tanzanian bor- 
der, is still untroubled. - 

There is no doubt that the Mozambican 
rebels are still being supplied and rein- 
forced from outside. Most officials in 
Maputo suspect freelance agents in South 
Africa. Some wonder whether elements 
‘in the South African armed forces are 
refusing to abandon their friends in the 
MNR. “We don’t suspect the South Afri- 
can government”, one senior official said, 
“but in setting up these bandidos South 
Africa created something it is now finding 
hard to control,” 

Mozambique’s reluctance to accuse 
South Africa of failing to live up to its side 
‘of the bargain reflects its fears. It is in dire 
straits economically and is looking to 
South Africa as its most likely source of 
relief. A new agreement, negotiated in 
March, for the supply to South Africa of 

>ctricity from the huge Cabora Bassa 

wer station on the Zambezi river will 
bring Mozambique an additional £11m a 
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year in hard currency. 

Now Mozambique is looking for other 
deals, and to get them it is prepared to set 
aside its distaste for apartheid and to 
bend its own Marxist-Leninist system. It 
is not only ready to invite South African 
companies to set up agro-industry pro- 
jects alongside its own state farms; it will 
even allow white Transvaal farmers to 
rent land in Mozambique. 

Maputo, which is the closest harbour to 
the heavily industrialised Witwatersrand 
region of South Africa, handled 7m tons 
of South African traffic a year in Portu- 
guese colonial times. With independence 
and the installing of the strongly anti- 
apartheid regime of President Samora 
Machel, South Africa began to reduce its 
use of Maputo. Last year Maputo trans- 
shipped only 1.1m tons of South African 
goods; black Africa’s biggest port was 
down to less than 30% of capacity. 

Mozambique is counting on the’“‘Nko- 
mati atmosphere” to restore the South 
African traffic through Maputo to pre- 
independence levels within two years. It 
is also hoping for further Nkomati fallout, 
such as a doubling of the number of 
Mozambicans working in South African 
gold and coal mines. South Africa used to 
employ 120,000 Mozambican miners; 
now there are only 40,000. After indepen- 
dence South Africa stopped an arrange- 
ment whereby 60% of the wages remitted 
by these miners was transferred to the 
Portuguese government in gold at the 
then official price of $42 an ounce. Portu- 
gal made big profits selling the gold at the 
much higher world price. Mozambique 
would like to see some form of advanta- 
geous remittance system reinstated. 

In the old days 500,000 South Africans 
used to flock to Mozambique’s Indian 
Ocean resorts every year, bringing in £7m 
a year. Mozambique wants to revive its 
tourist industry but this will depend on 
eliminating the guerrillas and will require 
a lot of refurbishing of run-down facili- 
ties, from dockside cranes to holiday 
hotels. Already Afrikaans can be heard 
mingling with Russian in the lobbies of 
Maputo’s Polana hotel, as contracting 
companies send in their survey teams. 

Mozambique is expecting a lot from its 
apartheid neighbour. Too much? 


Argentina 


Isabelita lives 
FROM OUR ARGENTINA CORRESPONDENT 


Argentina is still the land of the improba- 
ble. Ten years ago, Vice-President Maria 
Estela (“Isabelita”) Peron, a former 
night-club dancer, inherited the presiden- 
cy from her late husband, Juan Domingo 


Peron, and held it for two chaotic years 


ri 
Now work harder, like me 


until she was ousted in a military coup. 
Since 1981, she has lived in Madrid, 
removed from political life and devoted ` 
to daily Catholic masses and the easy life 
of a well-heeled exile. On May 20th, she 
returned to Argentina and promptly be- ~ 
came a power broker in the opposition 
Peronist party and its representative in 
dealings with President Raul Alfonsin. 
She may give Mr Alfonsin some. vital 
help. 

Mrs Peron’s influence is so pervasive 
that she is known simply as “La Señora”. 
The only source of her power is the name 
of Peron. As the third and only surviving 
wife of Argentina’s one-time leader, she 
is the official fount of the Peron mystique. 
When party militants chant “Peron 
lives!”’, they look to her. 

It has been easy for her to move to 
centre-stage, because the Peronist party 
failed to establish itself as a coherent 
political force in the presidential election 
last October and has been divided ever 
since. President Alfonsin needs her help 
because he seeks a national consensus to 
deal with the country’s economic crisis. 
Reducing 500% inflation and- servicing 
Argentina’s $44 billion foreign debt will 
require painful sacrifices and Mr Alfonsin 
believes that “La Señora” is the only 
Peronist leader capable of persuading the 
opposition to accept them. K. 

So far, Mrs Peron has given her full 
support to the government’s call for na- — 
tional unity. This week labour ministry 


officials and leaders of the Peronist-con-  ~ 
trolled trade union organisation were ne- ~- 
gotiating what may turn into a “social ~ 
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conaniad in oe to offer 
‘acceptable alternative to the 


, among Mr Alforisin’s Radicals 

happy about his display of pragma- 

tism in’ dealing with: “Le °? Most 

- Radicals, however, t t is a small 

price to pay to get the country back on its 
et. ROVE erica, OPE ors 


a projected visit to his homeland 
ear and has ruled out any perma- 


nich had been trying to lure him back, 
now hung a traitor’s label on the 56th 
carnation of. the Compassionate 


ngly ech a towards the 
Ae ae whom most Tibetans still 


sited Tibet in 1980 and apologised 
e local people for decades of misrule, 


are ill eracy and the neat-obliteration 
of B uddhism. After Mr Hu’s visit, and the 


icies ‘for Tibet, the Dalai Lama | 


Tibet which 


sech and. travel, and an entourage of 
journalists who would be a guarantee of 
is personal safety. In the end the Chi- 
may well have feared. that the reap- 


“put the Knife in in. 
` greatest mistake”, declared Mr Yin, “i 


“The Dalai Jamas 


treason. If the Dalai Lama wants'to come 
back, he will-have to reform.” 

The Dalai Lama’s treason seems to 
have consisted of pointing out Chinese 
mistakes in Tibet before the Chinese were 
ready to admit them. Last month the 
Chinese published a strongly self-critical 
speech by the same Mr Yin, acknowledg- 
ing that little has changed in: Tibet in the 
four years since Hu Yaobang called for 
sweeping reforms. Tibet is still treated 
like a conquered country. 

Religion, Mf Yin conceded, is still the 
key to everything. All but a handful of 
Tibet’s 2,500° monasteries and temples 
were wrecked by Red Guards between 
1966 and 1976 and many lamas and nuns 
were killed, humiliated or secularised. 
The party has now ordered the immediate 
rebuilding of 200 temples, including the 
vast Ganden complex near Lhasa which 
looks as if it had been levelled by air 
strikes. 

Mr Yin also promised that Tibet will 
get its culture back. All officials under 50, 
many of whom are Han Chinese, are to 
be compelled to learn the Tibetan lan- 
guage and no attempt will be made to 
force Han values on the country. Schools 
are also to start teaching Tibetan (a 
revelation that they were not. already 
doing so, as the Chinese have claimed). 
Since Tibet is China’s poorest province by 
far, the party is also belatedly making its 
development a high priority. 

Since 1959, when the Dalai Lama fled 
into Indian exile, Tibet has been one of 
China’s worst public-relations problems. 
The Chinese know that their assurances 
of autonomy to Hongkong and Taiwan 
are greeted with scepticism partly be- 
cause of the betrayal of similar promises 
in Tibet. “If we do a good job in Tibet”, 
said Peking’s man in Lhasa, “it will have 
an important political influence on Tai- 
wan, Hongkong, south-east Asia, and 
even the whole world.” Indeed. But can 
China really have learned the lesson of 


Tibet if it is charging its living god with- 


treason? 


North Korea and Russia 


Stranger on a train. 


With a single bound, Kim was stuck 


ly driven by his minister of trans 
was the North Korean leader 


star treatment, appropriate to 
nist brother i in the process. of tilt 


Peking. President Chernenko evi i 
aged a speech in honour, of his. 


Russians promised to do for Mr | l 
presence of a bevy of North. Kore. 
generals in the Kim party made it clear 
that the- Koreans were asking f ; 
aid. The absence of Mr 
heir, Kim Jong Il, made i 
that the Russians would not b 
ognition on the Kim succession th 
Mr Kim also failed to 
endorsement of his proposals fe 
tite talks with South Korea: 


talks with no outside Pp 
whereas the Chinese have's 
Kim pan. : Kim’s visit has 
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How odd of God to choose 


the cruise 


FROMA SPECIAL CORRESPONDENT IN THE HAGUE 


Despite vigorous prodding from its Nato 
partners to stand firm on the deployment 
of cruise missiles, Holland is still not 
about to give a flat “yes” or “no” to all 48 
missiles—its share of Nato’s new nuclear 

pons in western Europe. Either an- 
-swer would split the cabinet and almost 
certainly bring down the centre-right co- 
alition government of Mr Ruud Lubbers, 
the prime minister and leader of the 
Christian Democrats. 

His own party is divided. A majority in 
it supports cruise deployment. But about 
a dozen Christian Democrats, including 
the defence minister, Mr Jacob De Rui- 
ter, are against. Their defection would be 
enough to rob the government of its slim 
majority in the 150-member lower house 
of parliament. That would bring on the 
third election in three years. The likely 
result? A return to power of the anti- 
cruise Labour party. 

The Liberals, the other party in the 
present coalition, are strongly for cruise 
deployment. If the Christian Democrats 
insisted on outright rejection, the Liber- 
als-would leave the government. That, 

would force a new election. Mr 


ges 








Lubbers looks for loopholes . . .. 
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Lubbers knows that his party has been 
slipping in the opinion polls to the benefit 
of the Labour party and, to a lesser 
extent, the Liberals. 

Robust though Mr Lubbers himself has 
been on economic matters since he be- 
came prime minister, his party is a frail 
creature. Less than 10 years old, it was 
formed from the Catholic People’s party 
and the parties linked with Holland’s two 
main Protestant churches—the Christian 
Historical Union (CHU) and the Anti- 
Revolutionary party (ARP), contrary to 
its name the less conservative of the pair. 
Most followers of the old CHU support 
deployment. But members of the ARP 
wing of the Christian Democrats are 
against, with a moral fervour encouraged 
by their church. 

Mr Lubbers, a Catholic, favours de- 
ployment but realises that it must be 
bargained for. So he has been casting 
about for a compromise that the two 
government parties, the parliament and 
his Nato allies can accept. Most ministers 
are tired of the dispute and want to get it 
over with. The cruise debate has over- 
shadowed Dutch, politics since 1979, 
when Nato took the two-track decision to 
begin deployments in 1983 if arms-control 
talks with the Russians had produced no 
result by then. Unlike its four partners in 
the project, Holland in 1979 made no 
final commitment to deploy failing an 
arms control agreement. 

It is now under pressure from its allies 
to delay no longer. According to the Nato 
schedule, 48 cruise missiles are to be 
delivered to Holland before the end of 
1986. To meet that deadline, construction 
of bunkers for the missiles would have to 
begin this autumn. So the cabinet has 
been aiming to present parliament with a 
formula by the middle of the month. 

The cabinet met on May 25th for its 
first full discussion of how to get out of 
the box. No final decision was taken. But 


. the broad lines of a possible deal became 
clear in the next few days. The foreign. 
gsn, Mr Hans Van Den Broek, a 


hristian Democrat who favours deploy- 
ment, was expecting to talk these over 








with Mr George Shultz, the American 


secretary of state, during the Nato minis- 


terial meeting on May 29th-31st. 

One far-fetched idea has already been 
dropped. This was the so-called “crisis 
scenario”. None of the Christian Demo- 
crats is eager to claim parentage of that 
curious suggestion any more. But the 
prime minister himself gave it tentative, 
and tactical, approval, on condition that 
Holland’s Nato allies would agree. Ac- 
cording to the “crisis scenario”, cruise 
bases would have been built in Holland, 
as planned. But the missiles themselves 
would be stored elsewhere, and moved to 


Holland only in moments of serious east- , ` 


west tension. 
The proposal did not assuage the anti- 


nuclear movement, which wants to keep — 


cruise missiles out of western Europe 
altogether. Moving missiles gnto Holland 
at times of crisis would e risked in- 
creasing tensions. And, rather like Ber- 
trand Russell, who thought it immoral 
during the first world war to hold arma- 
ments shares and so gave his away to the 
impoverished T. S. Eliot, Holland would 
have had to oblige a neighbour, probably 
Belgium, to store missiles not supposed to 
be deployed on its own soil. Nobody was 
surprised, least of all Mr Lubbers, when 
Nato rejected the “crisis scenario”. 


Instead, the cabinet has been looking at a 
an even more complicated three-part 


compromise. First, Holland would begin 
construction of missile sites, while delay- 





... that Van Den Broek can slip through- 
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ing actual deriden of cruise missiles 
until after the 1986 deadline. The full 
Nato deployment of 572 cruise and Per- 
shing-2' missiles is not to be completed 
until 1988. So Holland could win itself at 
least an extra year. Second, the pace and 
scale of deployment would be linked to 
the resumption of arms control talks with 
the Russians. 

This linkage with arms control is bound 
to be loose. One proposal, which appears 
to turn the Nato two-track decision up- 
side-down, is this: Holland would delay 
deployment until agreement with the 
Russians on limiting medium-range nu- 
clear weapons in Europe was reached, or 
at least in sight. Once that goal is 
reached, it is argued, Holland should not 
shirk taking its share of the missiles 
(blessed by an arms control deal, and 
perhaps even quickly to be removed). 

A third element is the reduction of 
some of Holland’s other nuclear tasks in 
‘Nato. American nuclear bombs are al- 
ready stored in Holland for use by a 
variety of Dutch forces. The difficulty 


*Eurocommunism 
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here is that Nato has just decided that two 
of these—nuclear land-mines and the 
Nike missile—are out of date. Giving 
these up would be offering an empty bag. 
Nato has also just concluded that two 
others—both artillery weapons—are of 
military value and should be kept. As 
counters to bargain against the cruise, 
that leaves Holland’s F-16 fighter-bomb- 
ers, which sit ready at their bases with 
Americans ready to arm their nuclear 
weapons, and nuclear depth charges. 

Talks were continuing this week. The 
Christian Democrats were hopeful of 
reaching a compromise. But one of their 
parliamentary leaders, who favours de- 
ployment, thought there were still plenty 
of difficulties. Pro-deployment politicians 
in The Hague believe that the attack on 
Mr De Ruiter by Mr Joseph Luns, the 
secretary-general of Nato who is handing 
over to Lord Carrington, hurt their cause. 
But they agree with Mr Luns that a delay 
in building missile sites this October 
would be a victory for Holland’s anti- 
nuclear movement. 


eee Sony E E E N T ES 
Wave of the future that went splash 


FROM A CORRESPONDENT IN PARIS 


A new blow has been dealt to the Rus- 
sians’ remaining hopes of recovering their 
hold on the communist parties of western 
Europe. On May 26th the Finnish Com- 
munists evicted all the pro-Soviet hard- 
liners from their central committee; they 
transferred the party chairmanship from 
Mr Jouko Kajanoja, who had become the 
Soviet Union’s favourite, to Mr Arvo 


` Aalto, its bête noire; and they gave Mr 


Aalto’s former post as secretary-general 
to another “reformist”, Mr Aarno Aita- 
murto. This was open defiance of the 
stern warnings that a fraternal Soviet 
delegation had just conveyed to the Finn- 
ish party’s congress. 

But how goes it elsewhere—and partic- 
ularly in southern Europe—with the 


Eyes back, Cunhal... 
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“Eurocommunist” moderation that was 
hailed in the mid-1970s as the pattern for 
the future? In seven lean years the con- 
cept has almost vanished. Each of the five 
main communist parties in southern Eu- 
rope (including France in that region) is 
now going its own way. 

The French party is the only one that 
has a share in a government. How long 
President Mitterrand will let it support 
protesting strikers while retaining its four 
ministerial posts is an open question. The 
Communists’ leaders are themselves di- 
vided. Some argue that a fresh split with 
the Socialists would be suicidal. Others 
think it would be wise to revert to opposi- 
tion during a period of austerity and high 
unemployment. The latter are entitled to 


eyes front, Aalto and iglesias . . . 


point out that, in other European coun- 
tries, communist parties which refuse to 
compromise have been doing better (or 
less badly) than the reformist ones. 

Thus, of .Greece’s two communist par- 
ties, it was the pro-Soviet one that 
crushed its rival in the 1981 election and 
got more than 12% of the total vote. 
Portugal’s faithful Stalinist, Mr Alvaro 
Cunhal, has seen his party recover its 
strength. It can now get nearly a fifth of 
the vote—whereas the French party, 
which was getting more than a fifth before 
Mr Mitterrand’s victory, now hovers 
around 15%; and the Spanish party, with 
less than 5%, no longer matters as an 
electoral force. 

In Spain the pro-Soviet faction broke 
away last December and has since formed 
a splinter party led by Mr Ignacio Gallego 
and officially blessed by Moscow. But ` 
main Communist party had not bı 
reformist enough to satisfy the renova- 
dores who were expelled two years earli- 
er. Mr Santiago Carrillo, combining a 
moderate policy with a dictatorial leader- 
ship, seemed to have managed to lose on 
both the swings and the roundabouts. His 
party’s plight has not been eased by his 
handover to Mr Gerardo Iglesias. 

However, the true test for Eurocom- 
munism rests on the performance of the 
one Communist party that has consistent- 
ly followed this line—and is, moreover, 
the only one in western Europe that still 
dominates the left. The congress the 
Italian party held in March last year, 
under the leadership of Mr Enrico Berlin- 
guer, was aptly nicknamed the congress 
of the strappo—that is, of the break with 
the Soviet Union. 

Yet for the Italian party, too, the past 
decade has been a period of strains, shifts 
and setbacks. During the upheavals of 
1970s it sought a “historical compromi 
with the apparently always-ruling Chris- 
tian Democrats. It won a half-in-half-out 
place in the governing coalition (without 
actually joining the government). The 
price it paid for this proved too high. 
When its formerly steady electoral ad- 
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eyes forward, Berlinguer? 
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‘uropean pattern, with the 
‘ed to a minor role. 
en Mr Craxi tried to 


“to achieve “social : 


ir consent. „But: this; 


es of Eurocommunism are 
n retrospect. The break with 
owever traumatic, was bound, 
ly a first step. When most of 
rope’s Communists decided 


to be put in its Pie: and the 

munists have failed to find an 
ing redefinition of their goal. 

ey had been obliged to revise ortho- 


world, the swift rise in vey 
s, and the resulting change of 
Infortunately for them, their con- 


on that followed the second oil 
they could offer their supporters no 
convincing solution. 
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p rushing to offer himself as.a 


not t quite yet, the aed of 
armany’s Free Democrats. This 
rty of the centre has learned to live 
s, scrambling | from one coalition 


was infely reminded a 
` half ago when he supervised 


itch of allis 


Genscher drops the scales 


party political contributions, The party is 
low in opinion polls and could lose its 
seats in the European parliament at the 
election on June 17th. Mr Genscher’s 
capacity for compromise and manoeuvre 
well suited the Free Democrats’ job of 
balancing the extremes of its bigger coali- 
tion partner. But the skills of an operator 
were less useful for holding together the 
party itself, which is divided between a 
right wing committed to free-market eco- 
nomics.and a left wing more interested in 
civil rights. f 

All this has discouraged Mr Genscher, 
who intends to leave his party post 
{though not the job of foreign minister) in 
two years time. There looked like being 
no serious challengers to Mr Genscher’s 
re-election as party chairman at the party 
congress on June Ist-3rd. But his an- 
nouncement has set off a desultory race 
for the eventual succession. 

Most of the party's leaders are unwill- 
ing, or unsuitable, to replace him. The 
Free Democrats’ parliamentary leader, 
Mr Wolfgang Mischnick, has shown no 
interest in the party chairmanship. Mrs 


Hildegard Hamm-Briicher is more inter- 


sted in party principle than in party 
ment. The economics: minister, 


fiv years, to the 


them sha to the rank and 
aware of the need for:<a 
Genscher has called for ade 

younger generation. H 


secretary, the Free Democr 
instead to choose Mr Helm 

a Bundestag deputy and apo 
“young manager’ " mould. Mr H 


be the man in the Free Democrats’ fu- 
ture—assuming they have one? - 


East Germany 


All hands across 
the Wall | 


FROM OUR BONN CORRESPONDENT 


East Germany wants to go on m ing 
to West Germany—regardless of | 
scepticism in the west and appar 
proval from Moscow. At the Ea 
man communist party’s central ¢ 
tee meeting on May 24th, Mr. 
Haber, the senior official respon 


ed to full politburo members! 

came one of the powerful central c 

tee secretaries. Two. other. me) 1M 
Werner Se Me weak 


were also promoted to the seer 
East.Germany badly needs 


tionship \ with the other Germai 

a major motive in its search fo: 
relations, By contrast, Mr Paul Verne 
the head of internal security, who wi 
cool towards the idea, chas resigned r 


Verner (who has indeed been i 
time) apparently passes 
ities for security over to. 


Honecker's wooing « of West 
Rane the Russian I 


its HAE revival f “revanck 
hope of recovering what. it-los 
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-EUROPE 
and earlier this spring the party daily, 
Neues Deutschland, implicitly rejected 
Czech and Soviet warnings against devi- 
ant foreign policies. 

The opening Czech blast had come in a 
long article in Prague’s party paper, Rude 
Pravo. It criticised unnamed allies for 
pursuing independent foreign policies 
and for putting their own national inter- 
ests before their obligations to the com- 
munist world as a whole. The targets were 
obviously Hungary, Rumania and East 
Germany. 

, The Hungarians were quick to re- 
= spond, printing interviews in which the 
party leader, Mr Janos Kadar, and the 
party secretary for foreign affairs, Mr 
Matyas Szuros, defended their country’s 
policies. The Russians joined in the offen- 
sive by printing a shortened and slightly 
softened version of the Czech attack. But 
Neues Deutschland carried only the Hun- 
garian rebuttals. 

The East Germans have also lifted the 
police siege of the West German mission 
in East Berlin, which was imposed to 
discourage seekers of political asylum. 
The East German police can afford to 
stop harassigg, would-be emigrants. A 
new ideological crackdown has been an- 
nounced, some dozens of peace activists 
have been arrested, and the January- 
through-April exodus of 23,000 discon- 
tented East Germans has again been 
dammed up. The question now is whether 
West Germany is getting as much out of 
the special relationship as East Germany 
hopes to get out of it. 


Soviet Union 


The injured pride 
of Andrei Gromyko 


Most of the foreign dignitaries who have 
passed through the Kremlin’s ceremonial 
halls in recent weeks have paid more 
attention to President Konstantin Cher- 
nenko’s breathing difficulties than to the 
unsmiling figure at his elbow. But when 
the handshaking is over the man they do 
business with is not Mr Chernenko; it is 

` the Soviet Union’s foreign minister of 27 
years’ standing, Mr Andrei Gromyko. 
Once the epitome of the self-effacing civil 
servant, Mr Gromyko has emerged as the 
Soviet Union’s front to the world. 

The message high-level visitors have 
brought back from Moscow is that Mr 
Gromyko is angry. His language, seldom 
rounded or expansive, varies between the 
coldly correct and the faintly insulting. 
Whether or not he is in full command of 
Soviet foreign policy, as some Kremlin- 
watchers would have it, his public mood 
these days matches what many official 


26 


Smartthen... 


Russians feel—and for many of the same 
reasons. 

Few diplomats, east or west, have Mr 
Gromyko’s depth of experience: at the 
age of 74, he has dealt with half a dozen 
American secretaries of state and count- 
less west European foreign ministers; he 
has served as chief diplomat to four of the 
six Russian leaders since the October 
revolution. He is one of the few senior 
officials still in office who can remember 
the Yalta conference in 1945 at first hand. 
Before becoming foreign minister, in 
1957, he was the Russian ambassador in 
Washington, in London and at the United 
Nations, where he dutifully cast 26 Rus- 
sian vetoes and got the nickname “Mr 
Nyet”. 

Mr Gromyko was never one for the 
affable smile, but he was once less frozen- 
faced. When he chooses he can be funny. 
Asked a few years. ago by a western 
visitor about unexplained changes in the 
ruling politburo, he replied: “You know 
how it is around here—a bit like the 
Bermuda triangle. Every now and then 
one of us disappears”. Yet even in the 
days of detente Mr Gromyko was more 
coolly calculating than the more emotion- 
al Leonid Brezhnev. 

In defence of Russian interests Mr 
Gromyko is undoctrinaire, although the 
realism he brought to world affairs was 
always combined with a deep suspicion of 
the ‘west and its system of government 
which he inherited from Molotov, his 
former boss and mentor. What Mr Gro- 
myko sought from detente above all was 
respect for the Soviet Union as the 
world’s other (and not merely its second) 


“superpower. 


Unfortunately for Mr Gromyko, he has 
stayed in his job long enough to see the 
fruits of his work go sour. The failure of 


smarting now 


detente was probably not wholly a sur- 
prise to him. His feel for the west pre- 
pared him far better than his politburo 
colleagues for the western reaction to the 
Russian invasion of Afghanistan. Yet he 
does not seem to have fully expected the 
Reagan administration’s rearmament 
drive or its refusal to treat Russia with the 
respect its leaders think it deserves. These 
two affronts to Russian pride cannot be 
separated. The Soviet Union has always 
treated military prowess as a yardstick of 
its standing in the world. 

Mr Gromyko sees the change in Wash- 
ington as both a personal and a profes- 
sional insult. During the row over the 
shooting down of the South Korean air- 
liner last September, when Soviet airlin- 
ers were banned from landing by the 
states of New York and New Jersey, 
Gromyko cancelled a visit to the Uniqa 
Nations rather than travel by military 
aircraft to a military airfield: a Soviet 
foreign minister arrives by the front door, 
or not at all. 

His mood is important because of his 
influence in the Kremlin. Since 1973, 
when he was promoted to the politburo, 
Mr Gromyko has helped to make, not 
just to carry out, Russian foreign policy. 
As the powers of his generation—Kosy- 
gin, Suslov, Brezhnev, Andropov—have 
passed on, his influence has steadily 
grown. 

Under Andropov, whom he respected, 
Mr Gromyko at first appeared content to 
carry on as right-hand man. But early last 
year, as Andropov sickened, he added 
the ‘post of deputy prime minister to his 
long list of titles. He stepped nimbly in fo 
the absent Andropov to hahdle, or mis 
handle, the row over missiles in Europe 
Mr Gromyko has moved even closer tc 
centre-stage with the succession of Mı 
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TATE & LYLE PLC 
ATED INTERIM RESULTS 
1984 1983 | 
26 WEEKS 268 WEEKS 
TO SL MARCH TO 26 MARCH 
£27.0m £21.1m 
Interim dividend per 
1 ordinary share 


1 Earnings per £1 | 
` ordinary share 23.2p 19.6p | 


| The Chairman, Robert Haslam, reports: 


| = Profits before taxation £270 million compared 
|} with £21.1 million in first half of last year. | 


* Underlying pre-tax profits from Group's normal | 
operations very strong, reaching £37.4 million 
before special provision of £10.4 million to 
cover possible non-recurring losses in 
international sugar trading. 

-Æ Sugar refining in UK. maintained solid level 
of profits. 


* Molasses businesses made good start with l 
profits substantially ahead of last year’s figures. | 
* Redpath Industries in Canada had successful 
first half with high profit performance in 
sugar operations and construction materials. 
Pa %* Refined Sugars in USA. performed well. 
| Æ Decision to increase interim dividend by 2.0p 
to6.5p reflects underlying profits from ongoing | 
operations, the Board's confidence in the future, | 
and improves balance between interim and 
final payments. 











[cian 








The above figures do not constitute full fit 
_ Copies of the Interim: Report for the 26. 
< 1984 are bei ha 
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tc the attempt to negotiate 
corner the Soviet Union 
Provided, that is, he feels 




















































Mr m Pujol, as he was 9 sworn in 
for a second term by the regional 


ere was plenty to shout about. Dur- 
g the previous week, the public prose- 
r had charged Mr Pujol and 24 other 
ple with having illegally diverted 
rly £100m while. running the Banca 
ana in the mid-1970s. Since the 
nomy statute requires that the presi- 
t of the Catalan administration should 
ried by a Catalan higher court—which 
as not yet.been set up—judges in Barce- 
na have refused to take up the case and 
public prosecutor was obliged to turn 
» the supreme court in Madrid. 

‘Founded in the early 1960s by Mr 
ijol, the Banca Catalana ran into finan- 
cial difficulties as a result of over-expan- 
on and misguided investments. Since 
32 the Bank of Spain and a pool of 
vanish ‘banks have mounted an expen- 
ve rescue’ of the bank, which, is now 
yntrólled by the Banco de Vizcaya. It is 
leged that misused money provided pre- 
iums to entice customers, a common 
ractice in the past of many Spanish banks. 
r Pujol’s defenders believe that the 
estigators showed more zeal in pursu- 
ig the directors of the ‘Banca Catalana 
f officials of hess “banks and state- 




































n the impact “of hi 
‘the: regional election on A 


| a If his h 


: he lient ‘Mr Le Pen is becoming a 
teckon wit 


- Le Pen and his men do that well on 


Socialists, who have peace their ap = i A 
port for Mr Pujol. The Catalan branch of wot 
~“ the Socialist party was severely weakened 


in the April election. Now the Pujol affair 
threatens to widen the division between 
those loyal to the national party and those 
calling for a more independent and more 
regionalist party. Some other regional 
administrations have also voiced support 
for Mr Pujol. 

The quarrel between Catalonia and the 
central government in Madrid will last at 
least until the case against Mr Pujol is 
closed—perhaps several months from 
now, if the charges are pressed. Catalan 
politicians are warning their counterparts 
in Madrid not to rely too much on Cata- 
lans’ seny (common sense) and to. look 
out for their rauxa (anger). 


D-Day 
Cold-shouldered 


FROM OUR PARIS CORRESPONDENT 





Present friendship will not override past 
enmity on the 40th anniversary of the 
D-Day landings in Normandy on June 
6th. After a week of confusion over 
whether Mr Helmut Kohl of West Ger- 
many wanted to attend the ceremonies 


-rial ‘ceremony ‘on the 

















battlefield at Verdun, A 
still too close to allow C 


“The question of Mr Kohl 
trip was unavoidable becaus 
nies there come immediately b 
London summit of the world’s seven mai 
non-communist nations, which Mr Kohl 
will attend. Mr Kohl denied that. a 
sought an invitation, but there were per- Oe 
sistent reports that feelers had been put- 
out through intermediaries. French offi- 
cials said the Americans came out stro 
ly against Mr Kohl’s presence 
dy. American officials b 
among French ex-serviceme! 
The contrast between past . 
was underlined by the main re 
Franco-German meeting at R 
It was agreed to go ahead wi foes 
construction of an anti-tank helicopter 
and to study the idea of building military 
observation satellites, as suggested by Mr 
Mitterrand in February. It. was also © 
agreed to abolish frontier formalities for | 
private citizens crossing between the two 
countries. A small step for European í co~. 
operation, but no way for Mr Kohl to get 
to Normandy. 




























EUROPEAN ELECTIONS 





Le Pen is mightier th anche a 


FROM OUR PARIS CORRESPONDENT 


France’s mournful European election 
campaign is proving a godsend to -the 
eternal outsider of French polities,. Mr 
Jean-Marie Le Pen, leader of the far-right 
National Front party. While orthodox 
conservatives struggle to present a façade 


of unity behind Mrs Simone Veil, and the. 


left seeks to avoid being overwhelmed by 
the government s unpopularity, the ebul 





e it or not. 





Strasbourg. 
Mr Le Pen’s: appeal has 





A victory in LePen's grasp? 


into a second Lebanon. He has just 
published a book whose title makes his 
main point: “Les Français d'abord” (The 
French first). 

His arguments hardly stand up to ex- 
amination. He talks about immigrants as 
if they were all Arabs and Africans. Some 
2m of the 3.5m immigrants registered by 
the interior ministry come from Europe. 
National Front posters play up the equa- 
tion between France’s 2m immigrant 
workers and its 2.3m unemployed. They 
do not say that the immigrants do many 
jobs that the French spurn and that they 
. have also been hit by unemployment. 

Reasoned argument is not Mr Le Pen’s 
forte. But he can sometimes enthrall an 
audience. He has a knack for the unex- 
pected gesture (in a recent television 
: interview he dumbfounded his question- 

ers by calling for one minute’s silence in 
memory of the victims of Russian gulags) 
and for the glancing allusion (he com- 
plains, with a leer, that he cannot criticise 
Mrs Veil, because she is Jewish). 

At 55, Mr Le Pen has been waiting a 
long time for his moment. A former law 
student and paratrooper, he became 
France’s youngest member of parliament 
when he was elected in the 1956 Poujadist 
wave of populism. Two years later he lost 

“an eye in a street battle and took to 
wearing a black patch, which he has now 
given up. He lost his parliamentary seat in 
1962, and founded the National Front in 
1972. Until last year, its support was 
minimal. 

Opposition leaders say they would 
shun Mr Le Pen, but their supporters may 
not be so sure. One opinion poll indicates 
that 47% of thesupporters of Mr Jacques 
Chirac’s party would accept an electoral 
deal with Mr Le Pen. 
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| Benelux 


Three of a kind 


FROM OUR BRUSSELS CORRESPONDENT 


The European community is not an issue 
in the European elections in Belgium, 
Holland or Luxembourg. All the main 
parties are strongly committed to EEC 
membership and they all believe in ex- 
tending the powers of the European com- 
munity. There is therefore no temptation 
for candidates to try to score points by 
questioning their opponents’ attachment 
to the EEC. 

As elsewhere, the campaign in both 
Holland and Belgium is focused on do- 
mestic issues. Socialist opposition parties 
in both countries are attacking centre- 
right coalition governments for their aus- 
terity programmes and for their failure to 
deal with rising unemployment. Accord- 
ing to the latest opinion polls, the Social- 
ists are likely to win seats. But the Liber- 
als, who are the more right-wing elements 
in both coalitions, are also expected to do 
well. The losers will probably be the more 
moderate coalition partners—the Social 
Christians in Belgium and the Christian 
Democrats in Holland. 

In Belgium the issue of language is, as 
ever, a complication. The French-lan- 
guage parties could be in trouble. The 
Socialists—or at least the French-speak- 
ing ones—have added to their list the fire- 
eating Walloon mayor of the Fourons, 
not previously known for his left-wing 
views. This act of opportunism has de- 
prived the French-language parties of a 
probable vote-winner. By contrast, the 
Flemish-language party, the Volksunie, 
could well add an extra seat to the one it 
currently holds. Members of one or per- 
haps two of Belgium’s ecology parties are 
also likely to get seats. 

In Holland, the fortunes of the smaller 
parties look rather different. The pro- 
environment Greens are liable to divide 
their support between two competing lists 
and so fail to win representation. The 
misleadingly named Centre party—a 


right-wing racialist group which has done . 


well in Dutch local elections—is unlikely 
to get in. 

Since the most nervous-making issue 
for the Dutch government is the cruise 
missile dispute, it is lucky for the prime 
minister, Mr Ruud Lubbers, that the 
Labour party list is headed by Mr Piet 
Dankert, the speaker of the European 
parliament. Mr Dankert does not want to 
exploit the missile question and, so far at 
least, the election campaign has been a 
low-key affair. But, with another two 
weeks to go, it is too early for Mr Lubbers 
to relax. 


In Luxembourg, the European elec- 


L 


EUROPE 


tions, are being overshadowed by the E 


general election on the same day. This is 


the first election in a/generation not — 
dominated by Mr Pierre Werner (Social 
Christian) and Mr Gaston Thorn (Liber- | 
al). The main question in the European — 
election is whether or not the opposition | 
Socialist party can secure the election of — 

two members to the European parlia- | 

ment. If it fails, it will be a bad sign forthe _ 
Socialists. They got one seat in 197, an 6 
unexpectedly poor result. 


Greece 


Who's heard of 
Strasbourg? 


FROM OUR ATHENS CORRESPONDENT 


For most Greeks, the European election ` 
on June 17th is a popularity test for the 


government of Mr Andreas Papandreou 5] 


and his Socialist party. That Greek voters 
will be choosing members of the Europe- 
an parliament is treated almost as an 
afterthought. Has the governing Panhel- ` | 
lenic Socialist Mcveaee 

the majority it won in 1981? Or has its: 


conservative rival, the New Democracy | 


party, won back enough of a following to = 
be a serious challenge? | 
The campaign is boisterous and person- _ 


al, with ample quantities of mud to sling. 


The system of proportional representa- 
tion encourages a scattering of votes and 


a proliferation of small parties, which the — 


large ones are doing their best to squelch. 


This failure of the combatants to address 


European issues is convenient for Pasok. ` 
It can thus escape having to defend its 
sweet-and-sour attitude to the European - 


community, caught between the Commu- 


nist party’s clear-cut opposition and New 
Democracy’s firm support. 

Pasok is having to stop the drift of left- 
wing supporters while holding voters at — 
the centre. Mr Papandreou has tried to 


strike a balance. He silenced his left-wing __ 


critics at Pasok’s party congress in May 
with an energetically anti-American 
speech. Then he sought to appease the ~ 
right of the party by putting Mr George 
Mavros, a pro-European centrist, at the 
head of Pasok’s list. % 
The conservatives hope the elections — 
will show that they have won back float- ~ 
ing voters exasperated by conservative 
complacency in 1981 but now disappoint- 
ed by Mr Papandreou’s failure to produce. 
change. The New Democracy party did 


well in recent professional union elec- _ 


tions. To win more votes than Pasok on 
June 17th, however, the conservatives 
will have to make up a lot of ground. In » 
1981, they won 31.5% of the vote, com- — 

pared with Pasok’s 40%. 


Bd 





nt (Pasok) kept ~ 


1, tion, the People’ s Movement against the _ 
EEC, a non-party but left-oriented group D 


calla Beneral election. Ja election is 
due until October, 1985. But Pasok 
id have to perform much worse than. 
i cted for President Karamanlis to in- 


ice of the people 


In a recent Danish poll, 59% of those 
ked said they would vote against Dan- 
embership of the European commu- 

ity if there were a referendum on the 
sue. There is a big:gap in Denmark 
tween this popular dissatisfaction with 


President Francois: Mitterrand gave. a 
boost to the European parliament’s pro- 
posals for a new treaty on European unity 
vy pledging his government’s support. In 
rticular, he endorsed qualified. major- 
oting as the normal means of deci- 
making in the council of ministers, 

in principle repudiating the unanim- 
princi ted ‘on by General de 


udget Co inilsiióner, Mr Christo- 
Tugendhat, presented a draft bud- 
get for 1985 providing for expenditure of 
28 billion. ecus ($22.5 billion), while in- 
come was estimated at 26 billion ecus. He 
hopes that, by the time the budget is 
‘approved: in ‘December, the member 
‘states will have taken steps to one the 
‘community’s i income. 


Meanwhile, after three years of hard 
bargaining, the ministers agreed on a 


revised basis for the EEC’s regional fund. - 


Rigid national quotas are to be abolished 
d the commission. given more discre- 

tion in choosing from among rival 

programmes. ; 


Enlargement - 


Fishing terms ¥ were presak to Portugal 
and Spain, providing for a minimum 10- 


supported by all who want Denmark. to 
leave the community, burst through this 
gap. It won 21% of the votes cast and four 
of Denmark’s 16 seats in the European 
parliament. 

The result of this year’s election, which 
takes place on June 14th, will depend 
above all on the ability of the established 
parties to reduce the People’s Move- 
ment’s vote and to convince the elector- 
ate that, like it or not, the EEC has come 
to stay. There could be important conse- 
quences if they succeed. A poor result for 
the People’s Movement might lead to 
some weakening of Denmark’s stiff oppo- 
sition to institutional change in the com- 
munity. One reason for Danish caution 
about this is that any changes in the Rome 
treaty would have to be approved by a 


and Irish sherry were warned by the 
commission that they would have seven 
years to find a new name for their 
product after Spanish entry. 


Trade and industry 


Japan complained to Gatt about the com- 
munity’s decision to double its import 
duty on optical readers for compact discs. 
On a visit to South Korea, the commis- 
sion president, Mr Gaston Thorn, 
warned his hosts that the community 
might take defensive action against South 
Korean exports if shipments of sensitive 
products continued to rise. 


The community concluded negotiations - 


on a co-operation agreement with North 
Yemen, its first with a country of the 
Arabian peninsula. Its negotiations for a 
trade pact with Hungary remained 
blocked; the Hungarians say that the 
EEC wants the deal for political reasons 
and is refusing to make economic conces- 
sions. The commission finally announced 
that it had opened proceedings against 
France on the ground that its 1982 agree- 


ear period before the The Portugues ce 


olicy would. be appli 
ere oo eee satisfied (coon ti 


ocratic party - 
deflate the People’s. Mov 
about 160,000 people wh 
the Social Democrats in a 
tion switched to the People 
The Social Democrats won 01 
the vote, compared with 3 
preceding general election.” 
A big effort has been made this time by 


‘the Social Democrats to prevent . any of ` 


their candidates from flirting 
idea of leaving the EEC. Such suggestions . 
from Social Democratic candidates were 
damaging to the party’s campaign in 1979. 
The Social Democrats. were then in office, : 
which was probably a handica 
they are in opposition, they 


bash the government. This, they 
has done wonders for party morale. a 


ment with Russia contravened EEC rules a 
barring members from striking bilateral - 
trade deals with third countries. 


Competition i 


The commission fined a French and an 
Italian toy company for illegally carving | 
up markets. It also leaned on Fiat to offer- 
right-hand-drive vehicles in Belgium to 
Britons wanting to benefit from lower 
Belgian car prices, Fiat was also told to 
simplify its guarantee procedures on cars. 
bought in one member state and repaired 

in another. 


Agriculture and fisheries | 


The commission ordered an investigation 
into why unrecorded overproduction by 
Italy, and to a lesser extent. West Germa- 
ny, had left the community awash with 
surplus wine. It also blocked the payment. | 
of subsidies for the of more 
than 500,000 tonnes of tomatoes in Italy. 
The tomatoes may have never exist : 
already: been consumed fresh. ] ) 
agreed to a provisional ‘share-out of he 
ring quotas in the North Sea withou! 
consent of Norway, with which thi 
co-manages fish stocks. The Norwegians 
were put out by this and threatened 
retaliate... 


Court of justice 


The court condemned ed Greece for failin: ; 











Integrated Action: 


Superb coordination among mem- 
ber companies enhances the 
Group capabilities.. 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 





Healthy Growth: 
Lucky-Goldstar has grown steadi- 
ly during the 37 years since its 
establishment—even in times of 
worldwide recession. 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 
Corp. grew 43% in 1983—more than 
any other Korean general trading 
company. 





Financial Soundness: 
No Korean business conglomerate 
can claim greater reliability in its 
financial dealings than Lucky-Gold- 
star. 

And we can back up this claim 
with hard facts, including its acknowl- 
edgment by world-renowned banks. 
Lucky-Goldstar has time after time 
proved its trustworthiness. 








Successful Partnerships: 


A dozen of Korea’ top joint ventures 
are Lucky-Goldstar companies. 

You're already familiar with 
many of the names that have joined 
with Lucky-Goldstar to achieve some 
of Korea's biggest successes—names 
like Caltex, Western Electric, 
Siemens, and Hitachi—there are 
many more. 

Lucky-Goldstar is also partic- 
ipating in some pretty impressive 
enterprises overgegs, too, such as the 
Saudi Basic Industries Corp. 


An Eye to the Future: 
In some fields, Lucky-Goldstar is 
pining as much as 6-7% of sales 
back into research and develop- 
ment. 

The groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. (That’s 
pretty good when you realize that 
group sales for 1983 reached US$7.5 
billion.) In such important new 
fields as S des and genetic 
engineering, the figure tops 6%. 





There are a lot of people in a lot of countries who j 
already know that if you're ae for a reliable business 
| relationship in Korea, Lucky-Goldstar is the place to look. | 
To find out more, contact Lucky-Goldstar Interna- i 

| tional Corp., 537 Namdaemun-ro 5-ga, Jung-gu, Seoul 100, 
| Korea. CPO Box 1899. Phone 777-8097. Telex LGINTL, | 
| K27266. Cable FOURCLOVER SEOUL | 


LUCKY- GOLDSTAR We've got it together 





Chemistry O Lucky, Ltd 
Electric [Goldstar Instrument & Electric 
Refinery O Korea Mining & Smelting Construction and Engineering 

Korea Insurance O Busan Investment & Finance C Goldstar Investment & 
The Yonam Education Institute Sports O Lucky-Goldstar Sports 


Goldstar Precision (JShinyeong Electric 


Foundation 


Lucky Continental Carbor Electricity, Electronics and Telecommunications O Goldstar Co., Ltd 
Goldstar Semiconduc 
Lucky Development 
Finance Trade and Distribution 


Goldstar Cable O Goldstar Tele-Electric O Goldstar 

Goldstar Alps Electronics Energy and Resources O Honam Oil 
g Insurance, Securities and Finance O Lucky Securities O Pan 
Hee Sung Public Service (The Yonam 







Lucky Engine 
Lucky-Goldstar International 
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American Express 
International Banking Corporation 
An American Express Company 
American Argentina Cayman 
Express Austria Islands 
Bank offices: Bahrain Chile 
Bangladesh Denmark 
Brazil Egypt 


France 
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Germany Indonesia Lebanon Pakistan Switzerland United 
Greece Italy Mexico Panama Taiwan Kingdom 
HongKong Ivory Coast = Monaco Philippines Turkey Venezuela 
India Japan Netherlands Singapore United Arab 

Korea Spain Emirates 


Sri Lanka 











International 
Headquarters: 
American 
Express Plaza 
New York 100C 





In international banking _ 
and personal financial © 
services, our name 
makes a difference. 


The difference lies, first, in the scope of 
services American Express Bank offers— 
unmatched by any international bank. 

There's a difference, too, in the exper- 
tise with which each service is provided, 
and in the caliber of our service as well: 
swift, confidential and highly personal. 

American Express Bank combines the 
expertise and resources of two respected 
international banks—American Express 
International Banking Corperasion and the 
Trade Development Banks. Our $13 billion 
in assets and 85 offices in 39: countries pro- 
vide an unparalleled depth of experience, 
resources and security. 

We offer you the finest in private 
banking and personal services, including 
international Gold Card® privileges and 
travel services. ..a wide range of asset 
management services. ..trust and custody 
services, ..and something more: a link to the 
worldwide financial network of American 
Express Company. 

Through this financial network, you 
have access to trading in U.S. equity 
securities, bonds, commodities and invest- 
ments in real estate. This important link 
offers you more ways to protect, manage 
and increase your assets. 

American Express Bank. For the inter- 
national banking client, our name makes a 
world of difference. 








For information, contact Brian Lendrum, 
Vice President, American Express International 
Banking Corporation, Connaught Centre, 28th Floor, 
Connaught Road, Central (GPO. Box 3), Hong Kong. 
Telephone (05) 212608 


AMERICAN 
EXPRESS 





international Trade Argentina Monaco Trade 2, Place du Lac : ; 
Agency, Florida Development amas Panama Development 1204 Geneva Amer 1can Expr e SS Bank 
999 Brickell Ave.  Bankoffices: Brazil Switzerland Bank, Geneva Switzerland ~ ar 

Miami, Fla. 33131 Pence United Head Office Global Financial Network 
Luxembourg Kingdom 


Uruguay 





| The Hotel Président is just as 
- eager as the city of Geneva to | 
| show itself off to advantage. You | 
< gee we offer all our guests the same unique 
- view from their windows: the panorama of 
Lake Geneva. Another feature you can’t 
overlook is the splendid location, right on 
the lakeshore and a scant ten minutes’ 
-stroll from the heart of the city. Unique 
| too are the restrained, distinguished at- 
| mosphere of this luxurious hotel and the 
obliging service of our staff. All in all, 
then, you will find with us everything 
that goes to make you feel a welcome 
` guest. Of course we also provide many 
other amenities that you'll appreciate. 
We'll be glad to surprise you with them on 
the spot. 


Hotel Président, 47, Quai Wilson, CH-1211 | 

Geneva. Telephone (022) 31 10 00. Other 

Swissétels: The Drake Hotel New York, Hotel 

paige Palace Berne, Hotel International 
urich. 
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Even New Jersey shall have 
its Say 


The 1984 contest for the Democratic 
presidential nomination has been so full 
of surprises that there is no reason why it 
should avoid a quirky finish. The closing 

und of primaries will take place on June 
h and it is already strange that New 
Jersey, the butt of generations of dispar- 
aging jokes, should somehow have con- 
trived to supplant mighty California as 
the place where the action is—and where 
the trumpets hailing Mr Walter Mon- 
dale’s coronation may sound. 

Not that California has forfeited its 
importance. It is a contest by which the 
candidates will measure their true 
strengths. But the dynamics of the cam- 
paign seem to have singled out New 
Jersey as the one contest among the five 
remaining primaries which Mr Mondale 
must win to sound his overall victory and 
which Senator Gary Hart, his stubborn 
rival, must win to silence those trumpets. 
Looked at that way, California’s impact 
could be less than it appears. And West 
Virginia’s verdict, once so crucial that it 
secured the nomination for John F. Ken- 
nedy in 1960, may count merely for the 

cord this time. New Mexico and South 

_ akota make up the five. 
_ The punishing length of the campaign 
has added to the tension at the end. The 
sight of President Reagan romping round 
Ireland to check up on his (royal?) fore- 
bears, then assuming his world leadership 
role with the television cameras in tow, 
will have filled the Democratic contes- 
tants with envy as they make their agitat- 
ed last pitches. A measure of the rising 
tension is the dispute over delegates to 
next month’s Democratic convention, 
where the winner will be formally named. 
~ There are two levels to this dispute, with 
Mr Mondale having proved himself rath- 
er canny on both. 

First, there is the question of the hun- 
dreds of thousands of dollars raised in 
general support of the. Mondale campaign 
by “delegate committees”. Since these 
funds, mainly originating from the trade 
unions, were raised over and above the 
campaign hoard which Mr Mondale as- 
sembled for himself—and which was sub- 
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ject to spending limits—Mr Hart de- 
nounced the committees’ extra cash as an 
illicit device to thwart election spending 
rules. If the cash was used purely to 
promote the election of Mondale dele- 
gates and not to finance Mr Mondale’s 
own campaign, no laws were broken. 

Mr Mondale’ obviously felt the wrong 
impression was being given because he 
recently told the committees to disband 
and has now put aside $400,000 from his 
own treasury for repayment of the disput- 
ed funds, to be made as soon as the 
federal election commission approves the 
transfer. But Mr Hart, backed somewhat 
less vehemently by the Rev. Jesse Jack- 
son, the third Democratic candidate, re- 
mains hopping mad. Many of the front- 
runner’s delegates have already been won 
with tainted money, he says, charging 
that the funds could lead to the selection 
of more “‘illegal delegates” even in Cali- 
fornia and New Jersey. Mr Hart warns 
the party that if Mr Mondale were to win 
the nomination and Mr Reagan’s justice 
department, after the convention, were 
to launch an inquiry into the issue of 
campaign cash, Democratic hopes would 
be sunk. 

Mr Hart’s charges seem disingenuous. 
The harassed Mr Mondale seems to be 
succeeding in convincing people that this 
is all sour grapes. While holding off the 
attack, he has been quietly accumulating 
hundreds of supposedly unpledged dele- 
gates for whom no election has been 
fought. For every delegate Mr Hart has 
won via the ballot box in modest presi- 
dential contests held since his electoral 
revival in early May, Mr Mondale seems 
to have secured two or three via the 
telephone. 

These Mondale recruits come from 
among 568 Democratic members of con- 
gress and party officials, known as “‘su- 
per-delegates’”, whom the party has 
asked to take part in the convention to 
keep it on a steady course. Mr Mondale, 


_an ace at working the old-boy network, 


seemis already to have brought all but 200 
of them openly to his side. Very few have 
moved behind Mr Hart or Mr Jackson. 


Hart prefers California ef 
Ohio offers a prime example of Mr Mon- 
dale’s artistry. The upset victory which 
Mr Hart won there on May 8th earned 
him the biggest share of the state’s com- 
mitted delegates. But Mr Mondale caught 
up on the quiet last week, taking nine of 
10 unearned Ohio delegates allocated by 
local party leaders. 

The result is that Mr Mondale’s tally ` 
may have moved up to within easy strik- 
ing distance, say 250, of the 1,967 dele- 
gates needed for the nomination before 
the final primaries are held on Tuesday. 
Mr Hart lingers some 700 delegates be- 
hind him. Mr Jackson has around 310, a 
reward for his vote-pulling talents which 
he finds disproportionately meagre. To 
sustain his momentum, Mr Jackson has 
reverted at the close to some of the 
foreign-policy grandstanding which 
helped him early on (for example, his 
sally to Damascus to gain the release of a 
captured American airman). He was in 
Mexico this week, slamming America’s 
“arrogance” in Central America. Soon, 
he said, he would go to Nicaragua. 

Strains have been caused not only by 
the battle for delegates but by the ex- 
hausting demands of campaign travel, 
which in the case of Mr Mondale and Mr 
Hart has meant coast-to-coast commut- 
ing. The Colorado senator, who has been 
attacked all along for unsteadiness by Mr 
Mondale, faltered embarrassingly under 
the strain last week. On crossing the 
continent from New Jersey to California 
and catching up with his wife, he ventured 
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that they had agreed to campaign sepa- 


a rately. “That’s the bad news,” he said. 





“The good news for her is she campaigns in 
California, and Icampaign in New Jersey”. 

New Jersey ig tguchy about its reputa- 
tion as New York’s grubby, malodorous 
neighbour. Governor Thomas Kean, a 
Republican, demanded an apology. So, 


of course, did a delighted Mr Mondale. _ 


‘Since the Coloradan could not find the 


right touch of humour to make one, Mr 


Mondale was able to parade around the 
state proclaiming “I love New Jersey”. 
Opinion polls suggest his love will be 
requited—just. For New Jersey, with 107 


` delegates up for the vote, no longer fits its 


joke-inspiring reputation. It still has plen- 
ty of waste dumps. But it has slipped out 
of the smokestack era in which Illinois 
and Pennsylvania (the sites of famous 
Mondale primary victories) remain en- 
snared and is advancing nimbly into a 
service economy and high-tech age. Its 
7.5m population is full of suburbanites. 
Add to that its penchant for regularly 


. backing the underdog, and Mr Hart’s 


chances still cannot be ignored. 

New Jersey’s vote, held so late in the 
race, has usually made less impact in the 
past than California’s, which also tends to 


„miss the nominating boat. California, 


offering 306 delegates for direct selection 
on Tuesday, did have an important say in 
the 1972 Democratic race and was deeply 
embroiled four years earlier when Robert 
Kennedy pipped Senator Eugene McCar- 
thy there in 1968. Seconds after claiming 


his victory he was shot dead. The shifting 


currents which have been shaping the 
1984 campaign now seem to have con- 
vinced political odds-makers that Califor- 
nia, with more than three times New 
Jersey’s population, is marginally less 


~ ` critical than the east coast state., 


Mondale munching his way through New Jersey 
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There is, to be sure, some reason to 
discount California as natural Hart terri- 
tory. If Mr Mondale were to take it, he 
would have the nomination. If he loses, it 
will not be a total disaster. The complicat- 
ed district-by-district nature of the Cali- 
fornia ballot promises him, in any case, a 
good share of the delegates. Any real 
upset, therefore, would have to come 
elsewhere. Only if Mr Mondale lost New 
Jersey too would his credibility be suffi- 
ciently dented to threaten a flight of 
discouraged delegates from his column. 
And, subsequently, a wild free-for-all at 
next month’s convention. 


Women in politics 


Mrs Vice-president? 


WASHINGTON, DC 


“Your token is my pioneer”, says Mrs 
Ann Lewis, the political director of the 
Democratic National Committee, coun- 
tering the argument that for the Demo- 
crats to pick a woman as their vice- 
presidential candidate would smack of 
tokenism. Although American women 
lead the fight for women’s rights, they 
have not, so far, shone in politics: only 24 
of 535 members of congress are women. 
A pioneering decision to put a woman on 
the Democrats’ presidential slate could 
bring the barriers crashing down; it might 
also win the Democrats the election. 

It is a risk. But suddenly, over the past 
few months, it is beginning to look more 
like a risk worth taking. Mrs Lewis rates 
the odds against a woman being chosen as 
4 to 1 and narrowing: that, even a short 
time: ago, would have sounded wildly 


over-optimistic. Mr Walter Mondale and — 
Senator Gary Hart are questioned unfail- 


GS, SES PPI a Sey PPE Tr 


bes p 
ingly on their willingness to appoint wom- 
en; they reply piously but cagily (the third 
candidate, the Rev. Jesse Jackson, has 
always promised to choose a woman as 
running-mate). Time magazine’s proyoc- 
ative current cover-story is: “Why not a 
woman?” > A 
The usual answer to that question is 
that there is no outstanding candidate; if a 
woman were picked it would not be 
because she was the best person avail- 
able—there are better qualified men— 
but because she was good and a woman. 
Yet the choice of a vice-president is 
always circumscribed by political-calcula- 
tion. Mr Mondale, Mr Hart, or that 
shadowy dark-horse candidate, will select 
a partner who is best judged to comple- 
ment his own vote-gathering capacity. A 
male vice-presidential candidate is nor- 
mally chosen on the assumption that ’ 
will attract voters who come from | 
region or ethnic background; a female 
candidate, chosen as a woman, would 
have a theoretical constituency of more 
than half the American electorate. 
Opinion polls are not very revealing on 
the effect of having a woman on the 
ticket. Perhaps reluctant to ‘show preju- 
dice, people tend to say that they would 
not mind or that it would make no 
difference to the way they voted. Their 
more prejudiced, or honest, answers sug- 
gest that the gain in the votes of younger 
women might be cancelled out by the 
flight of older men. But none of the polls 
provides a whisper of the excitement that 
could be generated if a woman does, in 
fact, get chosen. It could, argue those 
who lobby for a woman vice-president, 
galvanise the young into getting them- 
selves registered; it would attract inde- 
pendent and even Republican women; 
the men who would be frightened aw 
probably would have voted for Preside... 
Reagan anyway. : 
Democrats believe that if they win the 
November election it will be, very largely, 
because women, who vote more than 
men, like Mr Reagan much less. The 
“gender gap” created at the 1980 election 
(until then, the voting pattern of men and 
women was more or less the same) has 
widened into a canyon (Mrs Lewis’s 
phrase again); the latest ABC poll shows 
men backing Mr Reagan against Mr Mon- 
dale by 60% to 37% and women backing 
Mr Mondale by 48% to 44%. A woman 
vice-president, some Democrats go on to 
say, would clinch things by bringing out 
the women’s vote. , 
Not so, say others. A woman candidate 
would come under intense critical scruti- 
ny and, if she were not a superwoman, 
could easily muff things, revealing igno- 
rance or lack of experience. So could a 
man. But with a woman the cry would 
swiftly go up that here was a candidate 
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who was not a pleudible ER AN 


should disaster strike the president. Bet-` 


ter wait awhile, say these advocates of 


caution, until a woman of unmistakable . 


presidential calibre emerges. 


The line-up 
The Democrats’ short-list of female can- 
didates does not contain a superwoman or 
anybody unmistakably presidential, but 
-they are a fine bunch whom it should be 
nobody’s business to patronise. The 
front-runner, and favourite of the Demo- 
cratic establishment, is Mrs Geraldine 
Ferraro, a three-term congresswoman 
from Queens in New York. Championed 
by the Speaker of the house, Mr Tip 
O’Neill, Mrs Ferraro has flown high in 
congress and in the party, taking a num- 
ber of plum jobs, and now chairs the 
mocratic platform committee. Her 
dency to put the party first led to a 
‘stumble a couple of weeks ago when she 
told reporters that the platform would be 
as non-specific as possible, avoiding con- 
troversial planks such as the Equal Rights 
Amendment (ERA). She back-tracked 
on that quickly but women’s groups were 
left wondering. Her colleague and fellow- 
possible, Mrs Patricia Schroeder from 
Colorado, would never have done that; 
compromise is not one of her sins. A 
young outspoken six-term congresswom- 
an, Mrs Schroeder is probably too liberal 
and too militant a feminist for the party 
elders—though not Coloradans. 
Mrs Schroeder has said that her prime 
concern as vice-president would be to 
_ fight the “‘feminisation of poverty”. This 
ugly phrase has an ugly meaning; single- 
parent families, and the parent is usually 
a woman, have been mauled by the 
Reagan administration’s cuts in federal 
~d. Two parts of the Economic Equity 
2t, a package of proposals to help 
_.women economically, have just passed 





rates puts the party: first 
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Sheidi, Colorado’s militant feminist 


through both the house of representatives 
and senate. One enforces child support 
payments; the other. remoulds pensions 
so that they take more account of the 
female working pattern—and the fact 
that women live longer than men. Some 
very poor children and elderly women 
will be made marginally better off: 

The fact that the tougher, more contro- 
versial and more expensive parts of the 
Economic Equity Act are stuck in con- 
gress helps to explain why America’s 
women politicians tend to concentrate on 
women’s issues—though Mrs Schroeder 
is also a member of the armed services 
committee, Mrs Ferraro is edùcating her- 
self on foreign policy and Ms Dianne 
Feinstein, another candidate high on the 
short-list, is the very active mayor of San 
Francisco. Mrs Lindy Boggs, a congress- 
woman from Louisiana, is also talked 
about as a possible. Older and gentler 
than the others, she would bring southern 
votes and, not being much of a feminist, 
would frighten away fewer men. 

Even if, this time round, a woman is 
not chosen, the fuss may do something to 
jerk the Democratic party out of its 
equivocal attitude towards women. The 
Republican party is slightly less inhibited. 
The only two women in the senate are 
both Republicans: Senators Nancy Kasse- 
baum and Paula Hawkins. Republican 
women candidates for elected office com- 
plain, like their Democratic counterparts, 
of mean treatment by their parties. But 
Mr Reagan has two prominent women in 
his cabinet, Mrs Elizabeth Dole and Mrs 
Margaret Heckler, and has appointed the 
first woman judge to the Supreme Court, 
Justice Sandra Day O’Connor. And it is 


_ hard to remember that Mr Reagan’s feisty 


envoy at the United Nations, Mrs Jeane 


- Kirkpatrick is a registered Democrat. 


Mrs Ferraro and Mrs Schroeder both 
won their way into the house without 





much help from their Pai like otis 
they had to pay their own bills or fight for 
seats that they were expected to lose. The 
classic case of Democratic negligence was 
the Missouri senate race in 1982. A state 
senator, Mrs Harriet Woods, got very 
close to beating the incumbent Senator 
John Danforth, and would probably have 


done so with a bit more help. The party, __ 
said to be learning its lesson, is now 


helping some of the women preparing to 
fight their way into the senate in Novem- 
ber: Oregon, Minnesota and Colorado 





are states where a Democratic woman à g; 


may have a chance of a senate seat. 


Helping women to help themselves 
Most women have far more trouble than 


most men in financing their campaigns. — 


Few have access to corporate funds and 


most political action committees are un- 


responsive to requests for money from 


women candidates. So women have be- j 
gun to help one another, both as individ- 


uals and inside women’s political action 
committees or feminist organisations. 


The National Organisation for Women, 


for instance, is hoping to raise a war chest 
of about $1m, mainly Dy flirect mail and 


mainly in small donations: the average i 


cheque it gets is for $30. The Women’s 


Campaign Fund is hoping to contribute- 


$500,000 in cash and services to, women 
candidates, taking last year and this year 
together; its criterion is that candidates 
should support the ERA and uphold a 
woman’s right to choice on abortion. The 
League of Women Voters and the Na- 


tional Women’s Political Caucus are gen- 


erally helpful. 
The Centre for the American Woman 


and Politics at Rutgers University has — 


gathered together what political women, 
at a series of conferences, say about their 
difficulties. Their conclusion is that more 


is needed of everything: more money, | 
more help from the political parties, more 


support from women’s organisations and 
more occasions for women, inside and 
outside public life, to meet and talk. At 
its last conference, in December, 1983, 
the centre was able to report some mildly 
encouraging statistics: over the past 10 
years the proportion of women in the 
state legislatures has grown from 6% to 


13%. But only 2.5% of the top jobs inthe 


legislatures are held by women; and the 
proportion of women in congress has 
grown only from 3% to 4.5%. 


Having a woman on the ticket might | 


raise voter turnout by 10-15 percentage 
points, particularly in the under-45 age 
group. The odds are still against the 


Democrats taking the risk. Quite a few — 


women will not be sorry, arguing that it 
would be better for women to run serious- 


ly for president in 1988. The one does not 


exclude the other. 
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Colorado 


From back burner 
to Front Range 


DENVER 


Imagine a 200-mile-long town at the foot 
of the Rockies. The prospect perturbs 
Colorado, which is becoming in a peculiar 
way more intensely urban than its cowboy 
myth would have Americans believe. The 
more outsiders move into the Rocky 
Mountain state—and they are still doing 
so fast enough to keep its population 
growing at double the national average 
rate—the more concern grows about the 
town-without-end. After Texas’s mush- 
rooming cities, the fastest-growing places 
in America were recently identified by 
` the census bureau as Denver and Tampa, 
Florida. 

Four fifths of everything that happens 
in Colorado, in terms of population, jobs, 
output or income, takes place on the 
Front Range, a long string of towns 
hugging the eastern base of the Rockies. 
The Front Range threads around the 
foothills from Fort Collins in the north of 
the state to Pueblo in the south. With 
mile-high Denver spreading like an urban 
contagion in the middle, these communi- 
ties. are inexorably snaking into each 
other, creating an endless built-up 
corridor. 

Colorado, a vast territory two thirds 
the size of California, has nowhere to put 
its growing population (now 3.1m) except 

_ in the corridor. To the east of the Front 
Range lies barren farmland, to the west 
the Rockies’ towering peaks and, beyond 
them, the remote western slopes. Skiing 
may be increasingly good business in 
Colorado, with Aspen and Vail attracting 
the money, but there is a limit to the 
number of jobs it can offer. 

The state government, headed by Gov- 
ernor Richard Lamm, an outspoken west- 
ern Democrat (see box), complains that it 
has no control over Front Range develop- 
ment. It is not for want of trying. The 
governor turned his state into a popular 
think-tank at the outset of the 1980s to 
forestall the worst effects of haphazard 
urban sprawl. There was much support 
for his view that allowing the sprawl to 
continue was more costly in practically 
every way than keeping population cen- 
tres in manageable clusters. Supplying 
water, sewers and transport is pointlessly 
expensive and sends state taxes up; ener- 
gy use is inefficient; and the air, the 
mountain-pure stuff which people come 
to Colorado to breathe in the first place, 
becomes a bit much even for the sooty 
lungs of midwestern migrants. 

_ Denver itself, with a metropolitan pop- 
38 X 


\ 


i 


ulation of 1.6m if neighbouring Boulder is 
included, is in a spot beneath the Rockies 
where prevailing winds often trap fumes 
against the mountains and suspend them 
as smog over the city, especially in winter. 
The Lamm administration’s popular con- 
sultations on the Front Range aroused 
noble thoughts at all levels. Essentially, 
they got nowhere. 

“We are building the Los Angeles of 
the Rockies,” the governor says. “If you 
want to see the Denver of tomorrow, go 
to Los Angeles today.” He talks of a 
developing tragedy brought on by “mind- 
less growth”. His is a partisan line. He 
has always represented one side in a long- 
lasting conflict between business and en- 
vironmentalist forces which still circle 
each other with extreme wariness despite 
what seems to be a truce on growth. 

Economic growth is all right, indeed 
necessary, the environmentalists now 
concede, as long as it is properly man- 


Denver: more than a mile high now 


aged. The old tendency of non-business 
Coloradans to want to put a fence around 
their spectacular scenic state to stop new- 
comers from wrecking it has given way to 
a more practical mood. Still, even the 
idea of managing growth comes up 
against the competing pioneer spirit, 
which holds that you can do what you 
want with the land you own. 

This is the spirit of Mr Joseph Coors, 
the conservative Denver brewer and flag- 
bearer of unrestrained free enterprise. It 
was Mr Coors, a mentor of President 
Reagan, who persuaded the president to 
install as secretary of the interior the ill- 
fated Mr James Watt. Mr Coors’s broth- 
er, William, his brewing partner, seems 
much readier to compromise. The fact 
remains, however, that Colorado’s Re- 
publican-controlled legislature, in tune 
with the pioneer spirit, refuses to let the 
state take over any of the planning re- 
sponsibilities which each community has 
traditionally kept for itself. 

For these towns, urban drift along the 
foot of the Rockies is no immediate 


disadvantage. The farther they spread 
their wings, the more property taxes they 
can collect. There is not much give on the 
issue. Mr Roy Romer, the state treasurer, 
tells how he tried to procure for the state 
a ranch in Front Range territory in hopes 
of eventually using it to separate colliding 
townships. Private developers beat him to 
the purchase, though he was the first to 
try to buy it. He could not raise enough 
money. 

The economic growth of Colorado, at 
the top rim of the sunbelt, has changed 
direction recently. Denver became the 
energy capital of the Rockies during the 
oil boom at the end of the 1970s. Oil and 
gas companies, mainly leading indepen- 
dents and exploration outfits, converged 
on Denver, uncapping a gush of skyscrap- 
er construction. Old dreams about oil- 
shale fortunes excited the energy chie* 
who talked in extravagant terms of e 
tracting millions of barrels of oil a day 
from five projects to be started up on 
Colorado’s shale-rich western slopes. 

Now the energy business, accounting 
for 20% of the state’s economic activity, 
is as flat as it is in Texas to the south—anid 
the oil-shale explosion has materialised as 
a single modest pilot flame melting out an 
experimental 10,000 barrels a day. Den- 
ver’s glass office towers are 25% vacant. 
Construction plunges ahead along the 
Front Range all the same: office build- 
ings, hotels and houses. ‘ 

High-tech is taking up  oil-slack. 
Throughout the sunbelt there is intense 
competition to attract clean, computer- 
based industry. Colorado is getting its 
share as the old environment-driven hos- 
tility to growth subsides. One lure is the 
presence in Colorado Springs, right on 
the Front Range, of America’s military 
nerve centre for instant warning again ` 
nuclear attack. This centre, known :i 
Norad, is built into hollowed-out caverns . 
in the Rockies, and is about to be joined 
in the same area by a new military centre 
for monitoring defence systems in space. 
Mainly because of high-tech, employ- 
ment in manufacturing in Colorado has 
increased by half over the past decade 
while it has dropped nationwide. Even 
during the past recession, which Colora- 
do was surprised to feel as sharply as it 
did, unemployment kept below national 
levels. At 5%, it still is. 

The expansion of the job market natu- 
rally spurs population growth. Official 
estimates are that Colorado’s population, 
starting from its relatively modest base, 
will grow by half to 4.6m by the end of the 
century. More than a third of the increase 
comes in the shape of young, well-educat- 
ed professional migrants from the east 
and midwest, sometimes even from Cali- 
fornia. By the same token, more than half 
the state’s existing inhabitants were born 
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elsewhere. The magnet is what people in 
Colorado obsessively discuss as “quality 
of life”; which seems to mean a mixture 
of sun, mountains and wildness. 
Coloradans talk about quality of life as 
though it were as critical as a job or a 
home. Maintaining it, politicians and 


businessmen seem to agree, has become 
an economic necessity because there 
would be no bringing in the right compa- 
nies and qualified newcomers if it lost its 
pull. That is the dilemma posed by the 
budding 200-mile-long town.’ Colorado’s 
problem is not growth, but how to grow. 


Successful Governor Gloom 


Colorado’s governor, Mr Richard 
Lamm, has a talent for making a big 
impact with a few words. For most of his 
nearly 10 years governing America’s 
highest state (so ranked because its 
mountain peaks give it an impressive 
average altitude), his talent has served 
him well. But Mr Lamm has spent the 
past two months trying to disentangle 
himself from the trouble he caused by 

suggesting that old people have a duty to 
die rather than be kept alive by tubes and 
things when incurable illness robs them 
of life’s joys. 

Mr Lamm’s target was the staggering 
cost of modern medical care. But from 
coast to coast he was assailed for his 
bluntness. He received letters addressed 
to “Governor Hitler”. Cruelty was not 
his intention. Still ensnared, he worries 
that the blackest side of the affair is the 
lesson that the wisest course for politi- 
cians is to stay clear of sensitive issues, 
however important. Sitting in his office 
in Denver’s gilt-domed capitol, he insists 
that good leadership means knowing 
how to offend some people (Mr Mondale 
might take note). $ 

Behind Mr Lamm'’s ill-phrased argu- 
ment lie his strong western notions about 
the quality of life, an ever-present theme 
in Colorado. They were what led him to 

` the governorship in 1974. He was the 
“no-growth” candidate at a time when 

the war between unreconstructed busi- 
nessmen and dyed-in-the-wool environ- 
mentalists was at its height. His election 
seemed odd since Colorado is usually 
regarded as conservative. In fact, it con- 
firmed the electorate’s growing indepen- 
dent streak—a quest for balance that has 
sent the liberal Mr Gary Hart from 
Colorado to the senate in Washington 
together with Mr William Armstrong, a 
Republican who personifies unabridged 
mountain conservatism. 

Mr Lamm’s respect for the unspoilt 
nature of the state won him popularity. 
As a lawyer and state legislator, he led a 
successful fight against the staging of the 
1976 winter Olympics in Denver. He 
walked around the state (no mean feat 
considering its inclines) in his first cam- 
paign for the governorship in 1974. He 
still likes to appear the outdoorsman and 
was said to have been mortified last 
month when, after taking a raft down 
some wicked local rapids, he learned the 
next day that their flow had been re- 
duced to half speed for his safety, 
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Tall, silver-haired and hard-working, 
Mr Lamm, at 48, seems frustrated by a 
job he evidently likes. “You don’t realise 
how impotent a governor is in this 
state”, he says. As a Democrat who sees 
State intervention as necessary to Colo- 
rado’s development problerhs, he cannot 
push planning rules through a Republi- 
can-dominated legislature which seems 
to find something anti-Coloradan in the 
very thought of land regulations. The 
failure makes him pessimistic. He will 
say, with some hubris, that Colorado has 
gone downhill under his governorship. 
“Governor Gloom” is one of his nick- 
names. The state has a weak-governor 
system and a strong-governor personal- 
ity at the helm. 

Brought up outside Colorado (near 
Pittsburgh) like so many of the state’s 
leaders, Mr Lamm has modified his 
views about the west while in office. He 
concedes that Colorado needs economic 
growth and jobs as much as any other 
State, though he remains sceptical about 
the number of newcomers arriving. In 
that, he has reached a fair modus vivendi 
with the business community. It now 
gives him grudging admiration. He is a 
spokesman for western pragmatism in a 
place where western ideologues seem to 
be losing their old clout. Once he stops 
winning elections for governor (he has 
won three to date), his goal could be the 
United States senate. 


Outspoken Lamm 


AMERICAN SURVEY 
New: Mexico 
Poor but pure 


FROM OUR SPECIAL CORRESPONDENT 


New Mexico calls itself the “land of 
enchantment” and its claim is a strong 
one. Even Albuquerque, a rather dull 
modern city, and the state’s largest by far, 
has its Old Town and the Rio Grande, 
and is ringed by the Sandia mountains, 
which are golden with aspens in the 
autumn. In the northern part of the state, 
nearer the border with Colorado, the 
scenery is staggering. 

The air is a positive pleasure to 
breathe, even in Albuquerque, which 
contains about a third of the state’s popu- 
lation and probably a similar share of its 
cars; the federal government is threaten- 
ing to withhold some of its grants if the 
city cannot find the money to keep the air 
pure by enforcing the federal law on car 
emissions. 

The climate is said not to be as good as 
neighbouring Arizona’s though it is at 
least not humid; being so high, winters 
are cold and windy ang ip Taos, now a 
popular ski resort, snow in April is noth- 
ing remarkable. But the climate, by de- 
flecting the most prosperous snowbirds 
from the north, has spared New Mexico, 
up to now, from the unending affluent 
developments that are Arizona’s fate. 
New Mexico, something of a bargain 
basement, receives instead poorer peo- 
ple, many of whom live in trailers. The 
major roads are lined with them and with 
many homes not much better than shacks. 

New Mexico is the least Anglo (white) 
state in the union. Descendants of the 
Indians, who were there first, and the 
Spaniards, who colonised it, still make up 
almost half the population, adding to the 
interest for tourists. Tourists, indeed, 
need never be bored. They can see Indian 
pueblos (towns) right up the valley of the 
Rio Grande, a beautiful pueblo museum 
in Albuquerque built and run by Indians 
and many Indian reservations, including 
3.5m acres of the vast Navajo reservation, 
which includes parts of three states. Then 
there are national forests and national 
and state monuments, such as Indian cliff 
dwellings, and Aztec ruins, even a memo- 
rial to Kit Carson, and ancient mission 
churches. Among cities there is the jewel 
of Santa Fe at the end of the famous trail. 

Few New Mexicans would want to live 
elsewhere, but they have their griey- 
ances, some of them rooted in history. 
Many Latinos feel that they are landless 
in a land that they settled (starting: at 
Santa Fe in 1609, some years before the 
pilgrims sighted Plymouth Rock) and 
owned, along with the Indians, until the 
end of the American war with Mexico in 
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1848. Under the peace treaty Latino land 


grants were meant to be respected. As it 
turned out, under a process that lasted 
until 1904, of 33m acres in dispute, titles 
to only 2m acres were confirmed. As for 
the Indians, some tribes are still arguing 
that the federal government has failed to 
keep promises made to them over a 
century ago; tribes are also suing each 
other over their lands. 

A more immediate preblem, especially 
for the ethnic minorities, is the poverty of 
the state. In a list of the states according 
to their income per head, New Mexico 
lies 41st. A huge state, with only about 
1.3m people, it-is fifth in line for federal 
grants. It ranks 46th in terms of non- 
agricultural industry. Government, the 
major employer, provides more than 
three times as many jobs as 
manufacturing. 

Even during the present economic re- 
covery the rate of unemployment is near- 

_ly 9% and in 1979, the latest year for 
which there are complete figures, 17.6% 
of the population was below the poverty 
line. The figure for Latinos was higher: 
24%. For Indians it was, and is, higher 
still. On the Nayajo reservation it is put at 
50%, despite the Tribe’s $8m a year from 
oil, gas and uranium found on its land. A 
single government cheque to an Indian 
grandmother: can feed a crowd of 
relatives. 

Latinos feel the lack of jobs acutely. At 
Highlands Unversity in Las Vegas, a part 
of the University of New Mexico, efforts 

_are being made to train them for wider 
opportunities. About 70% of the 3,000 
students are Spanish-speaking from the 
poor towns in the northern part of the 
state, where most Latinos live. This is the 
second-highest percentage of Spanish- 
speaking students in the country. About 
95% of the students receive financial aid. 

The aim of Dr Juan Aragon, president 
of Highlands and the first Latino to head 
an American university, is to guide these 
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students into the American commercial 
mainstream. But lie recognises that many 
of them may have to leave New Mexico to 
find jobs. A recent coup was the gift of 
$200,000 from the Gulf Oil Foundation. 
This will enable the college to hire the 
two additional faculty members it needs 
to qualify its business and economics 
division for accreditation by the Ameri- 
can Assembly of Collegiate Schools of 
Business. Accreditation impresses 
employers. 

New Mexico is sadly short of money for 
its schools and colleges. In March, when 
Governor Toney Anaya, the second La- 
tino to win the governorship,«wanted to 
increase taxes to provide more money for 


education, he was beaten back by a. 


coalition of Republicans and conservative 
Democrats in the state senate. He re- 
sponded by vetoing most of the coalition’s 
pet public-works projects. It remains to 
be seen in November whether the voters 
will approve a series of bond issues, some 
of them for the schools. 

Taxes bring in little revenue, partly 
because large parts of the state are ex- 
empt: national forests, federal installa- 
tions and reservations. But tax rates are 
low. In 1982, out of total receipts of $1.2 
billion, only $16m came from income 
taxes on individuals, only $60m from 
income taxes on corporations. The prop- 
erty tax, which provides much of the 
money for schools, is ridiculously low. A 
house in Albuquerque valued at $200,000 
pays, for example, only $300 a year in 
property tax. 

Conservatives argue it would be disas- 
trous to raise taxes since it is the state’s 
low taxes that bring in firms from outside 
that are needed for a broader industrial 
base. They seem less concerned about the 
need for an educated workforce. 

When incentives to out-of-state busi- 
nessmen are mentioned, Latinos and In- 
dians tend to stiffen. What they fear is 
more Texans. Possibly they are thinking 
of the roughshod way that Texas tried, in 
the last century, to annex most of New 
Mexico, even including Santa Fe. This 
raid went awry, but Texas did manage to 
get half a million acres that New Mexi- 
cans feel was theirs. 

More likely it is simply dislike of what 
is considered the Texans’ brash, domi- 
neering ways. They have money, so they 
can fly in and out of Santa Fe; they can 
buy land, driving up prices for the na- 
tives. There are ill-concealed giggles at 
the way Texan ranchers wear their big 
black hats all day long, from breakfast 
through dinner. Perhaps even in bed. The 
greatest worry, though, is that Texans 
may destroy the delicate balance of ac- 
commodation that has kept Anglos, La- 
tinos and Indians working together. 

Other changes are coming. Condomini- 
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ums are creeping up to the mountains 
around Albuquerque and development 
on a large scale (for New Mexico) is 
proposed for the ecologically fragile es- 
carpment of Santa Fe. Another proposed 
development, this time of an old ranch, 
offers houses, each with 20 acres of land, 
but an entitlement to water of only half an 
acre-foot a year. (An acre-foot is the 
amount of water needed to cover an acre 
with a foot of water and is roughly the 
amount consumed each year by an urban 
family of five in southern California.) 

New Mexico’s politics are changing 
too. The Republicans used to be able to 
count on victories in Albuquerque and 
“little Texas”, the southern part of t) 
state, to more than compensate for t 
solidly Latino, and solidly Democratic, 
north. That changed two years ago as a 
great effort was made by the Democratic 
party at both state and national level to 
register new voters. 

Albuquerque has been going Demo- 
cratic and it accounts for one of the state’s 
three congressional seats. Governor An- 
aya won office by a margin fat by New 
Mexico’s standards. This trend is likely to 
continue. The minorities are winning the 
battle of the birth-rate. And they are set 
on their rights: backed by the American 
Civil Liberties Union and by the federal 
department of justice, they are suing to 
upset the latest, 1982, redistricting plan. 
They say it is unfair to Latinos, Indians 
and blacks. Who knows whether Senator 
Pete Domenici, a power-house in Wash- 
ington but a Republican in increasingly 
Democratic New Mexico, may not lose 
his seat? Six years ago he won with only 
53% of the vote. 
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The riot squad came well armed too 








Martyrdom denied 


arly last Wednesday Mr Arthur Scargill 
strode up the road outside the British 
Steel coke plant at Orgreave, near Roth- 
erham, toward the martyrdom he has so 
plainly been seeking. Cheated again. A 
police officer fed up with violent picket- 
ing promptly arrested the miners’ leader 
for obstructing the highway—but then a 
wise magistrate whipped away the crown 
of thorns by granting him unconditional 

- bail until July 10th. Wednesday was the 
second day of clashes as the miners unsuc- 
cessfully tried to block truckloads of coke 
heading for the Scunthorpe plant of Brit- 
ish Steel, and there had been riotous 
scenes after Mr Scargill’s arrest, with 
missiles thrown and telegraph poles used 

- as battering rams. But the prosecution’s 
demand that Mr Scargill be kept away 
was refused. Wet, 

A week is a long time in a miners’ 
strike. Instead of appearing in court, Mr 
Scargill was supposed to be sitting down 
with the deputy chairman of the coal 
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board and colleagues to negotiate, after 
last week’s on-off peace moves. The 
meeting was put off till May 31st. Wisely 
Mr Ian MacGregor, the coal board chair- 
man, is standing aside from the talks for 
the moment. He has bowed to advice 
from colleagues that his North American 
style grates. 

Mr Scargill’s antics as he whipped up 
his men on the Orgreave picket line 
inevitably invite comparison with the 
famous battle at the Saltley coke depot in 
the 1972 coal'strike which made him what 
he is today. The question is: does Or- 
greave end what Saltley began? Frustrat- 
ed by the lack of co-operation from other 
unions and by the electricity industry’s 
ability to live through the summer with 
only 300,000 tonnes of coal a week from 
the working pits in Nottingham, Mr Scar- 
gill is once again going for the closure of a 
steelworks to show the miners’ strength. 
But even that is unlikely to make any 
impression on the government, which 


} 


regards the millions the strike is costing 
(imported oil for power stations, coal 
board losses, policing and the dent the 
strike is making in industrial production 
as a necessary investment. : 
The government has more than money 
at stake. Its credibility in facing up to a 
militant union and intimidatory pickets is 
still on trial. Its labour laws have proved 
useless for dealing with such massive 
disputes as this. The government was 


- anxious not to have the coal board press 


its injunction, obtained early in the strike, 
for fear of uniting all miners and trade 
unionists behind Mr Scargill, and in the 
hope of getting a pithead ballot on the 
strike issue. 

The coal board is aching for a settle- 
ment. Mr MacGregor has given the public 
signal that the 4m-tonne closure pro- 
gramme for 1984-85 is#efible and subject 
to talks at local level, rather than being 
laid down by head office. Any fudge that 
would get union acceptance of the board’s 
prime objective, closure of its tail of high- 
cost pits, would satisfy it. Nor would the 
board worry too much about how Mr 
Scargill might sell such a deal to 150,000 
angry miners and their wives after three 
months on strike. Even if he could justify 
an unsuccessful strike to himself on the 
grounds that it raised the political con- 
sciousness of the working masses, the 
people who have actually gone hungry 
this spring might not be too impressed. 

But the government, which is monitor- 
ing every twist and turn of the dispute, 
has a different view. Even before this 
week’s mayhem at Orgreave, ministers 
were concerned that a deal between Mr. 
Scargill and Mr MacGregor might look 
like surrender. The violence there has 
only strengthened that feeling. Mr Peter’ 
Walker, the energy secretary, may be an 
economic wet. But he is adamant about 
winning a political as well as an industrial 
victory over Mr Scargill. On Wednesday. 
he had to come out condemning the - 
violence, blaming a mob of Marxists and 
praising the police response—riot gear, 
horses and all. 

For the government, the positive side - 
of Orgreave is that it shows the miners’ 


t 


leader as increasingly desperate. Certain- - 
ly it will harden public opinion against . 


him. But it makes it all the more impera- 
tive, for the government, that the eventu- 
al settlement be seen as a whacking defeat 
for Mr Scargill’s rough tactics. And -de- 
spite their supposed hands-off approach, ~ 


ATA 


$ 


UDa sie 





ae 
ae aie 





FL Sea ae 
theta RS 


Le 


- - any deal between the union and the board 
_ —_ Will have to be approved, however quiet- 
| ly, by Mr Walker and the prime minister. 
` They control the purse strings, which are 





E bound to be tugged open if the — 
É are slowed down. 
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a The best-off get 
most 


` This week the debate revived again about 
the generous tax treatment of owner- 
È - occupiers, and ended with a predictable 
punch-line: the prime minister would not 
countenance reform. She has been 
_. backed up, in public at least, by Mr Nigel 
_ Lawson. 

In private, the chancellor may be agi- 
tated by the evidence that enlarged mort- 
piee loans from banks and building soci- 

- eties leave some owner-occupiers with 
what amounts to spare tax-relieved cash 
to splurge on other things. He may be 
rightly concerned also by the way the tax 
system encourages*the rich to invest in 
- housing rather than industry. But he 
_ knows an electoral booby trap when Mrs 
Thatcher sees one. 
‘The number of voters with a vested 
_ interest in mortgage tax relief has risen 
__ with council house sales, far and away the 
largest single asset disposal under Mrs 
. Thatcher’s administration. Most purchas- 
ers have been the better-off council ten- 
ants: typically, couples in their forties, 
- with two incomes, living in houses rather 
than flats and in suburbia or a new town 
rather than an inner city. The tenants left 
_ behind—single-parent and young fam- 
_ ilies, and the elderly, those living in flats 
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or maisonettes in city centres—have been - 


treated increasingly harshly by the. de- 
cline in their subsidies. 

Between 1980 and 1983, local authority 
rents rose by, on average, 82%. This does 
not reflect a move towards the economic 
pricing of council housing: as a forthcom- 
ing study by Mr John Ermisch of the 
Policy Studies Institute points out, some 
tenants pay less than the replacement cost 
of their dwelling, while others pay more. 
The pricing pattern is as arbitrary as ever. 
However, overall, the rise in rents has cut 
the subsidy attracted by the average coun- 
cil house from about £445 a year in 1980 
to nothing at all now. _ 

Nearly a quarter of all council house 
tenants are now in arrears with their rent. 
They owe between them at least £240m, 
more than 23 times as much as three years 
ago. At the same time, income-related 
subsidies to tenants have shot up. The 
combined value of help through rent and 
rate rebates and through supplementary 
benefit was £1.2 billion in 1978-79. Last 
year, equivalent help through the new 
housing benefit scheme was budgeted at 
£2.1 billion—almost twice as much. This 
scheme, introduced in April last year, is 
being scrutinised by one of the commit- 
tees set up by Mr Norman Fowler, the 
social services ‘secretary, to look at vari- 
ous forms of benefit. The aim is to ensure 
that help goes to those who need it most. 

A scheme which ties government assis- 
tance with housing costs to incomes rath- 
er than dwellings makes sense. But simi- 
lar households with similar incomes may 
now receive very different amounts of 
help with their housing, thanks to the 
mortgage subsidy for owner-occupiers. 
They effectively get (on Mr Ermisch’s 
calculations) an average of about £170 a 
year. They tend to be better off than 
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council tenants. Moreover, both their 
mortgage borrowing and the top rate of 
income tax at which interest costs are 
relieved tend to rise with income, so that 
the richest tenth of owner-occupiers re-. 
ceive almost double the average subsidy. 

The chairman of Mr Fowler’s commit- 
tee on housing benefit is Mr Jeremy 
Rowe, of the Abbey National; with a 
building-society man in charge, the com- 
mittee can hardly avoid taking a sideways 
glance at the system which gives the 
largest housing subsidies to those who 
need them least. 


Regional policy 


The Welsh want 
more 


‘Whitehall’s plans, announced last De- - 
cember, to sharpen. up (and, sotto voce, 
slim down) regional aid have taken a 
knock from Welsh members of parlia- 
ment. Wales gets a large share of regional 
spending: £700m in a British total of £4 
billion of automatic regional grants in the 
11 years to 1982-83, plus fat chunks of 
selective aid like the huge bribe that 
brought Ford to Bridgend. And, you 
guessed it, the Welsh want not less but 
more. 

Wales is a special case, argues the 
Labour-led but Tory-majority Welsh af- 
fairs committee of the house of commons. 
The Welsh section of the Confederation 
of British Industry agrees—except that it 
would have put the Welsh case still more 
strongly. 

Mid-Wales, unlike the north and south, 
is not now an “assisted area” qualifying - 
for regional grants; it has so little industr 
that the government has seen no poirn - 
trying to bribe in more. It should qualify, 
says the committee. Wales already has its 
own government-funded development 
agency, like the Scottish one though less 
successful. The Welsh MPs suggest it 
should now get another thing the Scots 
have, its own investment-inducing offices 
in Brussels, America and Japan- as well. 
There should be some changes in the way 
aid is administered: for instance, a single 
body should manage both automatic 
grants and selective aid, now handled by 
the industry department’s regional offi- 
cials and the Welsh office respectively. : 
But above all, there should be no cut in 
the cash. 

Whitehall, which knows that a good 
deal of regional aid merely rewards com- 
panies for going where they would go 
anyway (and which spent some years 
reining in Scottish ambitions and rivalries 
abroad) is unlikely to be convinced. _ 

Yet the Welsh have a point. Even after, 
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Are private schools good value? 


“You want the best for your child.” So 
says a new publication from Britain’s 
independent schools. But must you buy 
“the best”? And at what price? 

Independent schools remain popular 
with parents. Falling birthrates may re- 
duce the nation’s school rolls by perhaps 
15% in the next 10 years. But in the 10 
years to 1983, while the number of 
children in public-sector schools fell by 
10%, it fell only 4.6% in the indepen- 
dents. Last year, for the first time since 
1981, private-sector numbers rose, and 
the schools’ marketing men expect them 
to go on rising. 

Marketing has brought success. For 
example: 

@ There are more girls in the private 
sector. Ten years ago, only 37% of 
pupils were female; today, 42%. 

@ New parents have been tempted in. 
An insurance company specialising in 
school-fee planning says that since 1982 
the number of fee-paying parents who 
were not themselves educated privately 
has risen by 37%. 

@ Foreign students are keenly recruit- 
ed. Numbers have gone down (blame 
politics in Nigeria and Iran), but the Gulf 
and East Asian markets are buoyant. 

But beyond the rosy figures lies an 
uncertain future, for two reasons. First, 
the cost of private education is increas- 
ing. For the past five years school fees 
have risen faster than the rate of infla- 
tion. Average fees per term at the 200 or 
so schools in the headmasters’ confer- 
ence are now £1,325 for boarders and 
£762 for day pupils. Increasingly, parents 
are looking to others for help. 

The main providers are grandparents, 
using tax-avoiding covenants, but the 
law also assists by allowing independent 
schools charitable status. Remove that 
(as the Labour party is pledged to do) 
and fees will go up again. This year’s 
budget did not help either. Abolishing 
tax relief on life insurance has hit the 
most popular tax-planning device for 
fees. 


hefty job losses, they are more dependent 
than any other part of Britain on the very 
basic industries of coal and steel—and if 
the coal board is ever to make economic 
sense, it will have to shut many of its 
South Wales pits, whose operating loss, 
£113m for 23,000 miners in 1982-83, was 
not far short of that year’s entire Welsh 
intake of regional grants. Unlike the 
Scots, the Welsh have no oil, only a tiny 
financial industry and the embryo of an 
` electronics one to make up. And to add to 
their woes, their farmers, the ones who 
recently besieged Mr Michael Jopling like 
Breton cabbage-growers, will be harder 
hit than most by the imposition of milk 
quotas. 
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The stock response of the lobbyists is 
to say that enough parents will always 
beggar themselves for the benefits of 
private education. The second uncer- 
tainty concerns those benefits. There has 
been no economic research on the rates 
of return to investment in private educa- 
tion, but recent sociological work dem- 
onstrates that private education alone 
does not guarantee worldly success. 

What of the intangibles? The camara- 
derie and cold showers of the dorm? 
Forgef it. Boarding is on the way out. It 
is expensive, and less appealing to the 
“new” fee-paying parents. But the real 
catch is that a comparison between the 
private and state sectors no longer pro- 
duces predictable results. 

The realists in the private schools 
know that comprehensive secondary 
education, with all the upheaval and new 
ideas like mixed-ability classes that it 
brought, gave them a once-for-all wind- 
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Eton celebrates the Fourth of June 2 


Like everywhere else, the Welsh econ- 
omy is moving up-market. There is some 
fairly basic Japanese electronics—Hitachi 
is busy losing about a third of its South 
Welsh workforce in order to survive. 
There are some high-tech small compa- 
nies such as Lion Laboratories, who make 
the ill-fated police Intoximeter at Barry, 
or Robertson Research, a North Wales 
geological firm recently launched with 
much eclat on the unlisted stock market. 
If Sir Clive Sinclair’s electric car ever 
happens, it will probably be built in part 
of a Hoover plant at Merthyr Tydfil. Far 
bigger than any of these are the state- 
owned chipmakers Inmos, at Newport. 
The Welsh Development Agency is trying 


fall. But in many areas, especially the 
affluent shires, the state schools have 
now settled down. Already, there is talk 
that independents are finding life tough - 
in Buckinghamshire and Bedfordshire. 
That walking paradox, Sir Keith Joseph, 
the education secretary, is not making 
their life easier. He is, rightly, concen- 
trating on raising standards for the 94% 
of children in the state sector. His efforts 
to increase parent power, reduce that of 
“progressive” teachers, and fund tech- 
nological education may soon make 
themselves known to the upwardly mo- 
bile young parents who have been per- 
suaded to pay for schooling. If true 
comparisons could be made between the 
examination performance of state and 
private schools—at present only the for- 
mer have to publish their results—many 
of the smaller independents would not 
look too good. 

All very well, say the sceptics, for 
those who have nice suburban or country 
homes. But what do you do about 
schooling if you are stuck in the inner 
city? Some help may come from thé 
assisted places scheme, which Sir Keith 
introduced in 1981. This now helps with 
the school fees of 17,000 children. 
Though highly controversial (the state 
schools said they wé¥e “losing their . 
cream, and some independents worried 
about state control), the scheme has 
taken off. By 1988, it is estimated that 44 
independent schools will have over 40% 
of their pupils on the scheme. 

Assisted places have been snapped up 
by the old direct-grant schools—many of 
them once city grammar schools—forced 
into independence by the Labour gov- 
ernment in the 1970s. The Labour party 
is committed to ending the scheme, 
which would mean closing many schools 
which have, for centuries, educated the 
brightest children of the working class 
free. That would be stupid. The smart 
policy for Labour would be to flow with 
the tide and foster centres of excellence 
in the state sector as well as allowing 
them to exist among the independents. 
The smart policy for Sir Keith is to beat 
Labour to it. 


to add its push, with a new subsidiary, 
Wintech, intended to link industry with 
academe. 

But the reality is that almost anything 
Wales can offer the businessman, over a 
shaky Severn bridge or the second-rate 
roads of north Wales, is on more conve- 
nient offer in the West Midlands or along 
the English length of the M4. All except 
regional aid. 

All that does not prove the Welsh case. 
But this is not the first time that Thatcher- 
ism, even the milk-and-water version of 
the government’s December white paper 
on regional policy, has provoked Mrs 
Thatcher’s natural supporters in the prov- 
inces. She might think twice about ignor- 
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ing them, as she has thought several times 

-in Scotland. Wales can never carry the 
f political clout that Scotland does, but 
_ there are still 14 Tory seats there to 
~ defend, and several of the 24 non-Tory 
~ ones to go for. 





k London’s roads 
_ Worse is better 





|More fun from the Greater London 
` Council (GLC). Motorists entering Lon- 
ne __ don from the west drive along the A4, a 
`. six-lane highway. But last month the 
& - GLC, London’s strategic highway author- 
k ity, cut the east-bound lanes from three to 
two at Baron’s Court, five miles from 
~ central London. The supposed reason for 
| this six-month experiment was to let mo- 
- torists turn right at one point. The result 
' — was a traffic jam which London’s press 
| claimed as “Europe’s longest”; fuming 
motorists; an angry letter from the chief 
‘executive of British Airways, defending 
_ passengers coming in from Heathrow; 
-~ and much bluster from outraged of West- 
: minster, otherwise known as Mr Nicholas 
Ridley, the transport secretary. 

This week things eased a bit, as the 
council at least allowed traffic going 
‘straight through to use the right-hand 

___. lane. But things may be getting not better 
but worse. 

ë For the past three weeks, motorists 
; despairing of the A4 have left it at Ham- 
À mersmith Broadway, just before the new 
E scheme, and already London’s third busi- 
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est traffic interchange. For years, GLC 
: bureaucrats have been working out how 
©- to speed the flow of traffic through Ham- 
|. mersmith. Locals were not happy with 
road widening (though the local borough 
: council was), so last week GLC politi- 
cians told their officers to stop trying to 
~. improve the traffic flow, and do more 
-work instead on a scheme that would cut 
| capacity by 15%. If that plan is approved, 
~ and if the A4 scheme becomes perma- 
“nent, an escape from the present chaos 
will be effectively blocked. 
_ Big ifs, given the government wants to 
abolish the GLC altogether, and take 
over its strategic highway rights itself. 
- And the fight over abolition, many think, 
lies at the heart of the A4 experiment. 
__ The jewel in the GLC’s crown is London 
_ Transport. Mr Ridley wants that too, 
which gives the GLC an incentive to show 
him, and Londoners, what a splendid job 
_ present management is doing—so splen- 
did that it took double-page spreads in 
The Times. and Telegraph this week to 
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E -~ show it. Since fare cuts and the introduc- 
g tion of travel cards, the GLC says that 
| passengers have increased by 16%, and 
F: car commuting been cut by 10%. If yet 


y. 








more people can be frustrated out of cars * 


onto public transport, so much the better. 
The GLC leader, Mr Ken Livingstone, 
has come close to admitting that this was 
the intention. There was, he said on a 
radio phone-in, “an element of making it 
difficult so that people leave their cars at 
home”. Which may be a good aim—there 
is excellent rail and underground trans- 
port to London from the west—but what 
a way to doit. 


Dairy farming 
Jopling’s shambles 


It is not only Britain’s dairy farmers who 
are getting angry with Mr Michael Jo- 
pling, the minisfer of agriculture, over the 
introduction of the new EEC milk quotas. 
Tory back-benchers are not best pleased 
at the mounting discontent among their 
constituency stalwarts. Farmers are mut- 
tering that in Mr Peter Walker they had a 
minister who won their battles and they 
now have one who does not fight them. 
Mr Jopling started on the wrong foot 
when he told the commons on March 14th 
that the agreement on milk quotas he had 
made in Brussels was “a historic step 
forward”. Few farmers saw it that way— 
and since then the introduction of the 
scheme into Britain has been a shambles. 
The new quota system came into opera- 
tion on April 2nd, the day after its 
principles had been agreed by European 
agriculture ministers and four days before 
the EEC commission’s draft system for 
running it had even been discussed. Mr 
Jopling’s first decision was to choose 1983 
rather than 1981 as the base year. The 
National Farmers Union had wanted an 
average of the three years 1981-83. The 
total dairy quota set for the United King- 
dom was 15.7m tonnes, and the cut or- 
dained by Brussels would have meant a 
reduction of just over 1m tonnes or 63% 


Who’s milking whom? 
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of the 1983 deliveries. Not until April 
14th did Mr Jopling decide to go for a 9% _ 
cut initially, so that he could. have the 
balance of 23% to allocate to special 
cases. 

Farmers who exceed their individual 
quotas, of which they were not told until 
late April, will pay a “superlevy”’ which 
could be as much as 122%. of the price 
they normally get for their milk. The first 
superlevy was to have been payable in 
July. It has had to be postponed until 
November. But that has not stopped a 
few farmers panicking and pouring their 
surplus milk down the drain. 

Farmers will be able to appeal on 
grounds of hardship or special circum- 
stances to their local agriculture ministry 
offices for extra quota. Most will do so. 
Still-discontented producers will beable 
to appeal to an independent board, whos 
details have not yet been worked out. Bu 
the 4,500 farmers who sell most of their 
milk direct to the public, as milk, cream, 
butter or cheese, still have no idea of their 
quotas for the current 12-month period— 
of which two months have already passed. 
The ministry belatedly discovered that 
the EEC commission had used the wrong 
figures to allocate Britain’s global quotas 
between dairy and direct sales, and that 
200,000 tonnes which should have gone to 
the direct sellers were allocated to the 
dairy sector. The Brussels regulations will 
now have to be amended. 

Another controversy has been whether 
quotas should be tradeable directly be- 
tween farmers. That should mean pro- 
duction going to the most efficient farm- 
ers. But Brussels has said no to tradeable 
quotas, and decreed that quotas should 
be tied to the land rather than the farmer. 
This has delighted the Country Landown- 
ers Association, which speaks for Brit ` 
ain’s landlords, and infuriated the NFU 
which represents tenant farmers as well as 
owner-occupiers. 

The commission regulations do allow 
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Whitehall (or the milk marketing boards 
on its behalf) to move quotas between 
producers. But the ministry has not yet 
consulted its lawyers as to exactly how 

_ this could work. Meanwhile, to calm 
small producers, Mrs Thatcher has told 
the chancellor to give the ministry £50m 
spread over five years to induce some 
farmers to give up milk production entire- 
ly so that small farmers can get an extra 
quota. 

The best way of allocating that money 
would have been by farmer tender. This 
would have maximised the total quota to 
be bought with Mr Lawson’s bounty. 
Instead the ministry has arbitrarily fixed a 
payment of 13p per litre of quota surren- 
dered, which works out at £650 for an 
average cow, payable in equal (taxable) 
instalments over five years. But details of 
“bis scheme too are still to be worked out. 

will be July before applications are 

‘invited, and farmers will then have six 
weeks to apply. Small producers’ bids will 
be accepted first. If the offer is taken up 
fully, it, will give Mr Jopling an extra 384m 
litres of quota to allocate among the 38% 
of herds with fewer than 40 cows. 

Whitehall is determined that neither 
those who sell their quotas nor members 
of their families—so far undefined—will 
be allowed to produce milk again any- 
where in Britain. Meanwhile the ministry 
is still registering new milk producers, 
although it is likely they will not get a 
quota and thus be bankrupt from the 
Start. 

The small farm-gate sellers are also 
seen as a problem. Whitehall is deter- 
mined to track down those farmers and 
ensure that their sales are registered with- 
in the quotas. All this policing will need a 
fresh bureaucracy. 


__hildren in care 
Legal birds’-nest 


On May 27th, a handful of new rules came 
into force for dealing with children who 
cannot, for one reason or another, be 
looked after by their parents. New? Well, 
not exactly. They are a final spattering of 
measures left over from the 1975 Children 
Act; otherremnants from the act have been 
cominginto force over the past few months. 
Atthe same time, the government has been 
tinkering with its 1980 Child Care Act, by 
adding various chunks to it under the cover 
of yet another act. Small wonder that the 
house of commons committee on social 
services has recommended that child care 
law should not, in future, be made in 
instalments. 

The subject is a legal bird’s-nest. There 
are currently more than a dozen methods 
by which children may come into the care 
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of a local authority. Around two thirds 
are received into care “voluntarily”. The 
remainder—and the group most likely to 
stay in care for more than six months— 
are committed to care by a court during 
domestic, criminal or care proceedings. 
The rights and duties of parents, children 
and local authorities vary depending on 
how the child enters care. 

This year’s new regulations, like most 
past reforms, stem from a collection of 


The fledglings 


woolly good intentions. They cover sub- 
jects ranging from the appointment of 
guardians ad litem to represent children’s 
interests where they may conflict with 
those of parents, to provision for access 
orders, for which parents can apply to a 
court when a local authority denies them 
access to their children. The government 
had to act quickly on access because 
Europe was tripping on its heels; two 
fathers have recently taken their com- 
plaints to the European court of human 
rights in Strasbourg. 

The best way of clearing up at least the 
practice of child-care law would be to 
create a family court of the kind suggested 
by numerous committees—and spurned by 
numerous governments—in the past. Less 
radically, the lord chancellor’s office has 
suggested bringing together the family 
divisions of the high court and county 
court. Failing such a rejig, the commons 
committee suggests at least bringing to- 
gether the rules on referral to care so that 
the grounds are the same in each case, and 
depend solely on the welfare of the child. 

Most debate on children in care has 
centred on the balance to be struck be- 
tween the rights of natural parents and the 
rights and welfare of children themselves. 
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The trend in recent years has been to place 
increasing emphasis on the long-term wel- 
fare of children, in particular by encourag- 
ing fostering rather than residential care 
wherever possible. The proportion of 
children in care who are boarded-out with 
foster parents rose from 32% in 1973 to , 
41% in 1982. Good news—but not without 
problems. It has proved difficult to find 
suitable foster parents. And many parents 


feel that fostering is one step farther away ~ - 


from a return to the home, and can 
undermine the value that should be placed - 
on the family. 


Women at work 


Still a man’s world 


Are women emerging as Britain’s new . 
working class? Quite possibly, to judge 
from the findings of a meaty tome* pub- 
lished this week jointly by the Depart- 
ment of Employment and the Office of 
Population Censuses and Surveys. Their 
detailed study of the lives of some 5,588 
British women of working age in 1980 _ 
confirms that the numbgr ef years women 
spend in employment is rising with every 
generation. It also suggests that the quali- 
ty of the jobs many women do is only 
marginally better than being stuck at 
home all day with the kids. 

Two out of three of the women in the ` 
sample had paid work, 56% of them full- 
time and the rest part-time. Almost all 
the others had young children, and ex- 
pected to go back to work eventually. 
That is not new (although many people 
think it is): over 90% of women who had 
their first baby back in the late 1950s or 
early 1960s subsequently returned to paid 
work. What has changed is the time they 
stay at home: about 73 years on average 
between the birth of the last child and the 
return to work in the early 1950s, just 
over 33 years in 1975-79. 

At the same time, more and more 
women make a brief sortie into the job’ 
market between babies. The rise in fe- 
male employment in the 1960s and 1970s, 
it would appear, was not so much because 
more British women were going out to 
work but that they were spending more of 
their lives at work. 

This pattern of intermittent employ- 
ment has always made it hard to define 
female unemployment in the same terms 
as male. Of those women whom the study 
found not in paid work, four out of five 
claimed not to want a job at that stage of 
their lives—but some did go back to work 
quite soon, for instance because a previ- 


* Women and Employment: a Lifetime Per- 
spective. By Jean Martin and Ceridwen Rob- 
erts. HMSO £9.50. 
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~ It’s better than nothing 


ous employer kgd them. Most of the 
remaining one fifth said they would like a 
job—but only half this group were regis- 
tered as unemployed. 

So much for the quantity; what about 
the quality? Young childless women are 
less enthusiastic about having a job than 
are women who have gone back to em- 
ployment after a spell at home. But the 
latter are much more likely to go back to 
part-time than full-time work. And 45% 
.of those who go back part-time find 
themselves moving down the occupation- 
al ladder, into jobs which are worse paid 
or duller than those they had before their 
children were born. 

Once back at work, seven out of 10 
women part-timers are in jobs where only 
other women do the same sort of work. 
Asked why there are no men working 
beside them, these women typically reply 
that the job is too boring or too badly 
paid, or both. 

_ For the average woman part-timer, the 
job market looks a highly segregated 
world. Few of the supervisory jobs are 
_ done by women, fewer still of the higher 
- managerial ones. For their husbands, oc- 
cupational segregation is greater still: 
81% said they worked only with other 
men. “‘It‘is likely”, say the authors of the 
report (both women), “that this experi- 
ence shapes men’s attitudes towards 
women’s abilities as workers”. _ 
@ Women do worse than men also when 
they retire, says the Equal Opportunities 
Commission in its evidence to the govern- 
ment inquiry on provision for retirement, 
published on Thursday. Their interrupted 
working lives and their concentration in 
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part-time jobs make it hard for them to 


* build up adequate pension rights. Quite 


true: but their greater longevity also 
means they do better than men per penny 
of contribution. Giving equal pension 
rights to people with such different pat- 
terns of working life is more complicated 
than the commission suggests. 


Liverpool football club 
This is why 


Foreigners, southerners, cricket-lovers 
and members of the polo-playing classes 
start here: Liverpool are the greatest. 

It is not just their fans who say that 
about the football club that won the 
European Cup, after a hair-raising penal- 
ties shoot-out, against the Italian club 
Roma in Rome on Wednesday, having 
already won England’s _first-division 
championship and Milk Cup. The statis- 
tics prove it. 

In the past eight seasons, Liverpool 
have won the European Cup, highest- 
ranked of the three Euro-trophies, four 
times; a record only bettered by Real 
Madrid at the start of the 1960s. They 
have won the English league champion- 
ship in eight of the past 12 seasons, the 
Milk Cup in each of the past four seasons. 
Only the FA Cup has remained elusive: 
Liverpool’s last win was 10 years ago. 

But statistics are only half the story. It 
was characteristic of Liverpool that—for 
once, in the dismal record of English 


football faris travelling abroad—the vio- 
lence after Wednesday’s match was whol- 
ly the fault of the Roma fans, who are to 
that city what those who follow Chelsea 
or Spurs are to London. Liverpool’s faith- 
fuls, whether away or gathered on their 
home stronghold, the Kop, are another 
breed. This year’s Milk Cup final in 
London, between Liverpool and their. 
next-door rivals, Everton, could have 
been policed by a troop of boy scouts; a 
similar local derby between two London 
clubs would have needed armoured cars. 

It doesn’t sound much like Merseyside, 
scene of dreadful slums, mass unemploy- 
ment and the Toxteth riots, does it? The 
explanation is that Liverpool are indeed a 
club, in the old sense of the word, an 
institution whose players and fans would 
feel ashamed to let it down. Its team has a 
captain—currently Mr Graeme Soi 
ness—not just a player who happens to t 
holding that title. The club has had only ` 
11 managers in the 92. years of its 
existence. 

The present one, Mr Joe Fagan, took 
over this season—but he has been with 
the club 25 years. His team’s triple suc- 
cesses were acknowledgedly built on 
those of his predecessor, Mr Bob Paisley; 
and his in turn on those of the most 
famous and best-loved of the line, Mr Bill 
Shankly. Shankly, though he retired just 
before its greatest years, was the father of 
his club; and at the match played in 
mourning just after he died two seasons 
ago, little children wept—titerally—on 
the terraces and in the streets. 


A new finger on Britain’s pulse 


Soap-sellers, vote-catchers and even pol- 
icy-makers will in years to come have a 
respectable new resource with which to 
back or drop their hunches. The official 
(and wonderful) compendium, Social 
Trends, yearly gleans the field of govern- 
ment statistics to show what has been 
happening to the British way of life. Now 
a private body, Social and Community 
Planning Research, has raised the money 
for a series of annual reports* on what 
the British think, and what they would 
like to happen next. 3 

A large and meticulous survey of opin- 
ion, taken a year ago, shows people 
willing to increase social spending, par- 
ticularly on health, education and pen- 
sions. More surprisingly, they also ap- 
pear ready to pay the cost. 

Those surveyed think politicians pay 
too much attention.to their parties, too 
little to their constituents. They are real- 
istic, not to say gloomy, about Britain’s 
economic and social prospects: the poor 
expect to get worse off, the rich to get 
richer, and everyone expects there to be 
more terrorism and riots. But an acci- 


dent at a nuclear power station is 
thought on the whole unlikely, and a 
domestic revolution even less so. 

The British emerge as a conservative 
and tolerant people, wishing to preserve 
free speech even for those whose views 
they heartily dislike. 

All this must, of course, be taken with 
the usual pinch of salt. Even the best 
pollsters do not always get honest an- 
swers: people, for instance, overwhelm- 
ingly believe most of their neighbours to 
be racist, but deny being so themselves. 
That is no reason to discount this useful 
work. It is to be redone yearly on the 
same basis. Some results will be avail- 
able before the whole volume is. But the 
changes in the mood it detects will be 
more valuable than the findings for a 
single year. The compilers’ problem will 
be to resist the temptation to refine their 
questions, thus probing ever deeper into 
the British social consciousness but los- 
ing sight of the way it is shifting. 


* British Social Attitudes: the 1984 report. Gower 


Publishing. £18.50 hardback, £9.95 paperback. 
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The above comprises an abridged financial statement, subject to audit. The annual accounts : will b 
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ULSTER SURVEY 


The trouble with Ulster 


The British government has been the reluctant direct ruler of the 
province of Ulster for 15 years. A Mori poll for The Economist 
published this week (see next page) shows only 19% of British 
respondents happy with this state of affairs. Under one third now 
think Ulster should remain part of the United Kingdom. They are 
~ not alone. The British government, the Irish government and the 
` Catholic and Protestant communities in Ulster would all like to 
see the British presence reduced, if not ended. They cannot 
agree on how. The Ulster secretary, Mr James Prior, is so fed up 
he last month promised his early resignation. Our political editor, 


Simon Jenkins, examines why. 


Ulster is Europe’s most famous running 
sore. Its record of bigotry, economic 
hardship and sporadic violence is com- 
mon to many communities—Lebanon, 
Spain, Canada, Nigeria—with little in 
common except a divided population be- 
queathed them by history and an inability 
to resolve that division peacefully. They 
also share a distorted image to the outside 
world. Ulster is regarded—and regards 
itself—in a mirror held up for it by the 
news media. Every new ailment is exag- 
gerated and any convalescence or cure 
ignored. Some initial correction is 
necessary. 

Ulster contains 1.5m people: roughly 
the same as West Berlin, a little smaller 
than Merseyside. The population is con- 
centrated in Belfast and Londonderry, 
the former a handsome Victorian city set 
in a semi-circle of hills overlooking Bel- 
fast Lough, the latter guarding the ap- 
proaches to the Donegal mountains, its 
churches, ancient walls and streets as 
_ beautiful as any in Britain. Parts of inner 

Belfast are certainly depressing. But 
_ planning blight and urban motorways are 

as much to blame as sectarian violence. 
Although the province has its share of 
. “obsolescent” property, its modern coun- 
cil estates are fortunate in dating not from 
the high-rise 1960s but from the late- 
1970s, when scale and sensitivity returned 
to: architectural fashion. Ulster’s smaller 
towns are blessedly free of the tower- 
block development of their English 
equivalents and they are set in a country- 
side which has yet to succumb to indus- 
trialised agriculture. From the glens of 
Antrim to the valleys of Tyrone, the 
landscape is a patchwork of fields, hedges 
and woods of startling beauty. 
The province now has the most exotic 
leisure facilities British money can buy. 
_ The Grand Opera House in Belfast has 
been magnificently restored. The Ulster 
Museum is the best outside London. 
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Belfast is visibly the city of its world 
image only round the “peace” barricades 
of the Falls and in its gated central 
district. Sadly both are just five-minutes’ 
camera haul from the journalists’ favour- 
ite Forum hotel. 

Ulster thus presents a constant clash of 
preconception and reality. Mention the 
place in Paris or Washington and the 
reaction is “violence’’. In fact, it could 
claim a place in the record books for 
passivity. Although the murder rate (6 
per 100,000) is above London’s, in 1981 it 
compared with 25 in New York, 35 in 
Washington and 42 in Detroit. Even these 
murders were almost all of people directly 
concerned with the troubles. Street crime 
and violence are below levels in Britain 
and most of Europe. Certainly armed 
police and fortified police stations are an 
ubiquitous reminder of communal con- 
flict, but the battle is more against the 
image than the fact of violence. 

So what is wrong? Self-analysis is Ire- 
land’s growth industry. Is there really a 
link between violence and industrial col- 


The six counties 


Ulster’s nomenclature reflects its prob- 
lems. In this survey, the six counties of 
Northern Ireland carved out of historic 
“Ulster” in 1921 are referred to as Ulster 
or Northern Ireland or “the province”. 
Ulster is a component of the United 
Kingdom of Great Britain and Northern 
Ireland. Ulster Unionists regard them- 
selves as British. But Britain and British 
are terms regularly used by Catholics, 
Protestants and virtually everyone else 
as referring to “mainland Britain”, in 
contrast\to Ulster (the alternative “En- 
gland” being misleading). That usage is 
followed here. The rest of Ireland is 
referred to as either the south or the 
Republic. 


3 pe FP bs f ; 
Carson was right: Ulster fights 7 


lapse? Is direct rule the cause or conse- 
quence of Ulster’s political immaturity? 
Is it political Catholicism which makes 
Protestants so extreme, or vice versa? 
Like an Irish fiddler’s air, such questions 
take on a life of their own, swirling into 
the night over the Guinness in bars from 
Belfast to Dublin. They are silenced only 
by exhaustion—and very rarely by the 
crack of a gun. 

Of all Ulster debates, the issue of the 
British connection is the most vexed. For 
those who reject British sovereignty, 
there is no argument. For the rest, tk 
extent and nature of the connection 
fiendishly complicated. It has taxed, and 
defeated, the greatest statesmen of Brit- 
ish history, including Gladstone, Lloyd 
George and Churchill. No one can tread 
boldly where they stumbled and fell. The 
debate enjoys moments of apparent fluid- 
ity—1969, 1974, possibly today—but is 
essentially a zero-sum game in which no 
one can win but someone else loses. 
Solutions are two a penny, but the Irish 
take a devilish delight in knocking them 
down: Any attempt to be constructive is 
an invitation to punishment. 

The assumptions in this survey can be 
briefly stated. It is addressed not to the 
issue of Ulster’s British connection—for 
the present that is rooted in majority self- 
determination—but to. the evolution of 
that connection in recent years. Britain 
clearly has the resources to “‘direct rule” 
Ulster for ever, but very few people 
regard that as desirable. The question is 
therefore how can Britain disengage from 
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et observers is based ¢ otia a deceptively 
simple. syllogism: it was British neglect of 
nionist misgovernment which led to 
i lence in 1968; it was com- 
munal violence which led to economic 
and political collapse; therefore it was 
+. British neglect which led to economic and 

f Painen coapse. Policy then. puts the 














st of the past century, “Ulster’s 
| economy was built on two prod- 
hich the United Kingdom led the 
orld, textiles and shipbuilding. Even 
waiter the second world war, when the 
`, north of England began to feel the com- 
-. > petitive pinch, Ulster retained its vitality 
for nearly 30 years. In the 1950s and 1960s 
~ it persistently out-performed the British 
as ‘economy. Firms such as ICI, Du Pont, BP 
and Michelin set up. plants there. The 
> textile. industry diversified into synthetic 
a fibres. and carpets. Shipbuilding and engi- 
neering were still expanding in.the early 
1970s. Per capita gdp was rapidly catching 
up with that of Britain. 
-< Suddenly it all came to an end. From 
‘the mid-1970s, almost every indicator of 
_.. growth and «prosperity began to slide, 
_ “notably such indices as capital formation, 
By manufacturing output and new job cre- 
“ation. Ulster’s two staple industries 
~ proved especially vulnerable to low-cost 
competition from Asia. Employment in 
textiles fell from 65,000 in 1950 to 9,800 in 
-1981 and in shipbuilding from 25,000.to 
-500 (it is now 5,500). The Northern 
"ireland index of industrial production 
-peaked in 1973 and has since fallen, not 
only absolutely, but also relatively to the 
rest of the United Kingdom and the rest 
of Ireland. ; 
This industrial decline has not been 
‘ matched—as in some high-growth econo- 
mies~—by expansion in the service trades, 
though there has been considerable 
th in such public-sector activities as 






































1 the ‘unemployment tate. As 
21% of the workforce is at 


"TTY. district, the rate is 30% and 
ané 42%, with the male rate at 


. by- cross-border- ‘migration, 
_.. probably 100,000’ unemployed in a poten- 
tial workforce of little over 500,000. 


_ Only the expansion in government jobs 
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“arntthent into reverse: “Britain 's negl 
of Ulster must be rectified by political and 
economic involvement if communal vio- 
lence is to be ended. Unless it is ended, ; 


Even allowing for the black econo- - 
and the distortion of statistics caused | 
‘there are | 


there can be no recovery. 


This chain of reasoning is a sequence of 


links, some strong, some weak, all con- 
straining policy to the point of paralysis. 
This survey starts with the question of 
economic collapse; progresses to politics 
and ends in the thicket of solutions. 


pendence or bust 


n money, not bombs and bullets, has dominated Ulster’ s 
r the past decade. To what effect? 


over the past decade (now accounting for 
37% of total employment, against 20% in 
Britain) has: saved Ulster from even worse 
unemployment. Most of these jobs have 
been in social services and in security. 
However, increasing real incomes have 
also led to-a rise in the service sector 
generally. While employment in manu- 
facturing has fallen since 1968 by 40%, 
faster than in any other region of the 
United Kingdom, employment in service 
jobs has risen by 21%. This is more than 
double the Welsh and Scottish rates and 
above even the booming East Midlands. 
This reflects the high spending power in 
the economy; It hardly denotes poverty. 








A mood of public exasperation emerges 
from The Economist/Mori poll of opin- 
ion in Great Britain on the problem of 
Ulster. The most remarkable feature of 
the poll is that its findings are almost 
identical to those of a similar poll exactly 
three years ago. 

On the most sensitive issue, British 
troop withdrawal, 22%. are now in favour 
of immediate withdrawal with a further 
31% favouring withdrawal “within a pre- 
set time period”. Only 38% felt British 
soldiers should be kept there as long as 
violence continued. These are roughly the 
same percentages as in 1981. 

Respondents were asked whether con- 
tinuing IRA violence in-either Ulster or 
Britain made them more or less willing 
to keep troops in the province. The 
dominant reply was less willing in both 
cases (42% if the violence is in Ulster, 
37% in Britain). 











thought violence in the province had 
actually increased over the past five 
years, against only 11% who thought 
(correctly) that it had decreased. This is 
a measure of the government's failure to 
“communicate the success of its counter- 
-terrorist tactics. However, it contrasts 
: with Be cf of opinion on Koop 













The six counties : 








We still want to get out 


Almost half the respondents (46%) - 
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Public expenditure in 
and services, plus transfer 
now accounts for an extraordinary 
total gdp. Though definition is comp’ 
ed, the roughly comparable figure 
Britain is 42%. The Northern. 
economy is probably more dominat 
government activity than’ any ot 
gion in western Europe. Its private se 
is riddled with subsidies and the pu 
intervention which goes with them, 
intervention is not ynknown in’ 
regions of the United Kingdom, bu 
a wholly different order in Ulster... 
The reason given on all sides fo 
state of affairs is “the troubles”. Y 
precise relationship between Violen c 













withdrawal--—-a`. perception of increased 
violence might have: been expected to 
lead to a higher vote for withdrawal, 

A. similar constancy was. shown. to- 
wards the various constitutional. reforms. 
proposed for the province. As in. 1981 
less than one third (30%) felt Northern 
Ireland should remain as part of ‘the 
United: Kingdom. Union with the Iri 
Republic was favoured by 21% and “an 
independent state” by a remarkable 
31%. Over half, in: other words, 
pressed opposition to the existing Uls 
constitution, In the event of Ul err 
maining part of the United Kingdom, 
insignificant 3% said it should go t back to 
being governed by a Protestant majori 
A continuation of direct. rule receive 
19% (22% in 1981) and power sharing 
64% (61% in 1981). 

An overwhelming majority (72%). be- 
lieved that the Ulster people should have 
the right : of veto over any changes in the 
province's political status. A similar ma: 
jority regarded the United States. a 
having no useful role to play in Ulster, 

The survey was conducted. among a 
quota sample of I, 983 respondents aged 
over 15 in 175 constituencies in Britai 
between April 25 and May 5. 
© The Economist/Mori: 1984 
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“the North’s performance relative to that 
-of Britain generally.” It estimated that 
75% of the loss of growth in Ulster 
compared to the Republic and to Britain 
over the past 13 years was attributable to 
violence. This produced a total cost over 
the period of £3.4 billion. (Adding in 
rect exchequer spending, for instance 
security, the total soared to £1 billion 
nnually.) 
uch a depressing (and debatable) con- 
ion is manna to hard-pressed officials, 
industrialists and trade unionists. Minis- 
ters have been able to plead Ulster’s 
ecial circumstances” to treasury and 
et colleagues to justify higher levels 
blic spending. Officials can explain 
ach industrial failure as due to 
; poor image. Like China’s cultur- 
olution, Ulster’s troubles have be- 
the policy-makers’ Great Exonera- 
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zan they beʻhefd so much to blame? 
at the early 1970s was a statistical 
irning point for Ulster industry is incon- 
rovertible. It was doing markedly better 
an both Britain and the Republic before 
970..From then on, the Republic’s in- 
estment in industry doubled in relation 
output, while Ulster’s was halved. 
nfortunately for the statisticians, the 
rst period of unrest coincided exactly 
h the oil crisis of 1973. This inevitably 
a severe impact on Ulster’s relatively 
ditional industrial base, especially giv- 
its location on the periphery of the 
itish and European markets. ‘Shipping 
d synthetic fibres are strongly oil-relat- 
. In addition, the Republic in the 1970s 
as entering a period of dramatic indus- 
expansion from a lower relative base 
Iste 








0, Ulster’s economy was not 
ally as unsuccessful as is sometimes 
etween 1970 and 1979, Ulster’s 
ı rate was marginally behind Brit- 
Ys but was not performing appreciably 
worse than other regions of the United 
ingdom.. Over the. whole period of the 
yubles, the average. growth rate has 
en 0.5% a year, compared with Wales’ 
9%. The province had plenty of private- 
ctor’ industries at this time, including 
e type supposedly needed to restructure 

economy: ‘chemicals, synthetic fibres, 


London SWI. 


act on the regional economy and 
ncluded grimly that it had been “the - 
dominant factor in the deterioration of- 


refineries, automobile parts. As the 1970s _ 
progressed the problem was not getting | 
new industries to come to Ulster—consid- Lø 
*Report and research documents available free 
from Irish. Embassy, 17 Grosvenor Place, — [ia 





ti de—it was 
iere. This was more a 
ic performance than of 










‘international image: 


< Ulster’s industry in the 1970s was char- 
acterised by an upward drift of wage costs 
as unions struggled to achieve parity with 
their British counterparts. Ulster’s indus- 
trial earnings were actually rising faster 
than Britain’s: they were 87% of the 
British level in 1971 and 92% by 1979. Mr 
John Simpson of Queen’s University has 
shown that Ulster’s wage costs'per unit of 
output rose by 148% between 1973 and 
1979. This compared with 134% in the 
United Kingdom as a whole and 100% in 
West Germany (in sterling terms). 

What impact this declining competi- 
tiveness may have had on investment,-or 
disinvestment, is hard to determine but it 
cannot have helped. It was not Ulster’s 
only handicap. The character of the man- 
ufacturing expansion in the 1970s was 
clearly vulnerable. High initial capital 
grants encouraged the building of expen- 
sive plants by international conglomer- 
ates, usually with a high import and 
export component. These factories, such 
as those set up by Enkalon at Antrim and 
Courtaulds near Londonderry, were cost- 
ly to maintain and did little to restructure 
the domestic economy. They drew on the 
province’s limited pool of skilled labour, 
yet were in no sense part of its entrepre- 
neurial base. Both technology and man- 
agement tended to come from outside the 
province, 

When costs began to move in an ad- 
verse direction in the late-1970s, such 
multinational plants were closed by “re- 
mote control”, leaving nothing but a hole 
in the employment market. The Irish 
Republic’s much-derided fixation with 
small electronics and computer company 
formation at least produced a labour 
force with growth-sector experience in 
the event of an individual company’s 
collapse. The second oil price rise in 1979 
and the onset of recession were the last 





North-south blues 


Industrial production 
-1960100 















tainly commu- 
id not help. Officials are 
e how poorly Ulster fared in 

ys of industrial loca- 


















vided a marginal, 0 
the Armalite, Ulster was 
meet the recession: Pa 

The province’s high unemployment 
rate is equally hard to relate to the 
violence. As long ago as 1922, registered 
unemployment constituted 22% of the 
insured population, eight percentage 
points higher than for the United King- 


‘dom as a whole (see chart on next page). 


In the supposedly prosperous 1950s and 
1960s, the unemployment rate was be- 
tween three and five times the United 
Kingdom average. Since the early 1970 
it has actually: fallen to just twice, admic- 
tedly because of higher United Kingdom 
rates. Ulster’s endemic unemployment ° 
may have something to do with sectarian- 
ism, but it cannot be related statistically , 
to any upturn or downturn in the level of 
communal violence. 
Florence Nightingale or 
drug-pusher? sg 
The role of the public sector -is.more | 
complex, and inevitably more controver- 
sial. To most ministers and officials, the ` 
British taxpayer has been Florence Night- 
ingale to a bad case of structural obsoles- 
cence. Even many advocates of the 
“stand-on-your-own-feet” cure baulk at 
suggesting it for Ulster. Yet to others, 
including many in both parts of Ireland, a 
very different metaphor is appropriate: of 
the British taxpayer as drug-pusher to an 
addict reeling froma constant overdose. =- 
Again, not much is new. Ulster hi 
enjoyed a-net inflow of funds from the- 
British exchequer ever since the 1930s. Its 
needs were greater than it could ever 
recover from local revenues. Given: its 
semi-autonomous constitution, a sum 


to its account each year. What | 
the size of this subvention: It he 
from £48m in 1965-66 to £94m 

the troubles began in 1970-71. Since 
the sky has been its only limit. 
billion in 1982-83, with anothe 


te: gen unfairly. 
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Some informed opinions. 





-66 J have come to the 
_ conclusion that there must 
_ be two different places called 
_ Northern Ireland. The first 
Sie I come to regularly — a 
place I enjoy — the beautiful 
country and the wonderful 
people. The second is the 
place I read about in the 
papers. 99 
CALVIN SHOLTESS, PRESIDENT 
AND CHIEF EXECUTIVE OFFICER, 


HUGHES TOOL COMPANY, 
HOUSTON, TEXAS. 


~ @@ To compete with the rest 

~ ofthe world we need not only 
the latest technology but 
people who will adapt to it. 
We have both in Northern 
Treland.99 


DAVID ALLIANCE, 
GROUP CHIEF EXECUTIVE, 
VANTONA VIYELLA PLC. 


66 In our 25 years here, 
we’ve never had so much as 
a one-day strike. 9° 
JOE WILLIAMS, PLANT MANAGER, 
aa DUPONT. 
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66 New Technology? Our 
Northern Ireland workers 
take it in their stride. 99 
SEAN CURRAN, 

GENERAL MANAGER, 
STANDARD TELEPHONE & CABLES. 


66 If we had to make the 
choice again, to start 
anywhere in the world with 
the same project, Hyster 
would make the same choice. 
We must conclude we have 
been very successful. 99 
HERMAN STOOPMAN, 
MANUFACTURING DIRECTOR, 
EUROPE, HYSTER COMPANY, 
PORTLAND, OREGON. 


66 Work to the people of 
Phe Ireland is a way of 
life.99 


WALTER CARRUTHERS, 
PLANT MANAGER, 
THE FORD MOTOR COMPANY. 
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U ninformed opinions about 
Northern Ireland have always 
contrasted with the voices of 
experience. People are constantly 

rised by the numbers and quality 
of the international companies 
operating here, the scale of their 
investment and the success stories 
they tell. 

To help to improve both the 
image and economy of Northern 
Ireland, The Northern Ireland 
Partnership has been formed, 
representing all parts of the business 
and professional community. 

In June members of the 
Partnership will be coming to 
London to tell British management 
about the real Northern Ireland of 
today. 

Why not find out more about a 
place in which other people have 
invested and where people love to 
work and live? Find out about the 
generous financial incentive 
packages that make it easy to become 
profitable quickly. 


Please join us. 
igeus on the facts. 
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Few manufacturing industries are required to produce 
with the sophistication of aerospace bearings. SKF is 
among the few. 

In the field of rolling bearing science, no facilities exist 
today comparable with the SKF Engineering & Research Centre 
in The Netherlands combined with the SKF Technology Center 
inthe USA. 

The SKF high technology aerospace ‘family’ includes 
names such as: ADR instrument and airframe bearings, Transrol 
ball and roller screws and Sarma mechanical flight 
control components. 







cc'Tò achieve high performance and reliabilit 
even simple components can demand 
a level of capability and technology that 
will stretch commitment to the limit’? 


Florida to California the long 

way round. 
When NASA's Columbia and Challenger 

piggy-backed their ways into space, a new 

concept took tangible shape: re-useable 

spacecraft voyaging regularly to link up 

with structures, even entire colonies, 

built in space. 

Returning to Earth, the unpowered craft 

depends solely on its aerodynamic 

properties and the physical forces of 

friction and gravity to slow it down to a 

safe landing speed. 

SKF has contributed to two vital systems 
supplied by the Sundstrand Advanced 
Technology Group: the shuttle’s 
auxiliary power units (APUs) and its 
steering and braking system. The APUs 
are small turbines. There are two on the 
rocket and three on the shuttle. During 
flight they power hydraulic equipment, 
control flight movement, initiate landing 
functions and operate the undercarriage. 


















SKE The exact bearing-and more 








lhe shaft of each APU runs in two SKF 
angular contact bearings at 72,000 r/min. 
Made of special steel, they are fitted with 
silver-plated cages to reduce friction and 
enhance lubrication. 

During the 30 minutes between re-entry 
and landing, the shuttle speed is reduced 
from 27,350 km/h to 345 km/h, with the 
vertical stabiliser serving as a rudder or 
brake, depending on its setting. 

Four specially heat-treated bearings are 
incorporated in the drive which governs 
the movement. To save weight, these run 
directly on the shaft without inner rings. 











Non-identical twins for Boeing 
family. 

Introduction into commercial service of 
Boeing’s advanced technology 767 and 757 
jetliners within 5 months of each other 
crowned a concurrent development 
programme of new proportions for the 
industry. It also resulted in nearly 60 per 
cent of significant line-replaceable items 
being common to the two twinjet aircraft 
despite their size difference. 

Both of the 186-seat and 220-seat basic 
models have proved more fuel-efficient 
than projected, with greater range/payload 
potential. Greater use of non-metallic 
space-age materials as much as 30 per cent 
lighter than traditional materials has 
helped. So have the advanced wing-design 
and proven power plants. 

SKF aero-engine bearings are included 
in Pratt & Whitney, General Electric and 
Rolls Royce power plants used, for 
example, in the Boeing 767 and 757. 
Sarma bush rods and cable tension 
regulators used in the 767 are examples of 
airframe components made by SKE 






Flying safe in gusty winds. 
Messerschmitt-Bolkow-Blohm’s BO 105, 
first twin-turbine helicopter in the 2-tonne 
class, has a proven reputation for heavy- 
turbulence safety. It is operating under 
extreme climatic conditions in off-shore 
missions in Alaska, Canada, Norway and 
northern Scotland, and has carried out 
helipad starts and landing at wind speeds 
up to 75 knots in the Magellan Strait. West 
Germany’s aerospace group - MBB - has 
delivered this helicopter type to some 
120 customers in more than 30 countries. 
Many of the BO 105’s proven parts and 
components are also used in the larger 





type BK 117, a joint venture with 
Kawasaki Heavy Industries. 

SKF is involved with safety-critical 
components which include planetary gear 
and swashplate bearings, tail and rotor 
bearings, main transmission gearbox 
bearings, airframe bearings, flight control 
and rotor-angle adjustment rods. 


Ariane. A view from above. 


During this decade, some 200 
geostationary satellites are expected to 
be launched, a high number of these for 
communications. To compete for a 
proportion of this commercial launcher 
market and establish an independent 
launching capability forts own scientific 
satellites, the European Space Agency 
(ESA) decided in 1973 to develop the 
Ariane launcher. The three-stage, 47.8 m 
high Ariane | weighs 210 tonnes at lift-off. 
Propellant constitutes 90% 
of the mass, the structures 
and payload accounting 
for about 9% and 1% 
respectively. 

SKF companies such as 
Sarma, ADR and Transrol 
are all involved in world 
space projects. In Europe, 
for instance, Sarma 
provides ESA’s Ariane 
with brace struts and 
actuating rods. And ADR 
supplies high-tech 
miniature bearings for 
precision applications 
such as the momentum 
wheel in inertia gyroscopes 
as used for trajectory 
correction in the ISRO - 
India ‘Apple’ satellite, 
launched by Ariane. 
Between 1984 and 1986, 
second, third and fourth 
generations of Ariane will 
be launched to enhance 
the reputation of this, the 
world’s first commercial 
launcher. 
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IN AMERICA, 


THE STREETS ARE 


STILL 


They called it the land of opportunity. And it has 
never been more true. Free enterprise is alive, well, and 
working better than ever in America. 


et, seeking your fortune in 
America means more than setting 
up operations and waiting for the 
profits to pour in. 

That is where Bank of Boston 
can help. Our special group of multi» 
national officers will help make your 
way of doing business work in the 
United States. 

Through our 200 offices in 38 
countries around the world, we can 
work with your home office and 
stay at the forefront of international 
business and banking developments. 


PAVED WITH GOLD 


And, from our Boston headquarters and offices 
throughout America, we maintain a strong relationship 
with your United States subsidiary. 

As awhole, Bank of Boston's 
unique approach gives our officers 
a special understanding of your 
company’s needs, philosophy, 
and goals. 

As a result, we are better able 
to structure flexible, innovative ar- 
rangements for you-something 
we have been doing for 200 
years. 

The point is, if you are deter- 
mined to build a future in America, 
we are determined to provide 
you with the right foundation. 
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~ BANK OF BOSTON 


FAR EAST HEADQUARTERS: 3215-3219 CONNAUGHT CENTRE + HONG KONG + TEL: 5-212541 
OTHER FAR EASTERN OFFICES IN BANGKOK; MANILA; SEOUL; SINGAPORE; TAIPEI; TOKYO 


WORLD HEADQUARTERS BOSTON. U.S. OFFICES IN CHICAGO + DALLAS + HOUSTC 
BAHAMAS « BAHRAIN « BOLIVIA « BRAZIL + CAMEROON + CANADA + CAYMAN 
GERMANY + HAITI + HONDURAS + HONG KONG + ITALY + JAPAN + KOREA * LUXEMBOURG « MEXICO » NETHERLANDS 


JN + LOS ANGELES + MIAMI + NEW YORK. WORLDWIDE OFFICES IN ARGENTINA + AUSTRALIA 
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ANTILLES * NIGERIA + PANAMA * PARAGUAY + PHILIPPINES 


PUERTO RICO « SINGAPORE + SWITZERLAND + TAIWAN » THAILAND + UNITED KINGDOM -+ URUGUAY * VENEZUELA + ZIMBABWE 
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: fastest, Oy 85% in real terms F 
» 1973 and 1984, followed. by- 


ling on cap taki programmes has fal- 
there has been a marked fall in 
n industry, energy, trade - 


ployment promotion—through 
nomic activity. This trend 


abated under both Labour and Conserva- 

tive administrations. The Irish Sea has 
proved impervious to Thatcherism. ` 

~ One result of this spending has been to 

raise ving standards in Northern Ireland 

evel instantly noticeable to any 

wr to the province—not least to sol- 

ment-bashing from depressed 

i and Glasgow. Although gdp 

is only 75% of the British level, 


force (that is employed and unem- 
ployed) i is actually at parity with Britain. 
Meanwhile, compared with the until re- 
cently booming south, Ulster is ahead on 
standard-of-living indices as car 


ee ‘ownership,’ energy consumption, tele- 


je use, number of dwellings, pupil- 
y her ratios and doctors. (It merely 
-trails the south on industrial production 
and investment!) Ulster’s-high streets are 
` lined with banks and building societies— 
however, empty the industrial estates on 


When a man gets a job, he must move— 
often to far meaner property. Residents 
.. vate thus.caught in a housing and a poverty 
. trap with only the black economy as an 
- escape route. Yet Ulster’s back streets 
seem lined with more. new cars than 


compa able estates in the north of Eng- ` 


But withthe exception of inner 
it has little of the stark grimness 


Protea of economics at Coleraine oe 


versity, Jays much of the blame for Ul- 
ster’s poor performance on the quest for 


oO Ne 200 
Lf 1963/64 prices* 


of both tradeable.and non-tradeable com- 
modities is largely fixed within the British 
economy, he says, the only price which 
can adjust to the market is that of labour. 
Ulster’s wages must come down and an 
inflated public sector merely keeps them 
up. High transfer payments are a disin- 
centive to a worker to take low-paid 
work. 

To those of this persuasion, the British 
exchequer is funding a persistent balance- 
of-payments deficit and preventing Ulster 
adjusting either its exchange rate or its 
industrial structure to reflect its true cost 
level. Trade with the south, its natural 
and closest market, is distorted by an 
overvalued currency and differential 
VAT rates. Parity with Britain prevents 
local measures to clear markets, or even 
(for Bennites) to protect them. The 
pumping in of government money is not 
just a facet of “unionist” economic poli- 
cy; it has created a subsidy trap from 
which escape is ever more difficult. 

Such remarks are heard in stony silence 
by the direct rulers at Stormont. Whatev- 
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gone to the Republic. 

The province’s industrial salesmen are 
às good as any. They are naturally eager 
for at least some recovery in the British 
economy, to give them a chance to prac- 
tise their skills. Yet they are like the 
doctors of a private clinic, waiting desper- 
ately for patients—and not above creat- 
ing a few. In America or Japan, such 
energy and talent are out in the market 
place, fighting down costs, exploiting op- 
portunities, clawing back competitive- 
ness. In Ulster, they are deployed not for 
industry but for government, spending 
public money keeping alive firms which 
the market has rejected. 

In the past, industrial development 
officials have also suffered (as have their 
rivals in the south) from no clear criteria 
by which to measure their success. They 
naturally affirm they are only in the 
business of “helping worthwhile pro- 
jects”. But they offer no definition of 

> worthwhile, and know that ministers and 
the public will judge them not on rate of 
return on capital nor on longevity of 
inward investment nor even on cost per 
job created, but by jobs alone. 


A losing battle 


Even on this criterion, the salesmen have 


failed. Inward investment was promoting _ 


an average of 3,000 jobs a year in the 
1960s. In the 1970s the average was 1,000. 
In 1982, the figure bottomed at a dreadful 
82, picking up to 550 last year. Job 
creation has fared little better by stimulat- 
ing new and expanding companies within 
Northern Ireland—where it is hard to put 
the blame on the image of a violent Ulster 
abroad. 
The only area of comparative buoyancy 
has been small firms with fewer than 50 
„employees, where subsidy has been small 
and employment has actually risen. Small 
firms, especially in the service sector, are 
relatively sheltered from international 
- competition. They also experience larger 
multiplier benefits from higher disposable 
_ incomes. In terms of cost per job created, 
estimates by the Northern Ireland Eco- 
nomic Council show a marked contrast 
between large and small projects. In the 
late-1970s, jobs in large projects were 
costing the taxpayer £2,188 in subsidy per 
job per year. The figure for small con- 
cerns backed by the Local Enterprise 
Development Unit (LEDU) was £562. 
These figures are annualised subsidies. 
Two years ago, the commerce depart- 
ment calculated that the initial cost of 
stimulating each new Ulster job from an 
overseas firm was a staggering £17,600. 
Rising unemployment coupled with 
open-ended subsidy inevitably led to pro- 
miscuity. Officials became merchant 
bankers with no shareholders. The result 


has been a diminishing return on public - 
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a= = “ 
Roy Mason and friend: anything you want, Mr DeLorean 


investment in new projects. The major 
failures have been spectacular. Officials 
at the IDB and its parent, the department 
of development, still bear the scars of the 
DeLorean DMC 12 project. It was auth- 
orised in 1978 on the personal insistence 
of the Ulster secretary, Mr Roy Mason, 
after meeting Mr DeLorean. The security 
for an initial £53m of public money could 
only pass muster in the distorted world of 
Ulster’s “special circumstances”. Subse- 
quently, the new Tory government felt 
obliged to see the project through to 
launch, wasting another £30m, while min- 
isters indulged in obfuscation and wishful 
thinking to justify support. 

The DeLorean story, still cloaked in 
secrecy but partially revealed by Mr Ivan 
Fallon and Mr James Srodes*, is of naive 
ministers, Labour and Tory, out of their 
depth and merely taking on trust the 
assumption that job creation would re- 
duce communal violence. The result was 
a remarkable hybrid: a privately owned 
company with virtually unrestricted ac- 
cess to public funds on the one condition 
that it continued trading. Not surprisingly 
there have been accusations that foreign 
companies have been milking the British 
taxpayer through the use of subsidised 
Ulster subsidiaries. 

DeLorean was not alone. Similar laxity 
was revealed by the house of commons 
public accounts committee (PAC) in the 
vetting of the Courtaulds project in 1973 
at Campsie near Londonderry. The com- 
pany had offered to build a factory possi- 
bly employing over 2,000 people. The 
PAC discovered that support totalling 
£21m had been granted by the commerce 
department on what it considered inade- 
quate security. Of this assistance, £15m 
was in direct wage subsidies. The start-up 


*DeLorean: The Rise and Fall of a Dream- 
Maker. Coronet, £2.95. 


cost per job rose to £28,000. 

The PAC was told that in the Cour- 
taulds case “ministers were anxious to 
make the most of the boost to morale” 
which the project would bring, and speed- 
ed approval to announce the aid “on a 
particular occasion in the Guildhall, Lon- 
don”. It concluded that the commerce 
department “took no steps to satisfy itself 
as to the reasonableness of the estimates 
of capital requirements, exercised no con- 
trol over the placing of the contracts and 
took no steps to control the cost of the 
project”. Such MPs’ reports always pre- 
fer to blame officials, yet it was politicians 
who goaded officials into such irresponsi- 
bility. The Courtaulds factory closed 
shortly after the DeLorean one. 


The cost of survival 
Harland and Wolff and the aircraft manu- 
facturers, Short Brothers, stand in a class 
of their own. Blessed with marriage to, 
rather than mere flirtation with, the Unit- 
ed Kingdom exchequer, they have sur- * 
vived losses which would have blanched 
even the most Bennite Labour minister 
had they been located in England. Both 
are state-owned companies enjoying an- 
nual injections of funds from the treasury. 
Harland has received £254m of help since 
it was taken over in 1975, with ministers 
promising a “turn around” each year. 
The subsidy is now almost £8,000 per 
employee. Harland has recently under- 
gone a revitalisation under a new chief 
executive, Mr John Parker. He has given 
the company a new lift, reflected in two 
major domestic orders and the promise of 
more. Yet the company has not made a 
profit on work in hand since the 1960s. Its 
survival is a political gesture inconceiv- 
able anywhere but in Ulster. 

Ministers argue that this is all good 
value for money, since Harland’s solidly 
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street violence has not noticeably risen ` 


since DeLorean closed, if anything the 
_reverse, Harland has itself reduced. its 
-workforce from 20,000 to just over 5,000 
_ without a cataclysm. The threat of in- 
reased violence which the Northern Ire- 
fice brandishes each year when it 
_its subsidy from the treasury 
a crude bluff. Over the past 
wever, it has proved itself 










ecently, the development department 
the IDB have been trying to change 
heir lax image. They are concentrating 
“> More on home-grown industry. Large 
high-risk projects are to be treated with 
“greater suspicion. Assistance packages 
“are aimed more at viability than at mere 
-job-creation and the IDB wants to move 
- away from direct support towards consul- 
nd and rescue work. In its own terms, 
this has to be right. 
> Yet ever since 1972, the industrial 
“strategy of direct rule has been to protect 
ducks not just lame but paralysed by 
incompetitiveness. Any downward pres- 
ure which the recession might have ex- 
: erted. on -costs has been countered by 
` x parity wages in the public sector and by 
ne subsidies to large firms which have drawn 
| labour and management away from 
“home-grown and service industries. By 
“reducing the price of capital investment to 
near zero, the government has also biased 
*s intervention against. labour-intensive 
‘tivity: the opposite of the desired ef- 
“fect. Even, so mild a body as the New 
Ireland Forum asked in one of its.docu- 
nts whether Ulster’s industry might 
«not have performed better “had the cost 
structure in the North not been so heavily 
influenced by the expansion of the public 
sector, financed by large transfers from 
~ London?” 


- Thatcherism in reverse 
_ British ministers of both parties resist 
1 arguments. Mr Prior and his ministe- 
colleagues. yield nothing to the La- 
-bour party in their belief in the virtues of 
subsidy. While they might agree in theory 
with Mrs Thatcher that a reliance on 
public support is in the long term destruc- 
tive of jobs, they see no alternative to itin: 




















“|. the- short ‘term. Maintaining a certain: 
(unspecified) level of economic. activity- 


_is,in their view, a precondition for a 
reduction in communal violence, or at 
teati is essential if violence: is not to 
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rgument was. 





uppo: 
term thesis remains te ous. Ministers 


_and officials merely assert that it “must be 
“true” that unemployment and paramili- 
tary activity are linked. They draw on 
anecdotal evidence from shop stewards 
and community leaders. They point to 


unemployed: youths parading for the 


UDA or IRA, especially the use Sinn 
Fein has made of school-leavers in its 
recent electioneering. Yet the link is:no 
more.-clear than it is between unemploy- 
ment and riots in English cities. Over the 
past 15 years, the graph of sectarian strife 
does not move in any relationship with 
that of economic. activity. Certainly Ul- 
ster’s troubled image has damaged in- 


ward investment. Yet even inward invest- © 


ment has not moved in response to 


Sending them packing 


Economic policy towards Ulster has led to the creation of depandahon 
Britain. So too has political strategy, with no less damaging effect 5 


Modern Northern Ireland’s key date was 
August 14, 1969. It was then that the 
Ulster Unionist government at Stormont 
decided its exhausted police could no 
longer contain sectarian violence round 
the Catholic enclaves of Belfast and Lon- 
donderry. It requested the British home 
secretary, Mr James Callaghan, to send in 
a company of the Prince of Wales’ Own 
Regiment then garrisoned in the prov- 
ince. British troops were followed by 
British. officials, British politicians and 
British money. All have remained ever 
since. 

British sovereignty over Ulster is root- 
ed both in history and in the self-determi- 
nation of the majority of the people. The 
issue, addressed in this section, is not 
whether British intervention after 1969 
was legitimate, but whether it was wise in 
its nature and extent. The issue of direct 
rule in Ulster is essentially that of presi- 
dent’s rule in India or federal intervention 
in an American state. Although there 
may be colonial characteristics to direct 
rule, it is not colonial rule; it echoes, 
rather, the same dialogue which takes 
place in every plural state between cen- 
tralism and devolution, between national 
will and local autonomy. 

As with most policing actions, the rea- 
son for the 1969 intervention was honour- 
able and the intention temporary. The 


Ulster Catholics had long suffered from ` 
-systematic discrimination at the hands of 


the Protestants, Civil rights marches had 
begun in Londonderry in 1968 on the 
basis of legitimate grievances. London- 
derry was a majority Catholic city, gerry- 








-has played a significant part 


and then supplanting: Ulster’s local 




































it has moved closely i in response to 1 
recession and the exchange rate—i 
words to competitiveness. 

_ Even assuming that communal viol 


economic decline, there is no evi 
the converse: that reducing that decli 
might play a. part in reducing viol 
Nor is there evidence that the lowe 
of violence of the past three years | 
improved economic prospects. Bri 
economic policy in Ulster is devoid oi 
ideological underpinning, except tha 
salvation lies in the public sector. _ 
Mrs. Thatcher’s cabinet has co: 
rejected the thesis that recessio 
ly related to social discord. Ye 
Thatcherism has lost the courage 
convictions when put to the toughest te: 
It. has fled. back to the "security 
corporatism. 


mandered so it could be. run e Pr 
tants. The marches had been me 
violent reaction from the police an 
estant mobs. The government of C 
Terence (now Lord). O'Neill p 
sweeping reforms, including ch: 
the electoral law, improved housing en! 
tlement, a procedure for redress of gri 
ances and a special Development Cor p 
ration to bring jobs tò Lo: 
reforms enraged the Protestants v 
calming the Catholics: Protestan 
for 50 years the cement of 
my,. began: to crack. Cay ain 07 
resigned. Me 

The British interve I ; 
cans: need constantly to ‘be 1 reminde 
was in essence similar to that of Preside: 
Eisenhower in Arkansas in 1957. It was 
secure civil rights for an oppressed co 
munity. Since 1969, within the bounds « 
feasibility, this has been done. All 
ing has been put under a province-w 
housing executive. A Fair Employm 
Agency has been set up, with consi 
able success at least where jobs exist 
mostly in the public sector. Educa 
and planning have. been removed 
corrupt local authorities and put und 
appointed boards... 

This has been achieved by first. bull 


mocracy. As a result, Britain has:not bee. 
able to: give its: reforms any electoral 
institutional roots. Before 1969, Ul: 
had a form of dominion’ gov 
Created in 1921 specifically to pr 
majority enclave forIrelanc 
minority, it was inevitably ruled 
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>. This syndro eis plain y seen: in North- 
ern Ireland’s elections since 1969. It is a 
story of the ond of Protestant cohe- 

















ained 54% of the oor with 


) power sharing with 57% of 
en the rot set in. In 1979, Mr 
isley’s Democratic Unionists 
JP) took 10% of the poll while the 
enamed. Official Unionists (OUP) 
dropped to 36%. By 1983, the DUP was 
< © upto 20% and the OUP down to 34%: 
ooit “Official” Unionism is now a shadow 
of its former self. The strike of 1974 tore 
-the heart’ out of middle-class/working- 
_class Protestant unity, and. raised the 
"spectre of an Ulster independence move- 
ment. Unionism no longer ‘stands: be- 
ween the Protestants and the IRA. Brit- 
“troops do that under the 1973 
nstitutional guarantee: that “in no 
vent will Northern Ireland or any part of 
cease to be part of the United Kingdom 
without the consent of the majority”. 
Should Britain renege on that commit- 
ment—and Mr Paisley constantly warns 
that it will—then the grey Unionism of 
Mr. James Molyneaux or the eccentric 
1 Unionism of Mr Enoch Powell will not 
save the Protestants from IRA guns. It 
vill be the paramilitary Ulster Defence 
„Association, able to call on some 40,000 
“ Supporters. Over 400 Catholic deaths 
` o were attributed to the UDA in 1971-76. It 
~ would win any civil war. 
Mr Paisley, by contrast, is exemplar of 
the sort of. antibody produced by direct 
_ tule: “The lunatic preacher, the simple- 
minded bigot, the often belligerent buf- 
= foon” of Mr Padraig O'Malley's study of 
Ulster extremism*. Mr Paisley has no 
< policies beyond ‘an egotistical national- 
nternment, power sharing, the com- 
market, Catholics, the British, other 
testant churches, Anglo-Irish talks, 
the enemy. Mr Paisley’s only 
2 of constructivism is his continued 
“support for Mr Prior’s -assembly—which 


















he sees asa first step. toward evolved 








However, there are signs that N 


support. His DUP suffered an unexpect- 
: .ed 3% swing back to the OUP b tween 
*Unei Wars. ‘Blackstatt Press, #7. 95. 
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s In October, 1974, the 


è Pais 
-ley may have. reached the limit of his 


-recruiting agent.) ) oa policy sete 


from London shoot new blood into: his 


$ veins. Protestants appear happy to vote 
OUP in good years, knowing they can 


turn to Mr Paisley should perfidious Albi- 
on renege on its promises. 


Ballots and bullets 4 
The other side of the ‘religious divide 


appears to have altered dramatically since - 
‘the Provisional IRA decided in 1981 to 


take power “with a ballot paper in one 
hand and an Armalite in the other”—in 
the words of Mr Danny Morrison, one of 
its northern leaders. (The official FRA 
still lingers on, mostly in the south, as a 
Marxist faction.) Republicanism is noth- 
ing new in Ulster elections. Irish national- 
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+ Coalition of Official Unionists and Democratic Unionists 


ist candidates gained 32% of the vote in 
1921, 27% in 1933 and 1949. It was only in 
the 1950s and 1960s that large numbers of 
Catholics stopped voting, while others 
turned to the new, moderate Social Dem- 
ocratic and Labour party (SDLP), 
formed in 1970. 

In 1974, the SDLP was clearly the main 
electoral protagonist of Catholic opinion, 


with 22% of the poll in both general. 
elections, while republican candidates ac- ` 


counted for just 8%. By the 1983 elec- 
tion, the SDLP share had fallen to 18%, 
while Provisional Sinn Fein (PSF) had 
secured 13%. Although the Catholic vote 
looked every bit as split as the Protestant 


-one, the SDLP leader, Mr John Hume, 
-argues that nothing has really changed. 
‘What has ‘happened is that the pro-vio- 
lence half of an always divided Catholic: 


community has decided to use: its vote 
once again. Although Sinn Fein trounced 


— the SDLP in Fermanagh (letting in. the: 


ting in the Unionists). 





show ‘an ability to deliver subs 
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E However, there is undoubtedly a 
element in the Catholic’ political 
tion: Mr Gerry Adams’s winning 
i i pla 
the southerner, Mr Rory O'Brady 
Adams has been working to repair 
Fein’s image and present it as the nai 
party of Catholic nationalism. 
much-publicised excursions into con 
nity politics has taken its toll of 
enthusiasm, especially: in “the 
areas of West Belfast. The- 

much of its concern with hou: 
and drains, as well as of its vi 


























































Squeeze on the SDL 

Mr Adams has seized a polit: 
The SDLP is in disarray a 
split between Mr Hume's. 


magh. Many observers believ th 
is doomed. as its age-profile. rise 
children of SDLP parents (there 
many) turn increasingly to Sir 
Dublin politicians are a 
evidence of middle-class 
for Sinn Fein, and fear Mr Adi 
pronged” strategy: to beco 
spokesman. of Catholicism. 
and then to turn his attention south. 
Yet there is weight in Mr Hume’s c 
that the battle is far from ove 
Adamis’s personal success in. be 
MP for West Belfast last- ni 
never taken up his seat) was due 
falling out between Mr Gerry (now Lo 
Fitt and the local SDLP, splitt 
ticket. Far from diminishing, the “mic 
ate” Catholic vote in West Belfas 
creased in 1983. A study by Mr Syc 
Elliott of Queen’s University of s 
preferences in Ulster’s recent PR 
tions shows little evidence as yet of 
ous Sinn Fein inroads into the’ SD 
SDLP supporters showed a strong 
sion’ to giving transferred votes 











(that is, when voters had no choice 
opt for a-different party), 78% of: 
voters went to the non-sectarian Allian 
party rather than switch to the PS 
Elliott concludes that ‘Catholic vot 
gard the two parties as competing. ra 
than complementary nationalist part 
with no evidence: of SDLP. suppo 
wavering towards: Mr Adams in: si 
cant numbers. 

This may; of course, change if. 
Fein can further improve its ap 
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rison, and the SDLP’s Mr Hume in this 
month’s European elections. But Sinn 


Fein remains handicapped by its refusal - 


to renounce violence, and by the appar- 
ent need to stem defections to the militant 
Irish National Liberation Army (INLA) 
by indulging in periodic blood-letting. 
The unpopular murder of a Catholic girl 
teacher in March, in the course of an 
attempt on her magistrate father, was 
part of this competing machismo. 
Whether Sinn Fein’s “bid for the bal- 


lot” is a hopeful sign is a matter of fierce 
. Ulster debate. Undoubtedly it reflected 


the despair many Catholics felt over the 
fatuity of the murders and economic 
destruction in the 1970s, culminating in 
the deaths of the hunger strikers in 1982. 
Yet the PSF has indicated that it regards 
its election victories as merely propagan- 
da coups. It sees them as giving Mr 
Adams flexiblity to participate in or help 
wreck any new Ulster dispensation. It 
also presents British ministers with the 
appalling prospect of having to choose 
whether or not to shake hands with a man 
who may yet be the majority representa- 
tive of the Catholic community. No pros- 
pect haunts Whitehall and Stormont as 
much as this does? 


Cul de sac 


` Not surprisingly, Mr Prior and his col- 


leagues have decided they need a healthy 
SDLP as urgently as the SDLP needs 
them. Mr Prior was bitter over Mr 
Hume’s politically unavoidable boycott of 


- his assembly, but this is forgotten (al- 


most) as both struggle together against 
the PSF menace. Money flows freely to 
Mr Hume’s Londonderry. Day centres 
pop up. unexpectedly on his housing es- 


- tates. Ulster’s wits remark that they al- 


ready have power sharing: it is “propping 
up the SDLP”. Whether a victory for Mr 
Humein this month’s Euro-elections will 
enable him after all to attend the assem- 
bly remains to be seen. Mr Prior fervently 
hopes so. But the saga has been a reduc- 
tion to absurdity, or tragedy, of 15 years 


_of British political intervention in Ulster. 


The issues which have brought the 
collapse of each initiative and stand in the 
way of future ones seem trivial to outsid- 


ers. Yet Britain’s chosen solution, power 
sharing in a devolved regional assembly, 


has passed from partial reality to vague 


` possibility to virtual hopelessness in a 
decade, Political progress in Ulster re- 


quires consent. Britain has failed to se- 
cure consent and failed to establish its 
precondition: a local leadership steeped 


< in responsible, democratic local govern- 
“ment. So that is the bind. Just as Britain 


has taken the easy option of bailing out 
the Ulster economy with British money, 
so it has bailed out Ulster politics with 
direct rule. 
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THE IRA MeS 
Á BE BEATEN 


S 





Gerry Adams: can anyone get his back to the wall? 


What is to be done? 


The debate about solutions is opening up new divisions, but also new 
alliances. Is there now a rare chance for movement? 


British ministers spend two or three days 
a week in government flats at Stormont in 
an eerie sort of exile. Most are beginners 
to ministerial office, wondering, like dis- 
trict commissioners sent up country for 
experience, why they drew this particular 
short straw. Friends commiserate on their 
appointment and seem faintly surprised 
when they return alive. 

If successive British governments have 
made reluctant rulers, they cannot be 
accused of lacking a policy. All have 
shared a straightforward and consistent 
objective: they are content for Ulster to 
remain British as long as it wants, but 
they wish to stop governing it. They 
would like it to revert to “dominion“ 
status, with a devolved assembly to make 
the Protestants happy and a new link with 
the south to make the Catholics happy. 
What they have lacked is a means of 
implementing this policy. Their search 
swings between raising Catholic hopes 
and raising -Protestant fears, each time 
more violently than before. The great 
solutions debate has thus crystallised, not 
into left versus right or Catholic versus 
Protestant but into two different temper- 
aments. On the one hand are the passiv- 
ists, on the other the activists. 


The passivists 

The central passivist thesis is that Ulster’s 
political economy is in rudimentary equi- 
librium: in a nutshell, matters may look 
bad but at least they are not getting 
worse. The annual subvention from Lon- 
don (currently £1.3 billion) is not appre- 


ciably bigger than, say, that to the coal 
industry, and it should reduce with eco- 
nomic recovery. Earnings, employment 
and disposable income are all expected to 
rise. Job creation is looking more 
promising. 

Meanwhile, the level of political vio- 
lence is coming down. The most sensitive 
indices, civilian deaths and injuries, have 
fallen fastest of all. The pattern of IRA 
and UDA violence has become less indis- 
criminate than in the early 1970s. The 
IRA has mostly stopped using child riot- 
ers as a political weapon and has ceased 
bombing “economic” targets. As a result, 
security is becoming less dominant in the 
life of the province. 

In consequence, the British army pres- 
ence can be reduced. At the height of the 
troubles, in 1972, there were 21,000 Brit- 
ish troops in Ulster. This is now down to 
7,062 on two-year tours of duty, plus 
2,071 on four months. These troops nor- 
mally patrol only in the three Catholic 
enclaves of West Belfast, Londonderry 
and south Armagh. Even these patrols 
are formally in support of the local police 
and usually accompany an RUC patrol. 

Whether these patrols can be further 
“Ulsterised” in the short term is doubtful. 
Whatever disabilities the British army 
may suffer, it does not evoke the same 
antipathy in Catholic areas as the RUC or 
the locally recruited 2,600-strong Ulster 
Defence Regiment. Wholly Protestant, 
the UDR is regarded by, Catholics as the 


_ reincarnation of the B Specials. It could 
` not replace British army units. Nor could 
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army overheads at Lisburn.) 
The RUC, currently 8,000 ‘regulars and 
2,295: reservists, is to get another 500 
= men. Its chief constable; Sir John Her- 


mon, is a strong advocate of the “integri- . 
s 95. 


* of the policing function throughout 











best riot control and anti-terrorist equip- 
ment money can buy. His force has close 
- links with the police in:the south, whose 
-SIRA problem (especially bank robberies) 
is’ growi x by the month. Sir John has 
Eo en at loggerheads with the British 
» authorities and would dearly love to pa- 
rol the Falls, Bogside and Armagh with 
- 10 protection from British soldiers. But 
that is militarily and: politically incon- 
ceivable. 

The army acknowledges the sophistica- 
tion of ‘the Provisional IRA as urban 
guerrillas. Each patrol is a cat-and-mouse 
: game on both sides—of safe houses, in- 

oo formers, infra-red sights and crackling 
-. CB: radios. In so far as the army can ever 
.. contain the IRA tactically, it has done so. 
Most IRA killings now have to be of off- 
duty soldiers, so effective are British 
_. patrolling techniques. The army knows 
-1 the IRA can never be beaten militarily, 
> but as long as terrorism appears to be 
contained, say the passivists, it would be 
folly to risk an initiative which might 
reactivate the IRA’s community support. 

< Let semi-sleeping dogs lie. 
_ . The improvement in security reinforces 
~ the other plank in the passivist platform: 
that. the experience of direct, rule, al- 
hough it has polarised Ulster politics, is 
Y ig both. north and south to a new 
sm. Until recently, demographers 
believed the Catholic population would 
actually overtake the Protestants early in 
the twenty-first century. Falling Catholic 
fertility rates in Ulster as contraception 
"(and prosperity) become more wide- 
spread have put an end to such an expec- 
_» tation. But the Catholic proportion, cur- 
rently: 40%, is still growing and poses a 
constant threat to Protestantism. Each 
advance alters the terms of the north- 

south debate. 

assivists point out that this debate is 
ing already. In the south, although 
thirds. still see unification as a goal, 
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favour of either integration or federalism 
with the Republic. Fewer than half felt a 
British troop withdrawal would help a 
political settlement, while a- similar pro- 
portion agreed that the British connec- 
tion was the most “acceptable and work- 
able” future for the province. 

The longer the present stalemate lasts, 
say the passivists, the more pervasive this 
realism. British public opinion may want 
military and even political disengagement 
in theory, but it would react strongly 
against anything which looked like vic- 
tory for the FRA. To the.passivists, Ulster 
will slowly mend itself so long as Britain 
keeps it in funds and ministers retain their 
nerve. 


The activists 

To activists, this concept of an ‘‘accept- 
able level of violence” is itself unaccept- 
able and complacent. They see Ulster 
sliding into total dependence on Britain, 
with violence embedded in its social fab- 
ric: Even with improved economic pros- 
pects, public spending is continuing: to 
rise. There must, and should, be a limit to 
Britain’s willingness to pay for the inabil- 
ity of acommunity of 1.5m people to sort 
out its internal differences. 

The activists point out that, although 
political violence has diminished, it is still 
high and disruptive. The IRA has not 
renounced killing as a political weapon 
and has shown it can turn the tap of 
bombings and shootings on and off at 
will. It retains the tacit support of a 
sufficient section. of the Catholic commu- 
nity to ensure its protection. IRA units 
are active and strike regularly (at least 


_once a week) with depressing effective- 
“ness. The IRA will not be defeated mili- 


tarily and the: passivists’ benign neglect 
will not see it vithenng away. 
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The options for constitutional change in 
Ulster fall into five groups. Three of them 
correspond roughly to the three “struc- 
tures” of the New Ireland Forum. 


` @ The reunification of Ireland 


At one extreme is Sinn Fein’s policy for a 
united, socialist 32-county republic, the 
New Ireland. This was tactically modified 
in 1981 towards federalism: Ulster Prot- 
estants would, according to the I[RA’s 
“Freedom Struggle”, have a “working 
majority within the province and would 
therefore have considerable control over 
their own affairs’. Recent Sinn Fein 
statements have been less accommodat- 
ing to Ulster autonomy. In similar vein 
(Forum structure one) is Fianna Fail’s 
concept of Ulster having a similar status 
within a united Ireland to that of Scotland 
within Britain. There might be optional 
joint citizenship for Protestants and some 
guarantee of religious and civil rights. 

Mr FitzGerald’s Fine Gael party has 
traditionally pursued a more gradualist 


` approach towards reunification (Forum 


structure two). Ulster fears of political 
Catholicism must be allayed by constitu- 
tional reform if the south and by first 
setting up supra-governmental _insti- 
tutions. The hearts and minds of Ulster 
Protestants must be won over. The post- 
Forum Mr FitzGerald has been even 
more flexible. When asked recently how 
he would cope with his backwoodsmen in 
proposing a diluted solution, he briskly 
replied, “Try me”. 

The gradualist approach has spawned a 


hierarchy of constitutional relationships, 


from vague confederation to a close-knit 
federalism. It has also spawned a confer- 
ence industry boom for Irish academics. 


Under the mildest proposal, confedera- 


tion, Ulster would enjoy effective self- 
government (with continued British sub- 
vention) and only accept the sovereignty 
of an all-Ireland authority where it so 
chose, say on external or economic af- 
fairs. It is Ulster as Monaco or Andorra. 
Most of this is just wind across the 
desert to Ulster Protestants. Why bother 
with such talk, they say, as long as the 
guarantee of union with Britain means 
what it says? Nothing remotely accept- 


<. able to Ulster, or Britain, would be 


acceptable to the IRA, so even confeder- 
ation is no solution to violence. Ulster has 


a statutory majority veto on any new 


constitution sent from London, let alone 


` from Dublin. As the 1974 strike, which 


forced Sir Harold Wilson to abandon 
power sharing, suggested, Protestants 


also have a direct action veto. 


@ Independence 

Ulster independence was briefly in vogue 
after the 1974 strike. It is still the final 
laager of militant Protestantism were 
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Britain unilaterally to renounce the 
union: Ulster as the Cape Province of 
Ireland. Tt would imply a paramilitary 
state at war with its Catholic minority. 
This could involve a mass migration of 
Catholics out of West Belfast and possibly 
a de facto redrawing of the border, if not 
at the Bann certainly round parts of 
Derry, Fermanagh and Armagh. 

The possible outcome of such a trauma 
makes vivid late-night speculation: how 
much blood would be shed, and for how 
long? Where would the border be re- 
drawn? Would Catholics and Protestants 
be shocked into peace before the Repub- 
lic, the British or even the UN were 
forced by world opinion to intervene? 
The answers tend to be so alarming that 
the questions rarely see the light of day. 
There is also the matter of British subven- 
tion, which independence would natural- 
ly endanger. 

Some redrawing of the border does 


Prior: battle-scarred activist 


occasionally surface as a solution to the 
“bandit country” problem of Armagh 
and Fermanagh. Yet it is a palliative, not 
a solution to sectarian violence. The Re- 
public does not want just the “difficult” 
bits of Ulster. Protestants would never 
surrender Londonderry west of the 
Foyle, and there would still be West 
Belfast. But that is perhaps no reason for 
Britain not to “offer” some border terri- 
tory to the south under joint security (see 
below). 

@ Devolution 

An alteration of the relationship between 
the province of Ulster and the govern- 
ment of Britain (with or without some 
new link with the south) has been on the 
agenda for 15 years. It takes various 
forms. - 

(1) A return to .the pre-1972 Stormont. 
This would reinstate the Protestant ascen- 
dancy, with prime minister and. cabinet 
drawn from the Protestant majority in a 
local parliament. It would be responsible, 


under acts of that parliament, for a com- 
plete range of functions, including securi- 
ty, housing and education. Britain would 
concern itself with external affairs—and 
pay the subvention. Such a proposal 
would lack the consent of any section of 
the Catholic minority. 

(2) Devolution to Stormont with Protes- 
tant/Catholic power sharing. This is the 
solution favoured by everyone except the 
one group with the power to wreck it, the 
Protestant majority. It was tried briefly in 
1973-74 though never fully implemented, 
foundering on the Ulster workers’ strike. 
It underlies the “blocking third” in Mr 
Prior’s rolling devolution. Power sharing 
suffers from a central weakness. For 
sharing to mean what it says, Catholics 
would have either to be given specific 
portfolios or to be deferred to on all 
matters of policy. In both cases, majoritv 
accountability is compromised. Thi 
might seem surmountable were majority 
and minority groups not implacably at 
odds. In Ulster, they are. 

(3) Devolution by executive action under 
the direct rule umbrella. The Ulster sec- 
retary would appoint local leaders as his 
“cabinet”, in place of British ministers, 
and use his executive authority to force 
responsibility gradually on to local politi- 
cal institutions. This might include great- 
er delegation to district councils and elec- 
tions to area boards for health and 
education. Such an “Ulster Commission” 
might take members from, and even be 
answerable to, the assembly (though not 
subject to a vote of confidence). Under 
this model, the Ulster secretary could 
retreat to the status of chief minister, with 
the assembly taking on the role of legisla- 
ture, though this raises the old conflict of 
ascendancy versus power sharing. 

@ Integration 

Mr Enoch Powell’s favourite solutior 
portrays the antics of devolved assemblies 
at Stormont as unnecessary, serving only 
to qualify the British link. A population 
of 1.5m does not merit provincial status. ` 
Ulster is part of the United Kingdom and 
should be regarded as no different from 
Wiltshire or Yorkshire. Its politicians 
should enjoy normal local government 
powers and receive rate support grant like 
any English county. Such an approach is 
unacceptable to Catholics, as enshrining 
the Protestant ascendancy and omitting 
the Irish dimension. Most Protestants 
dislike it as denying Ulster regional au+ 
tonomy and bringing it under British 
legislation (for instance on abortion and 
homosexuality). It entrenches the essence 
of direct rule, though a number of Union- 
ists and Thatcherites support it. 

@ Joint authority 

This is the great white hope of post- 
Forum debate. It is the special baby of Mr 
FitzGerald and Mr Hume and is therefore 
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open to many interpretations. “Under 
joint authority”, says the Forum’s chap- 
„ter eight, “the London and Dublin gov- 
ernments would have equal responsibility 

' for all aspects of the government of 
Northern Ireland”. Advocates are careful 
not to describe this as joint sovereignty or 
condominium, such concepts invitirig cer- 
tain Protestant rejection. The principle is 
that Ulster unionists would lose none of 
their British identity or allegiance to the 
crown, An Anglo-Irish authority would 
protect unionism, while acknowledging 
the fact that most Catholics look south for 
their national identity. Each community 
could turn its separate way without being 
subordinated to the other. 

Problems arise when flesh is put on this 
skeleton. If the joint authority exerts 
executive power, who wields it and which 

vay would it lean? Would Dublin politi- 
_ ians really sit in Belfast with British 
ministers ruling Ulster services? Dublin 
may call it a joint authority, but it is 
shared sovereignty by any other name, If 
if is not to wield executive power, say the 
Protestants, it will be another abortive 
Anglo-Irish council. 


A path through the bog 


Can anything be rescued from such ap- 
parent negativism? Faced with the objec- 
tions to the last and most plausible op- 
tion, joint authority, Mr FitzGerald and 
his colleagues turn subtle. Joint author- 
ity, they say, is a concept of infinite 
flexibility. It need not be an imposed 
constitutional framework, evoking pre- 
dictable Protestant antagonism: see it, 
they say, as just a response to the need for 
ad hoc liaison between north and south. 
They then pull the familiar shopping list 
_ from their pockets: trade co-operation, 
order development, collaboration on 
-nergy resources, agriculture, tourism, 
cross-border security, joint anti-terrorist 
courts, joint citizenship. 

In all these, there is a community of 
interest between north and south. Each 
could form a step towards a more relaxed 
relationship not just between Ulster and 
the Republic but between the communi- 
ties in Ulster. Catholics would see south- 
ern politicians attending meetings in Bel- 
fast. Northern politicians would go to 
Dublin. Such meetings under the joint 
authority umbrella would symbolise the 
Irish identity of northern nationalists 
without infringing the Britishness of the 
Protestants. 

In one sense, this is old hat. Mrs 
Thatcher and the then Fianna Fail prime 
minister, Mr Charles Haughey, agreed on 
a British-Irish inter-governmental council 
in 1980. Cross-border security contact 
and joint measures against terrorism al- 
ready exist. Ireland is selling Ulster Kin- 
sale gas.‘Mr Michael Lillis of the Irish 
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Has Paisley passed his peak—and his power of veto? 


foreign affairs department travels to Lon- 
don to discuss matters of ‘‘mutual inter- 
est” at regular cabinet office meetings 
chaired by Mr David Goodall. If joint 
authority means executive liaison, says 
Britain, it is there and working- 

But that is not the point. Dublin needs 
liaison elevated, institutionalised and po- 
liticised. Mr FitzGerald- needs a more 
visible manifestation of movement to- 
wards an Irish dimension than cosy chats 
in the cabinet office. He needs a symbolic 
alternative to the militancy of Sinn Fein 
for his friend Mr Hume to wave before 
northern Catholics. Only if he can win the 
latter's enthusiasm can Mr FitzGerald 
persuade Irish political opinion to accept 
a settlement. Yet can Mr Prior elevate 
joint consultation into any sort of “joint 
authority” when even Mr Lillis’s quiet 
visits to London reduce Mr Powell and 
Mr Paisley to tantrums? 

The key lies in one area, security co- 
operation. Here the fears of Mr Prior, Mr 
FitzGerald and, for that matter, Ulster’s 
Protestant community all (supposedly) 
point in the same direction: countering 
IRA terrorism. Dublin now believes Brit- 
ish intelligence has delivered Mrs Thatch- 
er a grim warning of Sinn Fein longevity, 
with an upturn in violence likely in some 
three years’ time. The files of officials in 
London and Dublin are bulging with 
proposals, each one hyper-sensitive: joint 
interrogation by police forces in north 
and south; arrangements for cross-border 
hot pursuit; joint courts for terrorist of- 
fences, involving (brave) southern judges 
sitting on expanded Diplock courts in 
Ulster; and most delicate of all, the joint 
patrolling of the Catholic enclaves. 

If Mr FitzGerald and Mr Hume want 
visibility, it is the courts and the patrols 
which would give it. But would the legal 


community, north or south, wear it? 
Would the patrols be joint army or joint 
police? Would the tricolour fly alongside 
the union flag on the vehicles? What 
about Catholics in mixed communities: 
what if they demand joint patrols? Where 
would that leave RUC morale? Would 
joint security really isolate the IRA from 
the Catholic community in the north? Is it 
worth the candle? 

These questions can only be answered 
in the more general terms of this survey. 
A passivist would say no. Joint security 
risks inflaming Protestant sentiment. The 
IRA might treat a joint force no different 
from a British one, while Southern pas- 
sions might be roused by Irish soldiers 
either shooting or being shot “for the 
British” in the north. As Mr Conor’ 
Cruise O’Brien scornfully asks, would Mr 
FitzGerald have to answer questions in 
the Dublin parliament about another 
Bloody Sunday? 

That is Mr FitzGerald’s problem (and a 
problem for any reunifier). Mr FitzGer- 
ald appears ready to face it. Britain’s task 
is to tell Protestants the plain fact: that 


the RUC and the UDR will never police.” 


Catholic enclaves with Catholic consent 
and that the British people are fed up 
with doing it for them. Joint security is an 
essential part of a concerted attack on 
violence. There is no point in Britain 
awaiting unionist “consent” to this. Ul- 
ster has become so politically degenerate 
that the only public consent is enshrined 
in extremists and eccentrics. British direct 
rule has assumed the mantle of moderate 
leadership in the province—and joint se- 
curity would be its ultimate assertion. 

Mrs Thatcher is the ideal British leader 
to introduce it. Nowhere in British poli- 
tics is there a better test of her toughness 
and radicalism. She must share with Mr 
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FitzGerald the military, judicial and po- 
litical machinery to make joint security 
effective, even if it means Mr Paisley 
ranting and some Ulster policemen re- 
signing in disgust. Britain must have 
Catholics—any Catholics—in uniform on 
the streets of Ulster for there ever to be 


peace. 


After joint security—what? 

For Britain, the joint authority route is a 
gamble worth taking because the prize— 
unlike 1969 and 1972—is lower cost and a 
reduced (or initially shared) British in- 
volvement. It in no way offends the 
guarantee, though Mr Paisley will say it 
does. The guarantee remains the top tier 
of Ulster sovereignty. Beneath it, a joint 
authority composed of Dublin and Lon- 
don ministers but gradually embracing 
Ulster leaders too, might also concern 
itself with Mr FitzGerald’s shopping list: 
economics and trade, agriculture and 
tourism, issues which are naturally all- 
Ireland in character. (Some Ulster farm- 
ers already feel they would be better 
represented at Brussels by Dublin.) 

Whether joint authority might ever 
embrace the problems of the Ulster econ- 
omy is moot. One of the benefits often 
ascribed to an Ulster settlement is that it 
would open a pandora’s box of economic 
aid from Europe and even America. It is 
hard to think of anything more harmful 
than further injections of outside money 
into an Ulster economy already burdened 
with high wage expectations and denuded 

_ of enterprise and self-sufficiency. 

The difficulties of isolating Ulster’s 
economic illness and giving it intensive 
care are as ‘‘constitutional”’ as its political 
woes. The £1.3-billion-a-year subvention 
arises from Ulster’s status as a depressed 
region of the United Kingdom. Any tam- 
pering with social security, health or 
housing subsidies would involve tamper- 
ing with parity and thus with unionism. 
Yet the Ulster economy is riddled with 
special treatments: corporation tax re- 
bates, selective industrial grants, exemp- 

' tion from the rigours of the latest regional 
policy white paper. 

Ulster claims “‘special treatment” not 
as part of the United Kingdom but as a 
particularly awkward part of Ireland. Yet 
in Irish terms its currency is overvalued, 
its public sector overlarge and its welfare 
and social services universally extrava- 
gant. Any sensible reponse to Ulster’s 
economic problems would include a re- 
duction in its exchange rate to bring its 
pound into line with the Irish punt, to- 
gether with a reduction in public sector 
wages and transfer payments: stern poli- 
cies that the IMF prescribes for debtor 
nations. 

Such policies are politically inconceiv- 
able when Britain is seeking painful re- 
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form in other areas. However, the gov- 
ernment could none the less make Ulster 
a testbed of its more radical ideas for 
economic regeneration. The province is 
caught in an almost complete poverty 
trap. Mrs Thatcher is supposedly commit- 
ted to the thesis that personal incentives 
are more important than institutional 
ones. Why not try it in Ulster? The black 
economy is already a salve to unemploy- 
ment. Professor Charles Handy has pro- 
posed that Ulster workers be permitted to 
earn up to £3,000 tax-free from subsidiary 
employment. Why not switch industrial 
subsidies to cuts in personal taxation? 
Though an offence against parity, a dif- 
ferential Ulster income tax was allowed 
under the old Government of Ireland 
Act. Or try a tax credit scheme, or a 
negative income tax, or housing 
vouchers? 

Certainly the present level of British 
support cannot be regarded as any kind- 
ness to Ulster’s long-term prospects. The 
relentless emphasis on its “special cir- 
cumstances” and its ministers’ fixation 
with a link between violence and job 
creation only harms Ulster’s image and its 
self-confidence. (The sending of British 
ministers with smooth London voices to 
“speak for Ulster” in America should be 
banned.) Ulster economic policy is stuck 
in a primitive corporatism. 


Can Britain disengage? 

Radicalism, whether in the economy or 
security or north-south co-operation, may 
offer Britain a way of reducing its involve- 
ment in Ulster and returning it more 
closely to “dominion” status. It will make 
long-term sense only if Ulster politicians 
can resume civic rather than factional 
leadership, which means providing local 
services. In Mr Prior’s words, they must 
‘make themselves far more responsible 


for their own destiny”. Power sharing has 
failed, yet some way must be found for 
local democracy to be represented in the 
administration of Ulster. 

Mr Prior’s officials have burned mid- 
night oil over new forms of devolution 
which might enable Catholics and Protes- 
tants to share, or at least divide up, local 
government geographically. Eight coun- 
ties would probably split five unionist, 
two nationalist and one equal. Four coun- 
ties would split three unionist and one 
nationalist. Yet such ideas always 
founder on the fear of sectarian discrimi- 
nation. It would hardly promote commu- 
nal concord just now to hand housing or 
education back to the descendants of the 
old counties. i 

Which leads straight back to Stormont. 
Stormont must eventually administer 
some Ulster services if local politics i 
ever to revive. Formal executive powe. 
sharing with Catholics may be doomed, 
but there are gradations of authority 
which can be granted to leaders of both 
majority and minority communities under 
direct rule. One might involve a version 
of devolution option 3, the appointment 
of Ulster politicians as ministers under a 
British secretary of state. Unionists 
would be the chief beneficiaries of a more 
rigorously enforced devolution. It might 
be regarded as a quid pro quo for their 
acquiescence in joint authority. 

The essence of political reform is tim- 
ing, spotting an opening and knowing 
when to dart towards it. Balancing initia- 
tives such as that described above have 
been tried beforè. What is new is that 
both Dublin and London have recently 
shown a determination to move, and a 
heightened fear of the consequences of 
failure. Certainly north and south are - 
now expecting change. The Unionist re 
sponse to the Forum proposals has been 
muted, uncertain of British intentions. 
Unionism knows it is on a limited tether. 
Britain therefore has a chance both to 
reassure and to insist. Nothing has altered 
the British objective in Ulster: British 
sovereignty based on self-determination, 
self-government and a link with the south 
which recognises the province’s divided 
identity. What is new is an opportunity 
for achieving it in the concept of joint 
security under some form of joint author- 
ity, however modest. 

The central thesis of this survey is that 
the obstacles to progress in Ulster must 
be met head on. Its political economy is 
bruised and hyper-sensitive. But Britain 
is supposed to be in charge. It rules Ulster 
as it rules no other part of the United 
Kingdom. Passivists claim that radicalism 
is too big a risk. Yet their alternative, 
more of the same, has not worked and has 
not brought peace. It is time for some- 
thing different. ` 
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PROFITS UP 20% 


Buoyant sales will enhance prosperity of Company 

during 1984- Chairman, Dr. Patrick W. McGrath 
Group profits before tax in 1983 rose nearly 20% to 
IR£10.2 million on sales of IR£212.3 million. Total I 
dividend is being increased by 10% to 1.6621p per 
share. This dividend is covered 2.69 times by earnings. 
Shareholders’ funds increased by IR£6 million to 
IR£91.3 million. 

The Waterford Crystal and Aynsley China 
Division performed extremely well in 1983, 
contributing over 80% to the total profit picture. The 
results of our marketing policies in this division, 
Next time you and your advertising agency get mainly in the U.S., Canada and the U.K., will 
together, raise the subject of Country Life. After all, continue to realise buoyant sales and ensure the 
in Country Life, you always look your best. Country enhanced prosperity and viability of the company 


k 3 during 1984. 
Life offers such superb reproduction. And Country The Switzer Group of department etores tradedin 


Life is the ideal medium for reaching the top cross- a very difficult home environment in Ireland but 
section of opinion-formers. If they need any more performed satisfactorily, yielding a net profit for the 
convincing they can always call David Gill, Advert- year of over IR£1 million. The Smith Group, which 
isement Controller, on 01-261 5793. More likely, distributes Renault cars in Ireland, suffered again 
they'll say Country Life is alrea dy on the schedule. from a serious decline in the overall car market. 


Quick thinkers, these advertising types. Copies of the Report and Accounts can be obtained. — i 


from The Secretary, Waterford Glass Group ple, 
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Kilbarry, Waterford, Ireland. 
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Salomon Brothers International 
i Limited” pi 


Banque Nationale de Paris Banque Paribas 


Girozentrale und Bank der österreichischen Sparkassen 


Aktiengeselischaft 


Morgan Guaranty Ltd 


Union Bank of Switzerland (Securit 


Limited: | 


Westdeutsche Landesbank 


Girozentrale 


Commerzbank 
Aktiengeselisebaft 


Dominion Securities Ames 











Limited Limited: : 
Hambros Bank IB] Internation 
Limited nae 
Lloyds Bank International LTCB International 4 

Limited Limited SIS aoe 

Mitsubishi Finance International Mitsubishi Trust & B: inking ; 
Limited Corporation {Europe} S 

Morgan Grenfell & Co. Sumitomo Finance internat 

Limited 


Svenska Handelsbanken. Group 


BankAmerica Investment Banking | Group 
Banque Bruxelles Lambert S.A: 
Charterhouse Japhet ple. ` 
Citicorp Capital Markets Group ‘ 
Daiwa Europe Limited. = 
» Enskilda Securities : Ae 
Skandinaviska Enskilda Limited 
Hill Samuel & Co. Limited 
Kleinwort, Benson Limited 
Mitsui Finance: Internatio 
‘Nippon Credit Inter 
Sanwa Bank {Un 
Limited- : 
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ayments of interest. 
cipal on is debts to foreign 
Hi and stockmarkets 


British financial services group 
Charterhouse J. Rothschild and 
< Hambro Life veered away from a 


; r +; merger and toward closer 
senik “Shareholding links instead. 


| Japan's finance minister, Noburo 


|. Takeshita, agreed under pressure 
| ftom the Reagan administration to 
| loosen Japanese controls on the 


yen and Japanese capital markets— 
loa bit. 


-Talks to settle the strikes and 

- lockouts in the West German 
metalworkers’ campaign for a 35- 
hour week broke down. ` 


E Coffee prices rose towards the point 
‘at which the international coffee 


"| agreement suspends export quotas. 


| Grand Metropolitan, the British 
at hotels, breweries, dairy and - 


-Corporate scorecard 


Allied Lyons Y Mar 3 


bookmaking conglomerate, decided - 


to sell Liggett & Myers, its American 

cigarette business, to local 
-management and outside investors 
4 for $325m. 


| A22.8 drop to 803.4 in the FT 
industrials on May 30th was the 
‘second largest daily fall ever on the 
London stockmarket. 


Britain's miners’ leader, Arthur 
Scargill, was arrested on a picket 
liné and there was a partial eclipse 
of the sun. 


Plans to reorganise Australia’s 
motor industry were announced by 
the Labor government: the numbers 
of manufacturers will be cut and 
import protection will be abolished 
over the next eight years. 


Saul Steinberg, who owns 12.2% of 
Walt Disney Productions’ common 
stock, began to try to unseat the 
company's board. 


Sales of home computers in Britain 
rose 75% in the first quarter of 1984 
from a year earlier. In America sales 
have slumped this year. 


; Exco International, the British 


financial services group, agreed t 
buy a 29.9% share in stockbroke 
Galloway & Pearson. 


The EEC commission plans lower 
steel production quotas for the 
third quarter of 1984 despite firmer 
demand and high prices. ay : 


The Singapore monetary 


there. 


Prime and finance minister Robert 


Zealand interest mala o oS 


Dee Corporation (the old 
Holdings) bid £232.5m for Booke 
McConnell. 


British Electric Traction is selling 
Rediffusion for £120m and buying 
the 59.3% of the Initial cleaning — 
company that it doesn't alrgady an 
for £167.5m. eo ae 


Economic and financial indicators 
are on pages 101-102. ay 


+8 . The British food, drink and hote! business did well, but needs 
longer-term strategy to match its competitors. : 


The British textiles company was helped by an: expensive dal d 


Y Mar 3t 
` and the industry's-upturn-at- home. 


The Swedish household-appliancë manufacturer i is. fying to H 
into Zanussi, an Italian competito ie 





Strong. computer sales are behind the “Japanese oman 
profits surge. 


The electronics 


Oo Mart 
TY Mar ants prormance 1e upslaging fs Japanese 
rival, Matsushita =lactric. à 


The famous retail, oil and property. company hae ‘ti 3 
recovered from Canada’s recession... 
Japan's largest: maker. of. telecommunications: equipment 
racing to moot the demand for semiconductors. 
Strong demand for.video-cassetee recorders kept Japan’ 3 nu 
ber two in electronics buoyant. 
Having overhauled its troublesome oil subsidiary, Th the e big Nordic 
a Eir? group is raking in profits from its car and truck divisio: 
rte swiss change aes * Based.on Tocai currency figures, t Pretax gr $increasedioss ~ 





A 


LET’s TALK ABOUT AUSTRIA'S 
BEST KEPT SECRET 


p The exciting features of banking secrecy and So why not write for our two free; fact-flled booklets | 
customer anonymity that are hard to beat and “The Austrian Alternative — A Guide for Foreign Investors” 
gies: guaranteed by law! and “Investing and Financing in Austria’. ; 


GIROZENTRALE VIENNA thought that as an investor DON’T INVEST WITHOUT THEM, 
_ YOU Ought to. know about this little secret of ours plus 
everything else one needs to know about investing and 

ee Be eS doing business. in Austria. 
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West Germany is on its way 
to a 38-hour week 


Two Japanese businessmen were travel- 
‘ling on the morning train from Frankfurt 
to Stuttgart on May 15th, the day after 
the West German metalworkers started 
‘heir strikes in the north Baden-Wiirttem- 
erg area around Stuttgart. One translat- 
~ ed for the other a story in the Financial 
Times about the strikes in pursuit of a 35- 
. hour week. He had to use English words 
for a 35-hour week and for the lock-outs 
then being forecast. When he finished, 
the two looked at each other and giggled. 

West German bosses and the govern- 
ment fear that such a reaction among 
foreign competitors is only too typical. 
“Not a minute less” has been the slogan 
of the now wavering employers; cutting 
the working week from 40 hours to 35 
(and while upping wages by 33% in line 
with inflation) is, they say, just going to 
export jobs to Asia, even to Britain. 

This week, the metal-industry employ- 
ers in Baden-Wiirttemberg did float a 
concession of a staged cut to 38 hours 
limited to shift workers. But the metal- 
workers’ union, IG Metall, reckoned it 
would benefit fewer than a seventh of its 
~ $m members. The union has frequently 
ndicated that it would be prepared to 
negotiate a compromise, phasing in the 
reduction in hours, but this one was not 
judged sufficient. Talks broke down and 
the number laid-off or locked out rose 


Less hard at it 


Average weekly hours in manufacturing 
1964=100 


ources: OECD; incomes Data Services . 
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still more. Unless somethirig unexpected 
happens, 14m West German metalwork- 
ers could soon be on strike, locked out or 
laid off because of the dispute. What is 
intriguing foreigners and distressing some 
West Germans is such a tough stand-off in 
a country famed for its labour peace and 
compliant unions. 

The Kohl government’s tactically clum- 
sy siding with the employers has made an 
early settlement of the dispute harder. 
But it demonstrates how strongly some 
West German politicians and economists 
feel about what they see as the folly of the 
union argument that unemployment can 
be.reduced by cutting the working week. 
They still should have realised that the 
government’s intervention would stiffen 
the union’s resolve. Worse for them, if 
the metalworkers are defeated in this 
strike, the union could prove fertile 
ground for the West German left, which 
has hitherto made little impression on the 
broad union movement in the country. 

The new leaders of IG Metal, Mr Hans 
Mayr and Mr Franz Steinkiihler, faced 
several problems when they took over last 
year. Jobs were disappearing fast in the 
metal-industry (largely because of steel 
closures and cut-backs) and union mem- 
bers with them. And the union was also 
seen by many of its members as altogeth- 
er too chummy with employers. The 


Hours of work 


For a manual engineering employee, 1983 
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Mayr and Steinkihler: the new two 


rank-and-file members were impatient — 
with the argument that wage moderation 
could safeguard jobs in the longer run. 
They could see profits in West German 


4 


industry rising 10% in 1982-83, while real — 


wages fell by 3%. 

The union’s new leadership decided jit 
had a greater chance of winning practical 
benefits for union members if it went for a 
cut in hours coupled with a wage rise 
matching the level of inflation. Certainly 
the affluent West German workers, who 
already work fewer hours in a year than 
workers in most other industrial countries 


(see right-hand chart), have had their — 


appetite for more leisure whetted by the 
jagged reductions over the past 20 years 
(see other chart). 

The employers say that the union’s 


claim would add an unacceptable 16% to ~ 


their costs—12}% from working five 
hours less for the same pay, plus the cost- 
of-living increase of 33%. But the union 


claims that half the rise could be covered 


by improved productivity from working 
changes induced by a shorter week, while 


the other half would at least be creating 
jobs with beneficial reflationary effects ‘a 


on the whole economy. 


On the unions’ reckoning, 1.4m extra i 
jobs would be created and the taxpayers — 


na SMa a IP ane ety) 


would be spared DM25 billion ($9 billion) —_ 


of the DMSS billion cost of social-security 
benefits and tax forgone by having over 
2.3m unemployed. Employers retort that 


the union chooses only the macro-eco- 


nomic effects that suit its argument, rid- 
ing rough-shod over the damage done to 
costs in a key part of the economy—the 
exporters in the metal industry. | 
Although working hours, especially i in 
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e wanted, employers often argue that 
kers who say they want a shorter work 
k are really just after more overtime 
utin West Germany, where over- 
s decided by a firm’s works council, 
workers are no greedy Stakhanovites: 
only 2.6% of metalworkers actually did 
e last year, and even then: the 
ge they did was only two hours each 

k. Almost half of British manual 
orkers do more than nine hours a week 
each on average. 











ast year of West German manu- 
and construction firms, done by 
economic institute, poured cold 
on-IG Metall’s job-creation sums. 
of the companies said they 
ld hire more full-time workers if 
ir s were cut from 40 to 38 
O years (the sort of settle- 
I ely to come. out of the 
strikes). Another 14% said they 
hire part-timers or workers on 
rm. fixed contracts. Another 19% 
| they wouldgise overtime to keep up 
uction. The rest said there would be 
mployment effect. 
uch surveys only ask how firms will 
ave in the short-run, and so imply that 
worst possible outcome is no increase 
obs. What they cannot say is how firms 
“spend their money when. they next 
so between labour-saving and la- 
r-using investment. If shorter weeks 
aise labour costs, firms will plan to shed, 
ther than take on, extra workers. 
evidence from Holland seems to justify 
scepticism. Dutch employers agreed with 
he unions in 1982 to move towards a 35- 
ur week industry by industry. In re- 
1, the unions accepted that real wages 
uld have to fall, by scrapping inflation- 
exed pay ‘agreements. This combina- 
of work- and income-sharing has yet 
3 produce a wave of jobs in Holland. But 
FNV Dutch trade. union confedera- 
-believes.it has:saved jobs that would 
erwise have been lost. 
the Daf car factory, the hours and 
-wages cuts are reckoned to have 
wed 800 jobs, as the-workforce waived 
right to 10% cost-of-living rises over 
years. But the Daf workers now want 
d ways of reorganising the time they 
k to: give blocks of leave, or even half 
e year on short days: and jad the year 
n long ones. 











mployers are seeking better productivity 









s Belgian plants to 


it loses in accepting shorter hours. 











The Dutch. unions: are. “now pressing: 
mployers to deliver new jobs. But the. 


ough more efficient use of capital. ae 
lips wants seven-da’ working i in one of 
oup that way what 


Paying for it 


Of the | six West German carmakers, only 
Ford has so far soldiered on comparative- 
ly unscathed by IG Metall’s selective 
strikes in pursuit of a 35-hour working 
week. The dispute is reckoned to be 
costing the motor industry DM700m 
($256m) a day in lost sales. 

Mr Eberhard von Kuenheim, chief ex- 
ecutive of BMW, reckons that a fortnight 
of strikes, lockouts. and so forth could 
reduce the industry’s annual turnover by 
5% and the country’s gnp by one half of a 
percentage point. If exports were stopped 
for 20 days, West Germany’s forecast 
DM10 billion current-account surplus for 
this year would be halved. Why, he asks 
plaintively, punish the motor industry 
which created 20,000 new jobs in the past 
few years while others were shedding 
workers? 

The simple answer is that the car and 
car-components industry can afford the 
loss of production better than the other 
industries in which the union’s members 
are concentrated—traditional metalbash- 
ing and sickly steel. The unions only other 
targets are the likes of the Frankfurt plant 
of Siemens, the computer and electronics 
group. 

After a sticky patch at the beginning of 


Money to spend 


General Motors and Ford are getting 
ready cautiously to spend more of the 
cash they have piled up in recent months 
as America’s car market has boomed. 
GM's hoard was $9.1 billion by the end 
of March; Ford’s $4.4 billion. Both com- 
panies are on the prowl for acquisitions. 
GM's spree could include a deal worth 
up to $2 billion to buy Electronic Data 
Systems, a Dallas computer-services 
company. Talks are still under. way. If 
GM buys all or part of the company, the 
carmaker will use Electronic Data Sys- 
tems to help it with data processing and 
selling products like computer-aided 


manufacturing developed within GM.. 


Other, much smaller, recent deals in- 
clude an 11% stake (costing $3m) in 
Teknowledge, a Silicon-Valley artificial- 
intelligence firm, and a stake in a quality 
control school in Florida. 

`- Though GM is the world’s 
manufacturing company, all but $2.7 


billion. of its sales‘ last year of $74.6 = 
| billion were in automotive products and. whic 

‘services. GM wants its diversification to rob 

fit. with businesses it already has, but ass 
“— these cover a wide range: GM makes up p: 


-to half of the electronic chips.it uses and 


earned $1 billion of its $3.7 billion net : 


r$ armakers 


ar sales increased 13%. 

p another 5% in the 
first quarter of thi 
this performance, The Economist Intelli- 
genee Unit's latest © i Te- 





record i we of HA ds cars Ee upon 
1983). But the strike now makes these 
figures look uncertain, The industry’s 
success in keeping: Japanese imports at 
bay (around 10% of the market) without 
quotas or tariffs could also be 
compromised. 

A prolonged: production stoppage is. 
bound to slash the car companies’ profits, 
which have ballooned along with’ sales 
paid increased its pea earnings by 





op os 
rose 7% to DM988m on n les of DM4 
billion. Ford’s and General Motors’ sub- © 
sidiaries continue to tee ah a gi 






Volkswagen, West jea : 

giant, has now moved into profit. I 

quarter earnings of DMS5im co: 

with a loss of DM100m a year earlier, 
It was West Germany’s car-compo- 


NEW YORK 


profit last year from its financing. arm, 
General Motors Acceptance- Corp o 
tion. GM is eager to sell. more defe a 
equipment, and recently reorganised the 
small defence business it already has. 

Ford has fingers in more pies: 8% of _ 
its sales of $44.5 billion last year were ` 
from aerospace, steel, glass and other | 
businesses, including a company making ` 
home appliances in Brazil, Much of 
Ford's steel and glass went into its own ae ty 
cars, though. Se 

Ford has just bought 70% of Starn a 
small telecommunications company, to { 
add to a satellite-services subsidia y set 
up last year. Ford Aerospace, whic ; 
made satellites:-for years, has as e 
Federal Communications “Commission -. 
for Permission: to. launch hree satellites 




















biggest more « 


cars. It also teu: 

gton’s glass operations in -| 
Specialty chemical: fe 5 
been a supplier. _ One eye 


year. On the basis of 





oe 


BANK STATION 


= 


AHR 


othe: 


1983 was one of Interbank’s best 
years since we were founded in 1888, as 
our outstanding results make clear. 

Results like these have made us 
Turkey’s most profitable private bank, 
its leading wholesale bank, as well as 
its major specialist in import/export 
finance. We work mainly with Turkey’s 
top 100 companies and government 
agencies. Our internationally-qualified 
staff are always available by phone or 
telex, and are ready to travel at short 
notice. 


When youre doing 
business with Turkey, 
one bank will 
make you feel this close. 





i i oe 








So if you’re thinking of doing business 
in Turkey, let us, Interbank, bring your 
success there a whole lot closer. 


Some key Interbank figures as of December 31, 1983 


Total Deposits: TL 33,857,661,000 
Total Assets: TL 68,807,796,000 
Shareholders’ Equity: TL  4,647,040,000 


YINTERBANK 


=== THE TURKISH BANK FOR 
INTERNATIONAL TRADE 


FOR MORE INFORMATION ON INTERBANK - AND A COPY OF OUR ANNUAL REPORT - PLEASE CONTACT M. CARMELICH, INTERNATIONAL BANK FOR INDUSTRY AND 
COMMERCE : (ULUSLARARASI ENDUSTRI VE TICARET BANKASI) - BUYUKDERE CAD 108 - ESENTEPE - ISTANBUL - TURKEY - TELEPHONE (1) 172 2000 - TELEX 23 760 IBIC TR 
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5 when William Caxton printed the first English book, he started _ 
et revolution. A free flow of ideas makes constant change inevitable. 
orthern Telecom started its own quiet revolution, one that’s also 
y changing the way ideas are communicated. We were the first 
y to design and produce a full line of digital switching systems, . 
Eee ications technology that transmits both voice and data © 

tai Signals. . T ee 
ur success convinced many sceptics that digital communications 
uly the wave of the future. As private and public digital networks. 
n international web of integrated voice and data communication is 
; y being created. Instantaneous access to global data banks is — 
ng a reality. 
oday Northern Telecom 

leader in digital parent 
systems, in related r a eer ee 
es—fiber optics, ee ee z 
e integrated circuits — For more information on Northern Telecom 
ectronic office systems. and its products contact: Northern Telecom 
ing our mark (Asia) Ltd., 96 Somerset Road, Singapore - 
. 0923, Tel. 7379133, telex RS23369 or 30 

Harbour Road, Hong Kong, Tel. 5-757222; ae 
telex 73338. | ce es 





oS. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. - 
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ANZ can show you the way to a better style of banking. 

We offer nearly 150 years’ financial experience in the City 
covering corporate and institutional financing as well as foreign 
currency exchange. 

And our frontiers are expanding all the time. 

In fact, now we've opened a new Representative Office in 
Ziirich to join forces with our London and Frankfurt operations, 
our European services are looking stronger than ever. 

Next time you can't see the wood from the trees, come to 
ANZ. Together, we can really go places. 


AN d BANK 


Australia and New Zealand Banking Group Limited. 
(Incorporated with limited liability in the State of Victoria, Australia) 
55 Gracechurch Street, London EC3V OBN 


Interbank Dealers 01-623 9123 Telex 887111/2/3 Corporate Dealers 01-621 1275 Australasian Dealers 01-621 1475 Telex 885441 
Sterling Money Market Dealers 01-626 5506 & 5508 Corporate Business 01-280 3210/3315 





iey are one year old than Cuba’s or Mexico’s. These 














ndent writes. 






ncome of Saute Afri- 






lations fail to note 









akes it far worse than. it 
a distinction must be made 
he incomes of those blacks who 
n urban areas and most of thè 11m 
ho live in the so-called “homelands” 
and who: comprise about half-of South 
Africa's black. population; and that the 
ffects of poverty cannot be measured in 
nomic terms only. l 
South ‘Africa is an upper-middle-in- 
come: country by the- World Bank’s 
omparative estimates. In- 1981, it 
ranked 32nd out. of 117. non-Soviet 
c ‘countries in. gnp.‘per head, but 
h in life expectancy at birth and 
“in -infant-mortality . tates... This 
not prove that apartheid is: re- 
nsible for black poverty: But the 
smal. evidence onthe way that 
partheid works leaves nó doubt. 
A ‘central feature. of the: policy is 
influx controls’ that limit the rights of 
lack South Africans to liye and work in 
rescribed white urban areas. Apart 
rom, notably, those who were born or 
o have lived there legally for at least 
15 years, or who are a dependant of 
“omebody in one of these two categories, 
lackscan: be employed in such areas 
y On a. contract basis. They have no 
ight to bring their families with them. 
eir accommodation rights are restrict- 
|. ed.and precarious. 
o. Those who have no employment or 
- tesidence rights in the urban areas have 
to live in the “homelands”. These are 
` overcrowded, mostly infertile and un- 
productive. Their populations: have 
ore -than ‘doubled. over the past 20 
years, largely as a result of a natural 
crease but also partly because of the 
rcible removal of black South Africans 
from both urban and fertile white rural 
areas. The percentage of blacks living in 
hite-owned rural areas fell from 35% in 
950 to only 21% in 1980. y 
-< Although some parts of the “home- 
Jands” are within commuting distance of 
white business areas, there is little eco- 




















































is hit. them: especially hard. Poverty is 
ite, and only relieved by remittances 
m contract workers in the prescribed 
as and niggardly government transfer 






unique to South Africa,” 


. But apologists, 


heid is not responsible 





omic activity in most. parts: Drought | 


t by Mr John Hansen, an international authority on 

essor of paediatrics at the Johannesburg 
301 papers presented at a conference on pov 

South Africa organised by the Carnegie Corporation. A 


ical 


payments. Inevitably, many blacks go 


_ illegally to the prescribed areas. 


- The influx controls undoubtedly exac- 

‘erbate poverty among blacks. Urban 
poverty might be worse if free immigra- 
tion into the cities were allowed. But the 
desperaje efforts made by blacks to live 
in the cities, in spite øf the hazards and 
the squalor in which most of them then 
have to exist (in such places as Cross- 
roads in Cape Town), suggests that they 
think this is better than the destitution 
that faces them in the “homelands”. 

The Botha government’s policy of 
“denationalisation” means that an in- 
creasing proportion of urban blacks will 
lose their rights to live in white cities 
because they will be deemed to be nation- 
als of such new. “independent states” as 
Transkei and Ciskei, and other areas 
designated for eventual “independence”. 

The infant mortality rates cited by Mr 
Hansen are just one indicator of the 
condition of the poor in the ‘‘home- 
lands” presented to the Carnégie confer- 
ence. Another paper said that 80% of 
the population of the. “homelands” — 
some 8m people—live below a stringent- 


South Africa 
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ly defined poverty line. 

Some of those in the “homelands” are 
better off than they would have been 20 
years ago, largely because of a once-and- 
for-all increase in remittances following 


‘the large rise in gold-miners’ wages in 


the mid-1970s.: But the proportion of 


families who are destitute—who receive 
_ ho income from any source and who own 


neither cattle nor land—rose from 5% in 
1960 to 13% in 1980... 
: The. statistics do not show the non- 


_ economic costs.of apartheid. To con- 


"second wife that the male. bread-winner . 


Working population Earnings of blacks as". of = 


demn workers to live in the citit 
their families is one form | 

tion. And the statistics descri 
the condition of their dependants 
the “homelands”, nor the pr 
ness of their income; often shared wi 















a: 


in the city has acquired. a soa 
One view is that economic growth is. 
inevitably liberalising. because firms will: 
need both skilled black labour and 
more prosperous black population as a 
market for their output. But it woul 
foolish to count on economic forces 
relax. apartheid. Capital investment 
already cutting the need for labour and 
markets  overseas—particularly i 
Asia—seem better bets than the. pros- 
pect of an eventually affluent domestic 
African market. i A 
Some forms of petty apartheid have 
been relaxed and there is also some. 
multi-racial sport. This is cosmetic. What 
matters. is the pursuit of a policy. of. 
squeezing into the “homelands” the ma- 
jority of. blacks, leaving the: r 
black workers on call when wased. 
The government is offering financial | 
inducements to industry to move into the 
homelands, but with negligible success 
The targets of having 23m blacks living . 
in the “independent” states by 2000 
means that 23m blacks are likely to be 
landless, far -removed from work a 
locked in a cycle of poverty from whi 
few will escape. BE E 
Evenif these harsh predictions prove to 
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be correct, the system may still be politi-. 
cally and militarily strong enough to _ 
survive. Apartheid has the support of- 
nearly all Afrikaners and of many white . 
English-speakers. The Afrikaners who 
are. moving gradually- into “businesses 
hitherto dominated by the English-speak- 
ing section of the population (which has. 
historically been less doctrinally racist), | 

may find their politics do not alwaysserve — 
their economic interests. But apartheid’s 
power base remains widespread, w 
organised and homogeneous. 


` WORLD BUSINESS: 
hents makers that IG Metall hit first, 
pulling out just 13,000 workers at key 
plants. The shutdown of manufacturers 
like Bosch has already badly hit car 
production as far afield as Belgium and 
Austria. Without a settlement, produc- 
tion of the successful Vauxhall Cavalier at 


Dunlop 


Retreading 


Dunlop was once one of the world’s leading 
tyre makers. Today it is having to work 
hard to please its bankers. Under Sir 
Maurice Hodgson, its new chairman (and 
ex-chairman of ICI), Dunlop is putting 
more assets up for sale to get its debt down. 
Shareholders wonder and wait, wearied by 
yearsin which a deflating world tyre market 
and a shattered British car industry took 
their toll of amanagementthat tried to fight 
back but failed. 

The increase in Dunlop’s losses and 
debt (see chart) can be blamed mainly on 
the European tyre market, where surplus 
capacity, inefficiency, imports and price- 
cutting haveeforced the company to re- 
trench. Most of Dunlop’s European tyre 
business has now either been closed down 
or sold to Sumitomo Rubber, the Japa- 
nese tyre maker. 

Dunlop’s bankers want the group’s 
debt of £417m ($578m), £356m of it short- 
term, reduced smartly. About £207m of 
that debt was due this year, but the 40- 
plus banks involved have agreed to defer 
all of it. Instead, they have taken security 
against Dunlop’s assets in advance of 
financial restructuring over the next three 
months (which may include converting 
some bank loans to equity). 

Meanwhile, the only quick way to re- 
duce the debt is to sell assets. That does 
not mean the company is about to sell its 
most attractive tyre assets: its wholly- 
owned American company and the 51%- 
held South African company. Pre-tax 
profits were £18m in America and £21m 


Turnover 


Dunlop 
in 


GM’s British subsidiary will start to be 
affected after June 8th. West Germany’s 
carmakers already have enough on their 
plate with their government’s. threat to 
impose expensive exhaust-emissions con- 
trols by 1986. IG Metall’s selective strikes 
are choking them now. 


in South Africa last year. Sold off, they 
would probably raise £40m-50m each 
which, many in the City of London reck- 
on, would make all the difference. 

Preferred candidates for sale are such 
interests as Dunlop India (pretax,profit of 
£2.8m in 1983 and 40% owned), New 
Zealand (£3.5m and 52%), Zambia 
(£1.9m and 55%), and Zimbabwe (£2.1m 
and 75%), where the government is 
blocking remittances worth £14.4m. 

Dunlop is also talking to Sumitomo 
about its wholesale and retail tyre busi- 
nesses in Europe: National Tyre Service 
in Britain and Holert Konz in West Ger- 
many. The net proceeds from Sumitomo 
for the European tyre-making businesses 
(excluding France which is going for a 
nominal FFr1) should give Dunlop £40m 
to reduce its debt. 

Another asset up for sale is a share of 
Dunlop’s 51% stake in Malaysian Indus- 
tries, whose pretax profit was £9.3m in 
1983. Late last year, Pegi Malaysia, the 
Malaysian investment holding company 
which holds a 26% stake in the Dunlop 
group, backed out of buying half of 
Dunlop’s interest in Malaysian Industries 
because it felt that the £55m price tag was 
too high when it could have bought the 
whole of Dunlop for some £80m. 

Dunlop is keeping a close eye on a 
possible change in Malaysia’s bumiputra 
policy—designed. to increase the stake in 
the economy of native Malays. The Ma- 
laysian government now wants to attract 
more foreign investment. It is poised, 


Sales by sector, 1983 
Total:£1,603m 
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Engineering 


rumour whispers, to show foreigners that 
Malaysia’s intentions are honourable- by 
allowing Néstlé, the Swiss food multina- 
tional, to retain a controlling interest in 
its business there. This would set a prece- 
dent that would make it easier for Dunlop 
to find a foreign buyer for its Malaysian 
Industries’ stake. 

Sir Maurice Hodgson, who took over 
from Sir Campbell Fraser at Dunlop in 
January, will sell the American and South 
African assets only as a last resort. He 
wants them to form the core of a new 
Dunlop with sales of at least £1 billion a 
year. Retreaded Dunlop would take in 
the best bits of the four non-tyre divi- 


‘sions—industrial, engineering, consumer 


and sports. These four contributed £650m 


Sir Maurice may smile. . . 


in sales (41% of the total) but only £22m 
(35%) in operating profits last year. In 
pursuit of this ambition, Sir Maurice’ is 
trimming its range of products, which 
now runs from tennis racquets to aircraft 
brakes. 

Dunlop’s long-suffering shareholders 
will believe the improvement when 1 
see it. They got no dividend for 1983, _.._ 
so far this year their shares have lan- 
guished below a miserable high of 48p. 
(In the late 1960s, the share price touched 
260p: it would need to be £14 now just to 
have retained that value in real terms.) 
This is one reason why some shareholders 
have objected to Sir Maurice granting Sir 
Campbell £137,400 compensation for go- 
ing early. 


Japanese electronics firms 


Back to the box 


TOKYO 


Japan’s consumer-electronics firms are 
expecting a brighter future for the colour- 
television market. Colour televisions are 
already in most homes in rich countries, 
and price competition is fierce for small, 
second sets. So it is video-tape recorders 
that have been making money for the 
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< world’s 
_ Maker, which also owns half of JVC, 
-expects its television sales to grow by 9% 
-< this year, Toshiba expects domestic tele- 


ars. Now, making 
tempting again. 

h of the Japanese televi- 
s Victor Company of Japan 
In the year to March, 1984, its 
‘televisions rose by 20% to Y54 
billion ($235m), after falling by 6.4% the 
evious year, and rising by only 4.5% in 
182. In 1980 televisions made up nearly 
of JVC’s sales, a share. that had 
ed to. 9% by 1983. That share is now 
. This year the company ex- 
its television sales to grow by 21%, 
even than the 13% rise it expects 

eo equipment sales. 
rowth in JVC’s television sales is 
aller base than some Japanese 
^. Bigger rivals expect healthy 
growth, too, however. Matsushita, the 
biggest _ consumer-electronics 


vision production to rise by 7%. (Many of 
- Toshiba’s faster growing markets are 
“overseas, where it has local production.) 
“my, which gets 24% of its sales. from 
. levisions, says only that it is expecting 
“accelerating growth, too, 
total Japanese television output 
table (12.8m sets last year), why 
‘should growth be picking up? Competi- 
‘tion for sales of sets with screens of 14 
inches or less is fiercer, especially from 


South Korean, Taiwanese and, soon, 


Chinese factories: Even Japan’s. watch 
‘makers. are getting in. on the act. Last 
week, Seiko announced a colour-televi- 
ion set with a two-inch screen. It will be a 
mpetitor to Sony’s monochrome 
ichman, which has so far sold more 
000 worldwide. 

e big Japanese television makers 

aping upmarket, helped by: 


2s, Combined sales: 


computers or whatever. JVC says its 
ordinary television ‘sales rose only 10% 
last year, with the rest coming from 
monitors. Sony says that 30% of Japanese 
television sales are now of monitors. 

@ Stereo, bilingual television in Ameri- 
ca. At the beginning of May, America’s 
‘Federal Trade Commission at last author- 
ised a standard system for broadcasting in 
stereo and in two languages (known as 
multiplex). In Europe and Japan such 
broadcasting has been around for years 
(20% of European sets can receive ste- 


Are sixteen 


eads 


American industry does not go in for 
pooling resources. The practice can tame 
businessmen’s animal spirits and sharpen 
antitrust concerns. So most of the high- 
tech research by American businesses has 
been done by individual companies or at 
universities. But with this effort now 
costing an estimated $40 billion a year 
(and rising) some companies have decid- 
ed to team up. For two reasons: to 
confront competition from Japan and 
Europe, and to keep up with such mon- 
eyweight champions.as IBM. 

Since January, more than 100 high- 
level researchers—the vanguard of a 
group of at least 350—have been at work 
in Austin, Texas, for a joint venture 


called | Microelectronics and Computer * 


Technology - : Research Corporation 
(MCC). They are not required to invent 
specific high-tech products. Their goal is 
long-term: assuring American dominance 


-Advanced Micro Devices Allied 
Control Data 

Harris 
Motorola : Nat. 
RCA eS Rockwel 

United. Technologies : 


Digital Equipment 
Honeywell 
emiconductor 


's sales: $40.2 billion) 


Television makers expe 
replacement sales this year 
@ The next wave of replac 
come from “high-definition” 
in the late 1980s. In 1987, 
broadcasters are expected to begin u 
the broader band widths needed for 
er quality transmission. In Japan, 
broadcasting will not begin u 18° 
the earliest. According to: 
industry forecast, the mark 
definition sets could be 2m ii 
3m in America in the first few years 
While they are waiting for high-de: 
tion broadcasting, television. make 
developing upmarket digital te 
‘These take ordinary televisio sign. 
remove that fuzz and enhance the pict 
as well as offering gimickry such as be: 
able to freeze a frame. Later this > 
Matsushita plans to start selling a. 
lised set with which the user can wate 
two channels at once, keeping one dis 
played in a small window in: the 
picture. It will cost abousg0% more 
ordinary sets, says the firm. 


better than IBM's 


of the computer industry by impr 
computer designs and uses for an- 
expanding world market to absorb. 
It amounts to tackling by private means . 
what the Japanese have achieved with 
public. funds. MCC’s .$65m rore 
search budget is provided by 16 com 
nies (see table), They include some of the 
best known, though not necess b 
gest, names in American hig! 
Control Data first proposed the ons 
tium more than two years age 
firms signed up. Five more cami 
cently and two others are on their way. 
These shareholder companies. expec: 
no direct benefits for 6-10 years. four 
main research programmes now un 
way—in software technolo: om) 
design, advanced computer a 
and integrated-circuit packagi 
not .be completed before ther 
putting up an entrance fee { 


BMC Industries. 
Eastman Kodak: 
Martin Mariett 

NCR 


Sperry 


10.4 
4.3 


58. 
12o 
8.1- 
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~ $500,000), each shareholder company has 
. to fund at least one research programme. 
In return, it gets exclusive rights to ex- 
‘ploit the results for three years. After 
that, they are opened up to general licens- 
ing, with all shareholders dividing the 
PAS spoils. pcre A 
pes IBM decided not to join the club. So 
' did AT&T, Texas Instruments, Xerox 
= —— ånd Burroughs. IBM, for one, was loth to 
~ share its proprietary information. But 
E ` there are protections for proprietary in- 
_ formation: in order to avoid antitrust 
ee complications, MCC’s shareholders are 
Bey effectively barred from pooling the re- 
Kt _ search information they have previously 
| 





3 developed on their own. Whatever the 
_ ~ reason for it, IBM’s absence is a blessing 


<- in one sense: despite the safeguards built 
= into MCC, trustbusters in Washington 
-g would have found it hard to overlook a 
= joint venture that involved IBM. 

= Some 60 cities in 27 states wanted to be 


home to the venture, seeing in it a poten- 
tial high-tech queen bee attracting a hive 
of computer-related businesses. Austin 
succeeded because Texas’s state govern- 

ment and business leaders offered the 
brightest lure ,sMCC’s headquarters is 
_ going up on land given by the University 

of Texas, working hard to become Ameri- 
ie ca’s leading high-tech academic centre. 
` — That should bring a flow of talented 
i researchers. 

A fierce tug-of-war has gone on inside 
the venture, too. Member companies 
have fought with each other to fill re- 
search posts with their own employees. 
- This worried the man who runs MCC, Mr 
-~ Bobby Inman, a former deputy head of 
the Central Intelligence Agency who 
‘knows scientists well after a stint as head 
- of America’s secrets-gathering operations 

at the National Security Agency. He 
| feared that a jobs-for-the-boys approach 
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Inman spooks for science 
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Is investors’ enthusiasm for biotechnolo- 
gy companies running out? Biogen, the 
Swiss company, has only got $25m of the 
$60m it tried to raise through an R&D 
limited partnership. And Hybritech, a 
company based in San Diego that want- 
ed to raise $80m the same way, managed 
to raise just $40m. 

There are some 200 biotechnology 
companies worldwide and their number 
is still growing. Fierce competition has 
not yet led to the sort of shake-out that 
thins out the players in most fast-growing 
fledgling industries. 

During the past five years, biotechnol- 
ogy companies have been through three 
forms of finance. First, seed corn was 
provided by venture-capital firms. Typi- 
cally, handouts of about $1m were used 
to help academics with bright ideas set 
up firms. But when research got more 
costly and companies began to talk about 
production on a large scale, biotechnolo- 
gy firms opted for equity capital, the 
second stage. Genentech led the way 
when it raised $200m on Wall Street in 
1980. Around 100 such share offerings 
have followed since. 

Biotech companies have not been im- 
mune from stockmarkets’ recent general 
decline. The shares of Amgen, which 
went public in June, 1983, have fallen 
from a peak of $18 each to about $5 now. 
Those of Biogen, which went public 
three months earlier, have fallen from 
$23 to about $8. 

So biotech companies have become 





might prevent creativity. He now has 
authority over recruitment and strikes a 
balance: half MCC’s researchers come 
from outside the consortium’s sharehold- 
ers, half from within. 

A typical researcher is a PhD with 16 
years’ experience in research. Salaries are 
what Mr Inman calls “high industry aver- 
age”, so the road to real riches for 
researchers could lie in quitting the ven- 
ture after several years of intensive devel- 
opment work to exploit new processes on 
their own account. 

There is a limit to the number of 
shareholders MCC can live with. Big 

decisions affecting the venture’s research 

programmes must be unanimous. Mr In- 
man likens achieving unanimity to deal- 
ing with Nato—“15 or 16 different cul- 
tures bound together by a common 
need”. Much more enlargement could 
conceivably result in single companies 
holding everyone else up. That is why, in 
Mr Inman’s view, MCC clones are likely 
to appear soon. To encourage the clon- 
ing, legislation is being pressed before 
congress to shield high-tech joint ven- 
tures from attacks made on antitrust 
grounds. : 
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The glamour goes from biotech 
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more reliant on a third source of fi- 
nance—R&D limited partnerships. 
Sums of up to $75m have been advanced 
by rich private investors in America keen 
to exploit the tax breaks they can get | 
from such investments. Centocor. has 
established the latest partnership. It is 
trying to raise $15m but, so it is said in - 
the industry, finding it hard. 

The general disenchantment with 
high-tech stocks and the realisation that. 
it will be five years or so before biotech- 
nology products come to market in a big 
way has caused investors to lose their 
enthusiasm for R&D partnerships. 
Those few products already on the mar- 
ket have not sold well. Humulin, a 
genetically-engineered insulin launched 
in late 1982, has only 5% of the world 
insulin market. 

Companies that specialise in biotech 
will find the going even harder as big 
drug companies enter the industry. Wit- 
ness the way, early in 1983, W. R. 
Grace, the American chemicals compa- 
ny, took over Amicon or Bethesda Re- 
search Laboratories merged with the 
biological products division of Dexter; 
best known for making teabags. Mr John 
Walker of Charterhouse Japhet’s ven- 
ture-capital fund reckons that, with com- 
panies emerging as market leaders, the 
shake-out in the industry has started. 
The second-rank firms, he says, are now 
surviving on the money they raised some 
time ago and will find investors hard of 
hearing when that runs out. 



































Coffee 


Black, with no 
sugar 


The 11% rise in coffee prices during the 
past month looks likely to kill the interna- 
tional coffee agreement, which has nearly 
exhausted the ammunition it has for stabi- 
lising prices. Next month, unless it 
changes its rules, it will have to resort to 
its last weapon—self-destruction. 

The current agreement, signed by all. 
the main consuming and producing coun- 
tries in 1983, tries to keep prices between 
$1.20 and $1.40 a pound by imposing 
export quotas. Exporting countries are 
allowed to ship only 56.2m bags (of 60 
kilogrammes each) a year. If prices rise, 
more coffee is automatically released, 1m 
bags at a time, on to the market. 

This year, high-quality beans are in 
short supply even though 33.7m bags 
were exported between October and 
April (the most since quotas were im- 
posed in 1980). The harvest in the Ivory 





~ Coast, Africa’s biggest exporter, may be 
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he are trig- 
i average coffee 


releases of Im bags 


the current marketing year. The 


rage reached $1.45 a pound. It 


was not enough to stop the rise in prices 


because it did not put the right sorts of 


i $i Sya paina. 


e moving average for 
the past 15 days is around $1.49. 


All that is needed for the next quota 


release to be triggered is for the moving 
average to stay above $1.45 a pound. 
Fifteen working days have to pass be- 
tween one quota release and the next. So 


the fourth and final one seems likely to be. 
‘made on June 7th. On that day, the 
stockpile will be exhausted. 


Under the rules of the agreement, 
unless prices suddenly start falling (un- 
likely), export quotas must. be scrapped 
30 working days after the stockpile is 


B erasa soft drink 


First. there was beer. Then there was 
‘wheatgerm and jogging. That begat light 
beer with fewer calories to help make 
health-conscious Americans lean.. Now 
there is‘low-alcohol beer with half the 
„alcohol to keep them sober. 
Low-alcohol beer has only 2.4% alco- 
‘hol by volume, against 5% in a typical 
“American beer. The brewers. say it is no 
more fattening. than the heavier of the 
light beers. It does not cost any less and 
its launch nationally marks the start in 
earnest of.a new beer battle in America. 
“Imported low-alcohol beer has. long 
been. available in America. Schmidt, a 
` Philadelphia beer maker sells a low- 
alcohol. brew locally. Stroh, the Detroit 
brewery, is test-marketing a low-alcohol 


| Sobering 
US market 
shares (%): 


bybrewer 1984 est 

.23 Anheuser-Busch 33-—— : 
L-6-——— Miler = 20 
22 Stroh/ Schlitz —12 


ST LOUIS 


version of its Schaefer brand in Texas. 
But it is Anheuser-Busch, the St Louis 
brewer of the Budweiser and Michelob 
brands, that has been first to sell low- 
alcohol beer nationally. 

A skirmish is being fought in the 
courts. Both Anheuser-Busch, Ameri- 
ca’s biggest brewer, and Stroh distin- 
guish their low-alcohol beers by putting 
the letters LA after the names of their 
brands. Stroh says that LA is a generic 
name, the abbreviation for low-alcohol. 
No, no, says Anheuser-Busch—LA 
stands for Low-aleohol Anheuser- 
Busch. Stroh has been sued for allegedly 
infringing Anheuser-Busch’s trademark. 
On May 25th, a federal district court in 
St Louis ruled in Anheuser-Busch’s fa- 
vour. Stroh is appealing against the 
decision. 

Although it has an increasing share of 
the American beer market, Anheuser- 
Busch is playing tough because that 
market is going nowhere (see chart). 
Americans, especially affluent young 
ones, are deserting the singles bars for 
health clubs and drinking white wine 
rather than beer or hard liquor. 

This has spawned what admen call 
neutered products—low-tar cigarettes, 
decaffeinated soft drinks and coffee, 


herbal tea and diet white wine. Ameri- 
` €a’s brewers hope that low-alcohol beer 


will convince some of their lost drinkers 
that beer can be healthy, too. 
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Sea is now 400 k i 
May 26th, Rumania’s Président: 
Ceausescu formally ‘opened 9 


trade routes to thë sea: 

It has taken eight years, an 
£1.3- billion, and the efforts o 
thousand workers (inch 
army) to do the : 


to six 3,000 dwt isa 

to 5,000 dwt. Some 300m 
earth had to: be moved—-more- 
the Suez or Panama canals. 
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Rumgnia has announced plans to create 

a free trade zone at the mouth of the canal 

at Constanta South. When finished, it will 

be one of Europe’s biggest ports, capable 

of handling ships of up to 150,000 dwt. 

‘ New river ports at Cernavoda, Medgidia 
and Basarabi are also nearly finished. 


The Rumanians hope that the new link 
will boost their trade and produce a 
healthy hard-currency income from tran- 
sit fees. Once the West Germans finish 
the missing section of their Rhine-Main- 
Danube canal, there will be a direct 
shipping link between the North and the 


The mighty Quin 


Motorists, property developers and big 
stores will all have to help pay for the 
excellent Paris public transport system if 
France’s most highly-placed Communist 
manager gets his way. Mr Claude Quin, 
who wrote books with titles like “What 
Capitalism Costs France” before being 
put in charge of the capital’s buses and 
underground railway in 1981, has presid- 
ed over a steady rise in the number of 
people using public transport (see chart). 
Now, he wants to cut the dependence of 
the Régie Autonome des Transports 
Parisiens (RATP) on central govern- 
ment subsidies that keep fares at two 
fifths of journeys’ cost. 

This is becayse the Mitterrand admin- 
istration is tithtening its budgetary belt 
and will be stingy about subsidies for the 
next two years. But it is piquant that the 
affable Communist RATP boss should 
look across the Atlantic for inspiration. 
Mr Quin reckons American cities have 
the right idea when they tax those busi- 
nesses which benefit from the presence 
of bus and subway lines. 

RATP officials point to the boom 
which the department stores Galeries 
Lafayette and Au Printemps enjoyed 
when a metro and suburban railway 
junction was opened beneath them. A 
shopping development in the old Les 
Halles market benefits in the same way 
from being connected to the RER fast 
rail link with the suburbs. The stores 
prize the customers the RATP brings. 
They are less keen on paying for the 
privilege. 

Mr Quin and his boss, Mr Charles 
Fiterman, the Communist transport min- 
ister, also want the RATP to get a slice 


Total number of journeys 
on all RATP services, 
per year 


PARIS 


of the national oil and petrol tax. They 
argue that motorists benefit from effi- 
cient public transport that cuts the num- 
ber of people using cars and so reduces 
traffic jams. The finance ministry, look- 
ing for ways of introducing promised tax 
cuts next year without hitting govern- 
ment revenue too hard, is resisting the 
suggestion. But there is political capital 
to be gained from letting Mr Quin have 
the funds he needs to go on pleasing 
RATP users. 

The RATP draws its operating income 
in three roughly equal chunks from pas- 
sengers, central and local government, 
and companies which pay sums assessed 
on the basis of their wage bills. The 
revenue structure means that the metro’s 
flat-fare is FFr2.40 (30 cents), though the 
cost to the RATP is FFr6.00. Most 
travellers do even better by buying cut- 
price monthly tickets. 

Despite the way it now lends a hearing 
ear to free marketeers, the government 
is going to keep Paris transport fares 
low. Apart from being unpopular, any 
substantial rise would have a nasty effect 
on the price index, and would deter 
passengers whom the RATP has been 
courting with a clever advertising cam- 
paign making out that public transport is 
the chic way to travel. 

When Mr Quin moved to public trans- 
port from a university post, the RATP 
was expanding because of the heavy 
investment programme of his predeces- 
sors. Paid journeys increased from 2.06 
billion in 1981 to 2.19 billion last year, 
just over half of them by metro. The 
increase was caused not onlyeby new 
lines, advertising, and the spread of 


Black Seas. Traffic could expand dramat- 
ically. Another attraction for the inde- 
pendent-minded Rumanians is that the 
new canal takes the country’s transport 
route to the Black Sea away from the 
Russian border and so out of direct Soviet , 
influence. ` 


monthly tickets. Uniformed staff have 
been posted ostentatiously by turnstiles 
to deter fare dodgers. The RATP reck- 
ons this has boosted ticket sales by 20m. 
A law introduced by Mr Fiterman that 
makes employers pay half the cost of 
workers’ transport is reckoned to have 
added an extra 40m journeys last year. 

Mr Quin has gone out of his way to get 
on with the RATP’s 39,000 workers who 
make the public transport system the 
biggest employer in the Paris region. His 
frequent meetings with the unions are a 
departure from tradition. One of his 
predecessors was reputed to have been 
so little known by employees that he 
once walked through a picket line trying 
to barricade him in his office because 
nobody recognised him. 

Mr Quin’s homespun approach and a 
round of initial staff-boosting measures 
have kept the peace on his labour front 
so far. The real test is now coming with 
wage negotiations: the management side 
is stuck with the government’s 5% guid- 
line but the unions think inflation may 
well turn out to be a couple of points 
higher this year. 

The RATP plans to go on developing 
new services for Parisiens up to the end 
of the century, with an array of futuristic 
trams, trolley buses and driverless small 
cabins that will shoot along special tracks 
on the southern edge of the city. Mr 
Quin wants to maintain annual invest- 
ments at FFr3 billion ($360m), drawn in 
equal amounts from the state, self-fi- 
nancing and borrowings. The RATP is 
already FFr11 billion in debt. Interest 
charges cost it more than FFr1 billion 
last year. The government is pondering a 
plan to transfer responsibility for the 
RATP to the Paris region. First wipe out 
the debts and then let us fix ticket prices, 
says the opposition-dominated regional 
council. 


Breakdown by service :1983 
Total number of journeys: 2-2 bn 
Metro 527% 
Suburban 

railway 11-7% 


Montmartre 
funicular 
railway 
0-1% 


bus 19-8% 


Paris bus 14-6% — 


Tourist/ 
hire services 0-2% 


Others 0:9% 
Portrait: Claude Quin Source: RATP 
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America’s banks bank on congress 


The. deregulation of American 
banking is running into trouble. 
The $7.5 billion rescue to stop a 
run on Continental Illinois, Wall 
Street's dumping of the shares of 
Manufacturers. Hanover, and ris- 
ing interest rates—which could 
force banks to write off some 
Latin American loans—are dam- 
aging plans to patch up America’s 
tattered banking laws this year. 

Big banks, the Reagan admin- 
istration and much of the senate 
wanted banks to have wider pow- 

s, eg,. to sell insurance and 
ovme securities and to act as 
brokers in property deals. But 
the panic over Continental Illi- 
nois and louder rumblings about 
third-world debt have given their 
opponents—the insurance, secu- 
rities and property industries, 
small banks and many in the 
house of representatives—conve- 
nient arguments against letting 
banks off the leash. 

* Federal insurance of most 
bank deposits, opponents of de- 
regulation say, allows banks to 
attract money whatever the risks 

' they take. So banks should be 


restricted to lending money, in- 
stead of investing in securities 
trading or insurance. And since 
banks like Continental Illinois, 
with too many dicey energy 
loans, and the big lenders to 
Latin America made a ‘mess of 
what they were already allowed 
to do, why let them do more? 

The banks and their supporters 
reply that they want to compete 
on equal terms with the stockbro- 
kers, insurance companies and 
others who have been allowed to 
enter banking. 

A new banking law is still on 
the cards this year. But the row 
about how Continental Illinois 
was rescued (see box this page) 
has increased the odds against big 
banks winning wide new powers 
to enter new businesses. 

The deregulation of American 
banking is unfolding in stages. 
First the liberalisation of finan- 
cial markets; then the offer by 
banks of a wider range of ser- 
vices; lastly, the end of restric- 
tions on where banks may sell 
these services. Deregulation is 
stuck on stages two and three. 


The $100,000 question 


The Federal Deposit Insurance Corporation (FDIC) insures all 
bank deposits of up to $100,000 and, until recently, had a policy 
of reimbursing all depositors whenever a bank went bust. In 
theory, it wants to change this policy. Banks are now free to 
compete for deposits, so the premium they pay for deposit 
insurance, the FDIC believes, should reflect the risk the 
depositors run. None of which squares easily with its bail-out of 


Continental Illinois. 


The FDIC promised—for the first time—that all depositors in 
Continental Illinois would get their money back. That reversed 
a decision in March to repay only part of any deposit over 
$100,000 lost if a bank went bust. The aim of this policy was to 
make shaky banks pay more for deposits: until now, a bank, 
however badly run, could attract deposits because everybody 
knew he would get his money back whatever happened. 

The FDIC has two other schemes for making deposit rates 
reflect the soundness of banks. It has ruled that deposits placed 
in banks by brokers, who shop for money in parts of the country 
with excess deposits and sell it where money is scarce, will from 
the autumn no longer be fully covered by federal insurance. 

And it is asking congress for legislation to let it charge a higher 
insurance premium on deposits at risky banks. 

Congress is in no mood to agree. Mr Fernand St Germain, 
chairman of the house banking committee, agrees with the 
Independent Bankers Association that the FDIC’s policy of 

- withdrawing protection from some depositors in small banks 
that go bust, while promising repayment in full to every 
depositor in Continental Illinois, means 


letting the world know your money is worth more in a big bank than 
in a small bank, because a big bank is not going to be allowed to fail. 
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By the end of 1982, interest 
rates On most deposits and loans 
had been freed from regulation. 
Changes in financial markets, 
hastened by the abolition of con- 
trols on most interest rates, 
tempted companies from Outside 
banking to set up their own bank- 
ing subsidiaries. These newcom- 
ers—retailers, industrial con- 


glomerates, insurance companies. 


and stockbrokers—added bank- 
ing to the services they offered. 
So the banks clamoured for per- 
mission to expand into other fi- 
nancial services. 

The Reagan administration’s 
bill, introduced in mid-1983, and 
now absorbed in part into a bill 
from Mr Jake Garn, chairman of 
the senate finance committee, 
would help banks in two ways. 

@ Through “arm’s-length” sub- 
sidiaries, banks would be able to 
sell insurance; underwrite some 
types of security, including tax 
exempt bonds issued by state and 
local authorities and mutual 
funds; and invest the equivalent 
of up to 5% of the parent compa- 
ny’s capital in property. 

@ Loopholes in banking law 
would be closed, so that industri- 
al and commercial companies 
with banking subsidiaries would 
be supervised like other banks 
and subject to the same rules. 

The bankers’ lobbyists, led by 
the American Bankers Associa- 
tion (representing most of Amer- 
ica’s 14,000-plus banks) and the 
Independent Bankers Associa- 
tion (spokesman for the 7,000 
smallest banks), wanted to stick 
to discussing ‘changes in banks’ 
powers. Banks agree that they 
should be allowed to sell more 
services. They disagree strongly 
about the final stage of deregula- 
tion, the formal abolition of curbs 
on interstate banking. Better, 
they believed, to push mainly for 
the extension of powers already 
in the administration’s bill. 

This tactic was overtaken by 
the growing chaos in American 
bank regulation caused by so- 
called “non-bank banks”. The 
non-bank bank—a sub-standard 
euphemism from the country 
which gave us “non-dairy cream- 
er’—looks and behaves much 
like a bank, but it escapes the 
legal definition of a bank en- 
shrined in the bank holding com- 
pany act of 1956. 

This law, on which much of 
American bank regulation is 
based, was meant to stop banks 
from dodging restrictions on in- 
terstate bank branches by form- 
ing separate banking firms in dif- 
ferent states (see box on next 
page). It said that any company 
owning a bank would be regulat- 
ed by the Federal Reserve Board, 


and would be allowed, to sell 
other services only if they were 
related to banking. These: hold- 
ing companies could own banks 
in different states, but only if the 
states agreed. The law defined a 
bank, all too loosely, as an insti- 
tution which took demand depos- 
its and made commercial loans. 
‘The industrial conglomerate 
Gulf + Western was the first (in 
1980) to spot the loophole: if you 
buy or start a bank which either 
makes no commercial loans or 
takes time instead of demand 
deposits, it escapes the law’s defi- 
nition of a bank. So the Fed has 


a 


State lines didn’t bother them 


gerer 


nò claim to supervise it, and it 


can expand in any of the states 
whose laws welcome “banks”. 

Non-bank banks must have a 
state or national charter, but 
many states oblige in the compe- 
tition for jobs and tax revenue. 
The comptroller’s office, which 
regulates nationally chartered 
banks, was sympathetic in order 
to hasten bank deregulation. 

The Fed balked. Most non- . 
bank banks have: been set up to 
collect deposits, since the crum- 
bling bank laws already made it 
easier to lend than to collect 
deposits in different states. The 
Fed feared the growth of deposits 
beyond its control could loosen 
its grip on monetary policy. As 
lender of last resort, it would 


have the responsibility for thee 


stability of the banking system, 
but not the power to ensure it. 
After a confrontation between 
the Fed and the comptroller’s 
office in late 1982, the comptrol-. 
ler froze further applications for | 
national charters for non-bank 
banks for a year from March, — 


1983, to give congress time to 


change the law as it saw fit. 

Nothing happened. oes 
Meanwhile, banking compa- ` 
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~The timaing ffi ancial panics is often 
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or them, That was so in the run 
ey on 2; Chicago s‘biggest bank 


jay 24th. On that pa investors 
finally gave up believing that big Ameri- 
‘any banks..could avoid losses on their 


-| loans to Latin America. 


_ While twitchy markets are telling banks 
e the music, American’ officials, 
and accountants dangices on how 


Tates ‘debtor. ‘countries pay—a 


ate for the debtors regardless 
rates. It would like to keep 
high at home to head off an 


‘boom, and low elsewhere to | 
ease the burden on developing countries. 
. There are as many versions of this cap- 


ging finance for Argen 
nd of May. The follo 


Manufacturers Hanover: — 
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Bank of America 
J P Morgan 
First Chicago 
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for an interest-rate cap or not. 

Bankers are also divided. Citicorp, 
which acts as.chairman or co-chairman of 
the bankers’ committees negotiating with 
Mexico, Brazil and Argentina (and has 
most to win or lose there—see chart) says 
it dislikes any scheme to put a lid on 
interest rates. It believes that concessions 
would undermine the banks’ negotiating 
position and reduce the borrowers’ incen- 
tive to pay up. 

Other bankers say that rising interest 
rates have already made Citicorp’s analy- 
sis obsolete and that something will have 
to be done soon to reduce the interest 
that debtors pay. The more cautious want 
to postpone any decision until the mar- 
kets are calm. A more combative senior 
banker argues that the banks should be 
pressing the government to head off high- 


“er interest rates and to take more respon- 


sibility for the problems its budget deficit 


“has caused. 


Jail talk 


Whoever started the rumour about Man- 
ufacturers Hanover that sent the share 
price of America’s fourth largest bank 
into a dizzy spin on May 24th could be 


thrown into jail for a year and fined... 


$5,000 if he is discovered. In 1965, New 
York State banking laws made it a crimi- 
nal offence wilfully to spread a ‘rumour 
-which affects the solvency of a state- 


< chartered. bank while knowing it to be’ 


> untrue. Manufacturers Hanover is char- 
- tered in the ‘state of New York. 
endent of banking 
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hae as interest payments on the toppe ] 
up loan were maintained. 
Brazil and Mexico have made it clear 


interest rates fai adding the diference t 
their loans: The head of Brazil’s centr 


that capping interest rates would mi 
postpone the problem. At curre 
adding Brazil's interest payment: 
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Reserve judgment 


% drop in 1983 earnings from setting up a 
„reserve of 10% against losses on loans to 
Argentina, Brazil, Mexico and Venezuela 
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Source: AG Becker Paribas 


Of the American banks’ loans to the 
big, four Latin American debtor coun- 
tries—Argentina, Brazil, Mexico and 
Venezuela—only those to Venezuela 
` have been clag#fied as sub-standard by 
the bank regulators, a classification that 
means little more than “watch these loans 
closely”. Nevertheless,, it- is Argentina 
that is the biggest worry at the moment. 
Investors behaved rationally on May 24th 
in knocking most (11%) off the share 
price of Manufacturers Hanover, the 
American bank most exposed to Argenti- 
na. If Manufacturers Hanover had set 
aside a reserve of 10% of its loans to 
Argentina last year, it would have taken 
more than 22% off its net profits. For 
Chase Manhattan, such a reserve would 
have taken more than 10%. Similar provi- 
‘sions against all their loans to Latin 
America’s four largest debtors would 
have wiped out most of the 1983 earnings 
of America’s’big banks (see chart). 

Rising American interest rates have 
revived fears that these debtors may not 
be able to pay up. American banks’ prime 
rate has risen in the past three months 
from 11% to 123%, its highest level since 
the debt worries last peaked in late 1982. 
Each percentage point rise in American 
interest rates adds $1.5 billion (net of the 
interest earned on the countries’ own 
deposits) to what the four big debtor 


| =e nations pay in a year to their banks. 


Latin American countries are protest- 
ing loudly, and will meet in mid-June to 
discuss what they can do about it. Not 
much, probably, except ask banks to 
stretch out repayment of their loans and 
warn their mainly American bankers of 
what the banks’ shareholders. have just 
told them: if interest rates stay high for 
long they may not get all their money 
back. ; 
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CJR/Hambro Life 


Still good friends 


Those playing “hunt the partner”, the 
City of London’s new game, were forced 
to think again about the rules this week. 
While the money-broking group Exco 
International made another move `to- 
wards turning itself into a financial con- 
glomerate by buying a stake in. a small 
stockbroker, the planners of an even 
bigger merger—between Charterhouse J. 
Rothschild (CJR), run by Mr Jacob Roth- 
schild, and Mr Mark Weinberg’s Hambro 
Life Assurance group—took a step back 
from each other. 

In April, Mr Rothschild and Mr Wein- 
berg announced plans to merge their 
companies to form a financial services 
group that would have a combined stock- 
market value of close to £1 billion, bigger 
than Britain’s third biggest commercial 
bank, Midland. To it, CJR was to bring 
its mixed bag of assets including the 
merchant bank Charterhouse Japhet (it- 
self merged with Mr Rothschild’s RIT & 
Northern investment trust in November 
last year) and a 50% holding in L. F. 
Rothschild, Unterberg, Tqwbin, a New 
York investment bank. In return, Ham- 
bro Life was to bring its 3,000 insurance 
salesmen and, an enviable reputation for 
solid earnings growth. It would then have 
a bigger capital base on which to build its 
life assurance, , pension and unit trust 
business. As, the first step, CJR took a 
24.9% stake in Hambro Life, bought for 
£126.3m (£60m of it in cash) from the 
London merchant bank Hambros. In 
time, the two holding companies were to 
be brought under one roof. 

It was not so easily to be. The Sunday 
Times revealed this week that full merger 
was uncertain and it then emerged that 
the two men had been forced to shelve 
their merger plans—if not to drop them 
altogether. Why? Because the two com- 
panies were in danger of producing a 
hybrid that the stockmarket was unable 
(or unwilling) to value. Upshot: the 
shares in the merged group would not 
reflect the value of its two main parts, and 
would hamper its chances of buying up 
other companies for shares. 

With about 5% of Britain’s long-term 
life assurance market and between 8-10% 
of unit trust (mutual fund) sales, Hambro 
Life’s shares are bought for their strong 
earnings (£27.07m for the year to the end 
of December, 1983, up 39% on the same 
period in 1982). The profits of CJR are, 
however, prone’to go up and down with 
the value of its investment holdings, the 
bulk of which were inherited from RIT & 
Northern. In the year to the end of 
December, 1983, CJR made profits after 


tax of £31.02m. ` 

Such differences in make-up were not 
lost on the stockmarket, Within days of 
the merger being announced, the shares 
of both companies began to wilt. From 
around 120p in March, CJR had dropped ' 
to 92p by the end of last week. By 
midweek, when it appeared that the 
merger was to be called off, the shares of 
CJR were down to 82p. Not so Hambro 
Life, whose shares rose 16p to 373p on 
the news. 

Investors, it seems, would at present 
rather the Hambro Life they know than 
half of a merged group they do not. The 
same could probably be said of Hambro 
Life’s top insurance salesmen; many of 
them get share options in return for 
generating a big chunk of the company’s 
profits. 

What are Mr Rothschild and Mr Wei 
berg to do now? Whatever happens, CJ 
has sold Target Life, a life assurance 
business that overlapped with Hambro 
Life’s own insurance companies. Accoun- 
tants for both companies were this week 
due to pass on their findings to their 
respective bosses. Though a full merger 
between CJR and Hambro Life remains a 
possibility, both Mr Weinberg and Mr ` 
Rothschild are now likely to concentrate 
on more mundane ways of linking their 
two businesses. For example, by: 
© Pooling their funds under manage- 
ment. Together, CJR and Hambro Life 
have close on £6 billion of other people’s 
money to invest. Pooling it would give 
them more clout when vying for new 
business. 

@ Packaged financial services. CJR 
could share in the growing demand for 
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tailor-made financial services. (eg, execu- . - 


tive pension plans) now being marketed 
by Hambro Life’s salesmen. Charter- 
house Japhet could also pick up new 
customers for its venture capital funds 
‘ and those funds it runs under the business 
expansion scheme. 
@ Corporate finance. Though it has its 
own bank (Dunbar), Hambro Life could 
forge closer links with CJR’s: merchant 
bankers to, put together such things as 
leasing and factoring deals. 

Meanwhile, Exco went its stately, less 
controversial, way. On May 29th, Exco 
said that it had tired of plans to set up its 
own broking firm. Instead, it is to buy a 
29.9% stake (the maximum allowed un- 
der stock exchange rules) in the small 
firm Galloway & Pearson. It is to be 
grafted on to Exco’s existing Hongkong- 

“based broking house, W. I. Carr. The two 
1 shad a “great deal of synergy”, said 
‘  dway’s senior partner Mr David 
Starling. 


Wall Street 
Straws in the wind 


NEW YORK 


Wall Street is ready to clutch at almost 
any straw in the hope of starting a rally. 
E@rly on Wednesday, May 30th, the mar- 
ket was confirming all the bears’ worst 
fears. The Dow Jones industrial average 
had dropped below the 1,100 mark, its 
lowest point since February, 1983, and 
15% below its high for this year. Then, 
suddenly, in the last two hours of trading, 
the market rebounded. Reports that the 
Iranian national oil company was to sell 
oil at $1.50 below the official price led to a 
last-minute spurt in the price of blue-chip 
‘s. By the close of play the index had 
1.35 on the day to 1,102.59, after 
fluctuating 33 points between its high and 
low points for the day. 

Where to now? So long as investors fret 
about the possibility of higher interest 
rates, about oil shortages from the spread 
of the fighting in the Gulf war, and about 
the increased risk of Latin American 
debtors welshing on their loans from big 
American banks, there can be no genuine 
cause for Wall Street to cheer. News this 
week that Bolivia is to extend yet again its 
moratorium on repayments of principal 
and interest to its foreign bankers was 
enough to make markets twitch violently. 


Correction: In our article on banking 
in Taiwan (May 19, 1984) we incor- 
rectly stated that Citibank lent $23m to 
a ginseng trader who subsequently 
went bust. Citibank was not involved 
in this loan. Sorry. 
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Since the beginning of the year, the 
Dow Jones industrial index has dropped 
12.5%. At 457.82, the Dow index of 20 
transportation stocks has tumbled 2315% , 
and the Standard & Poor’s 500 index by 
some 8.9%. At the same time, the Nas- 
daq index of stocks on the over-the- 
counter market has fallen by 16.5%. 

Stocks most sensitive to increases in 
interest rates are among those hurt most. 
By the middle of this week, the shares of 
the Federal National Mortgage Associa- 
tion had fallen to around $11.75 from a 
1984 high of $28 while Ahmanson, a 
savings and loan association, had seen its 
shares drop from a 1984 high of $35.87 to 
$16. The Becker Paribas thrift stock price 
index, which charts the movements in the 
share prices of publicly-traded thrifts, has 
shed some 40% since the beginning of the 
year. Bank shares have fared little better. 
On Wednesday, Continental Illinois 
dropped to $7, despite reassurances at the 
beginning of the week that the Federal 
Reserve Board stood fully behind it. 

If interest rates climb further, investors 
are likely to switch even more cash to the 
money-market funds. Pessimists like 
Data Resources, the research firm, now 
reckon short-term interest rates will rise 
to around 14% by the beginning of 1985. 
Glummer still is Mr Allen Sinai, chief 
economist of the investment house Shear- 
son Lehman/American Express. With the 
bellwether long-term bond, the 13.25% 
of 2014, now yielding 13.92%, he sees no 
early rise in bond prices. “It is impossible 
to tell at what yield buyers will be induced 
to return”, says Mr Sinai. Until bond 
prices give a lead, stocks are unlikely to 


_ Move up and stay up. 


TRIE |TITNS » 


Fi saa" T | 


* 


: 
% : 
ha 


Memories of the bad old days 


| FINANCE 
Jo’burg Stock Exchange 
Late development 


JOHANNESBURG 


The Johannesburg Stock Exchange has 
lost some of its buccaneering spirit. It is 
only now catching up with the rest of the 
world in establishing a separate over-the- 
counter market for young capital-hungry 
companies, and in dismantling brokers’ 
generous (for them) fixed commissions. 

The exchange has just launched the 
Development Capital Market (DCM), 
intended to play much the same role as 
London’s unlisted securities market and 
the long-established over-the-counter 
market in New York. Top of the require- 
ments for a listing on the DCM are share 
capital and reserves of R500,000 
($389,000), current pre-tax profits of 
R150,000, “an acceptable two-year trad- 
ing record”, and an offer of at least 10% 
of the issued shares to the public. Mr Paul 
Ferguson, the outgoing stock exchange 
president and the chief architect of the 
scheme, says that in special circumstances 
some of these could be relaxed. 

The easier listing requiremtents—nota- 
bly, a two-year financial record against 
the normal three years and the minimum 
10% public offer against the 25% de- 
manded by the Johannesburg Stock Ex- 
change’s main board—are expected to 
attract a fair number of entrepreneurs. So 
far, though, only one company, Citizens 
Investment Funds, a rather curious in- 
vestment group, has formally announced 
that it is applying for a listing. 

Institutional investors and stockbro- 
kers are supporting the new market with 
varying degrees of enthusiasm. They are, 
though, on opposite sides of the fence on 
dismantling fixed commissions. Financial 
institutions have been lobbying hard for 
Johannesburg to join the worldwide 
move towards negotiated commissions on 
share dealing. Several big fund managers 
have denounced a system in which a 
stockbroker can earn in one afternoon 
more than most people can earn in a 
lifetime. Members of the exchange, faith- 
fully repeating all the self-serving argu- 
ments previously aired by their fellow 
brokers in New York, London, Sydney 
and Toronto, have declared their deter- 
mination to fight to their last Porsche to 
keep fixed commission scales. 

The stock exchange has offered a com- 
promise. It has proposed that the existing 
commission scales—basically 0.85% on 
buying and selling but 0.75% for certain 
big deals—be replaced by a range running 


from 1.2% on'deals up to R5,000 down to ` 
0.2% on deals over R1.5m. The critics, — 


led by the Life Offices Association, want 
negotiated rates. on all 


deals over . 
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~The Paris Bourse’s unlisted: securities 
market, le second. marché, is proving 
even more successful than its creators 
hoped. Founded in February, 1983, for 
small and medium-sized firms, it has 
attracted more companies in 15 months 
than its ill-begotten predecessor, the 
intermediary market, managed in five 
years. 
The market has no official index, but 
most of its 54 companies (52 of them 
. French) have shown strong increases in 
their share price: five have more than 
. doubled, and 14 have registered rises of 
cover 40%. In December, 1983, the big 
|. French bank Société Générale set up a 
~ mutual fund to invest in (mainly) the 
shares of companies on the ' second 
marché. Aimed at overseas investors, 
fund has so far attracted about 
10.7m ($1. 3m), most of it from insti- 
tutions: based in London. Those who 
_- bought into the fund when it was 
~ launched are now showing a gain (in 
< Sterling terms) of just over 7%. 
The attractions of the second marché 


















-R250,000. ‘They see that, however, as 
only the first in a series of steps to 
negotiated rates all round. 

» The stock exchange is now waiting for a 
decision from the. registrar of financial 
institutions, Mr Robert Burton, a govern- 
coment official who. has the. final say on 
commission rates. Brokers expect him to 
«side with the stock exchange, but that will 
_ only be the end of the first skirmish in a 
“longer battle to remove fixed commis- 
sions altogether. — 


Tive was: -whea financial scares excited 
‘the gold market. Now gold traders take a 
longer, cooler view of turmoil in financial 
markets. While American bank shares 
_ were collapsing around them, these once 
_most febrile of traders yawned and 
pushed the gold price up a mere $7.75 an 
: ounce, lt thien: fell back. Whatever 
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ease and cheapness of getting a quote. 
They have to offer to the public only ~ 

10% of their capital compared to 25% on 
the previous intermediary market. And 
they are under no obligation to move on 
to the bourse proper—though three of 
the market’s early joiners have done so. 
This has made the second marché attrac- 
tive to publicity-shy family firms. 

Service ‘and finance companies make 
up half the market. The top Paris foot- 
ball club, Paris-Saint-Germain, is said to 
be eyeing the market for the day not too 
far off when legislation will permit it to 
issue shares. High-technology firms, 
though, are notable by their absence. 
Most young French high-tech outfits are 
either offsprings of big industrial groups 
or still too puny to put their toe in the 
mini-bourse. 

For all its success, the second marché 
is still small compared with its big broth- 
er. Trading in its first 14 months totalled 
FFr3 billion ($350m), 2.5% of the value 
of trading on the full bourse. 







































. Speculation on the futures markets, 


which helped push up the metal’s price in 
1979 and 1980, the gold market's most 
boisterous recent period, has declined. 
Supplies of gold to the west are deter- 
mined by miñe production and the sales 


of governments and their agencies, in- 


cluding sales by Comecon countries. De- 
mand comes from users of gold (mainly 
jewellers) and those who hoard bars and 
coins. This year, by Consolidated Gold 
Fields’ measure, total supplies out- 
stripped this basic demand by 216 
tonnes—the first such surplus since 1980. 
Gold-rush mines in Latin America in- 
creased their output by 28 tonnes. Brazil's 
output rose from 35 tonnes to 51 tonnes, 
and it overtook the United States as the 
number three western gold producer after 
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What is different now is that speculators 
are not moving in to buy up the surplus 
except at depressed prices. 

‘The gold price has never soared: on. 
political dramas alone. In 1980, when it 
touched $850 an ounce after the Russian. 
invasion ‘of Afghanistan, there was a 
shortage of the metal for manufacture 
because, between 1976 and 1978, demand: 
for gold from jewellers exceeded prod 
tion of new gold in the west for the first. 
time ever. Since 1980, the gold pric 
been listless, despite a air sprinkl.. 
alarums, while gold mi 
their output faster than at an ; 
the early 1960s. Be 

Funk money has fled from gold 
financial markets, and for good reasons. 
Between 1980 and 1983, the average 
annual return on equities in America, 
Japan, Britain, West Germany, C 
and Switzerland was 25% better than 
on gold. The average return in 1 the 
and money markets was 15% be 

In consequence, the gold 24 
kets are idling. Last year, the vo! 
gold futures contracts traded on 
York’s Comex, the world’s biggest gol 
exchange, fell for the first time since the 
contracts were introduced in 1974, And 
this while turnover tripled on the silver 
futures market and quadrupled on the 
palladium futures market. Futures: mar- 
kets like volatility Last te 
losing $95 an ounce in a single w 
gold price was comparatively steady. 
range between its peak and trough was 
the lowest, as a percentage of the av 
Pree, since ATI 




















































i 


SCIENCE AND TECHNOLOGY 


The spasms that can stop 


a heart 


Heart attacks are a familiar killer—they 
cause the deaths of more than a million 
people a year in the western world—but 
hey remain an enigmatic one. The deep- 

mystery is what causes them. It is 

wn that an attack occurs when vessels 
that supply blood to the heart become 
blocked. Most scientists believe that the 
blockage arises from atherosclerosis (fat- 
ty deposits on the insides of larger blood 
vessels) or from blood clots—both likely 
products of smoking or bad diet. It has 
been suggested that another factor should 
be added to the equation: it seems that 
muscular twitches in the walls of the 
coronary arteries may also block off 
blood supply. : 

The coronary arteries are the large 
vessels by which fresh blood is fed to the 
muscles of the heart itself. The idea that 
spasms in these arteries could induce 
heart disease is an old one. In 1959 Myron 
Prinzmetal suggested that arterial spasms 
may be a cause of variant angina, a form 
of heart disease in which a partial block- 
ing of blood supply to the heart causes 
patients to suffer attacks of pain in the 

it even when they are resting. 

‘ofessor Attilio Maseri, of the Royal 
Postgraduate Medical School in London, 
went a step further in 1978 when he noted 
the cases of eight angina patients who 
suffered arterial spasms and went on to 
have heart attacks. There have been 
further studies, the latest published last 
year by Dr Michael Vincent and his 
colleagues of the LDS hospital in Salt 
Lake City, Utah. Dr Vincent reported 
heart attacks accompanied by arterial 
spasms even when the coronary arteries 
seemed free of damage or blood clots. 

_ , Coronary artery spasms are thus impli- 

cated in at least some heart attacks. But 
the nature of the connection is elusive. In 
theory spasms should be short-lived 
thanks to a natural corrective mechanism 
(though some scientists dispute this), Af- 
ter a spasm, oxygen levels in the blood go 
down and carbon:dioxide levels go up. 
The resulting mix of gases relaxes the 
muscles in the walls of the blood vessel 
within minutes. But it takes a cut-off of 
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20-30 minutes in blood supply before 
serious tissue damage occurs; and heart 
attacks sometimes go on for hours 
anyway. 

So a clear link between spasms and 
heart attacks has yet to be drawn. It is 
probable that the- spasms are connected 
with the already-suspected causes of 
heart attacks—atherosclerosis and blood 
clots. For instance, it has been suggested 
that coronary artery spasms could trigger 
the formation of a blood clot as well as a 
heart attack: when the spasm died away 
the blood clot would continue to block 
blood supply to the heart. 

The effect of the spasms might be 
easier to trace if more were known about 
what triggers them. The most popular 
theory involves platelets, which are spe- 
cialised blood cells that act as an emer- 
gency rescue team. When a blood vessel 
is ruptured, platelets collect at the site of 
injury and temporarily plug the rupture, 
allowing the body to get on with perma- 
nent repairs. But platelets also secrete a 
compound known as thromboxane Az, 
which induces the formation of blood 


The heart’s own lifelines 


clots and causes blood vessel. walls to 
constrict. 

In normal quantities thromboxane A, 
gives no cause for suspicion. But platelets 
about 10% larger than normal ones have 
been identified. These big platelets se- 
crete abnormally large amounts of throm- 
boxane A>. Abnormal platelets are pre- 
sent in the blood of patients who have 
recently had a heart attack. 

Dr John Martin and his colleagues at 
the University of Sheffield believe that 
abnormal platelets arise when the plate- 
let-production system has gone haywire. 
Platelets come from bone marrow cells 
called megakaryocytes. Dr Martin has 
shown with bone marrow biopsies from 
14 patients that heart attack victims also 
have abnormal megakaryocytes. His the- 
ory is that damaged arteries fool the body 
over the years into thing that it is 
bleeding: abnormal megakaryocytes are 
produced in the bone marrow, and large 
platelets are produced by them, until a 
Stage is reached when thromboxane A, 
from the platelets induces a spasm or 
blood clot. (Chemicals besides thrombox- 
ane A, may also be involved.) 

Spasms could also be caused by a 
malfunction of the nerves that control 
blood vessel contractions. Drugs which 
block nerve stimulation of the blood 
vessel wall can suppress attacks of pain in 
patients suffering from variant angina. 

Dr Paul Sherwood, a London-based 





ulta lievi t 


‘of the nervous system may happen. 


: cause of physical damage to a region of- 7 


the back where one of the nerve centres 
controlling blood vessels is thought to be 
d. 28 


of spasms has not stopped 

thinking about them when 

g treatment. Some are pre- 

scribing drugs called -calcium blockers, 
these relieve symptoms by preventing 
cium, which makes muscles .contract, 
rom accumulating in blood vessel walls. 
platelet theory is right, it would be 
production of thromboxane 

Pfizer has. developed a 

xiben which specifically 

is of thromboxane Az. But 

" i not have a marked effect on 

s with angina. Pfizer has a new 
derivative that may prove 


Coronary artery spasms and the other 
mysteries o#feart disease are not about 

` to bé unlocked. The extraordinary unex- 
plained fall of 45% in American deaths 
tom heart disease over the past seven 
years is.a sign of how little is known. One 
“yeason is that there is no easy way of 
telling whether a patient has heart disease 
-until he actually feels pains in the chest or 
hasa heart attack. Clinical trials of differ- 

- ent kinds of treatment for the victims may 
start giving some clues to the meaning of 
arterial spasms—and perhaps even to the 

per secrets of heart disease. 
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y microscopes 

Small and alive 

! icroscope ‘have come a long way since 
wenhoek peered through 


a glass bead in 1674 to see “very little 
animalcules” swimming in a drop of wa- 


- angstrom is a tenth of a- 
metre). X-rays area. fe 


Ever heard of ultracold ‘neutrons? — 


These subatomic particles move so slow- 
ly that a jogger can pass them. Their 


torpor makes them useful for a kind of — 


microscope: not one in the same league 
as electron or X-ray microscopes, be- 
cause the neutron variety has nothing 
like their powers of resolution. But a 
neutron microscope has other strengths. 

Neutrons react to matter in a different 
way from light, X-rays or electrons. 
When any of those hits an atom it is 
deflected by the electrons that spin 
around the atom’s nucleus. The much 
larger neutrons blithely ignore the spin- 
ning electrons and are deflected only if 
they hit the nutleus. 

So, in theory, a microscope that used a 
beam of neutrons could pick out a differ- 
ent and better pattern of contrast in 
living matter. A special advantage could 
come from preparing samples with iso- 


Focusing neutrons by 
n gravity and mirrors 
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high-energy light with a wavelength of 1- 
100 angstroms. The wavelength of elec- 


trons can be even smaller. >. 
The drawback of the electron. micro- 


“scope is that the sample you want to 


he University of | 
Albert Steyerl: 


ing); they can 
flected by mirrors 


also respond to g 
of them can reac! 
air before falling back to ee 
property has been exploited by Professor 
Steyerl to focus the neutr am after it~ . 
leaves the sample, yeutrons are 
reflected by a mirror vertical foun- . 
tain: the faster.ones go higher and there 
fore reach the detector at the same time 
as the slower ones. pA ; 

A second problem is ge 
ultra-cold neutrons, On 


principle. If you throw a ten 
back of a moving bus, th 

is moving, the slower the r 

ball. Likewise, wh “sti 


examine first has to be subjected toa kind — grt 
of medieval torture. It is first fixed with — X-r 


special chemicals to prevent it changin 

structure; then stained, typically with 

uranium salt, to provide contrast; and 
ally e-dried,. For the. so-called 
ñsmission microscope (which shines an 


sctron beam through the sample), the — 
~ sample is sliced into ultra-thin section: 
“For the scanning microscope (which. 


the microscope, the X- 


n the ı l air (electrons need i 





structures of molecules and cells. 
Focusing X-rays is the biggest obstacle. 
To focus a ray of light, you must bend it. 
Unlike visible light, X-rays cannot be 
bent by passing them through glass. In 
some X-ray telescopes, the rays are 
bounced off a series of mirrors and 
brought to bear on a point, but so far this 
technique distorts the image too much for 
microscopes. 
Enter the Fresnel zone plate. This 
object is a circular plate on which are 
` etched concentric lines that block the 
rays; as you go farther from the centre, 
ithe lines get progressively narrower and 
closer together. To understand how it 
works, think of the X-rays arriving at the 
plate as waves lapping against a sea wall 
that has been breached in carefully select- 
ed positions. The troughs and crests fan 
behind the wall from each gap and 
dify each other, sometimes amplifying 
and sometimes reducing each wave. The 
resulting wave pattern focuses at a single 
point a certain distance behind the wall. 
The resolution of an X-ray microscope 
depends on the width of the gaps in the 
Fresnel plate. Ideally, the outermost 
rings should be separated by a gap of one 
wavelength (100 angstroms or less). 
Making such small gaps is not easy. 
One successful technique is electron 
beam lithography, which has long been 
used by microchip makers. Professor Ron 
Burge and his team at London Universi- 
ty’s Queen Elizabeth College have gone 
one better. They shine the beam of an 
electron microscope (which precipitates 
carbon from hydrocarbon impurities 
found in even the thinnest vacuum) on to 
a plate, and make carbon particles accu- 
mulate in the appropriate rings. The 
resulting zone plate is capable of 800- 
strom resolution, and the technique 
uld be able to get down to about 100 
angstroms. But that is still far from the 
wavelengths at which medium-sized mol- 
ecules are visible—S0 angstroms or so. 
The most common type of X-ray micro- 
scope will probably be the scanning vari- 
ety. A “microfocused” spot of X-rays is 
moved over a sample (by moving the 
sample, not the beam) and the transmit- 
ted beam recorded by ionisation detec- 
tors which pick up the tell-tale electrical 
charges produced by X-rays in a gas. One 
scanning X-ray microscope is being built 
at West Germany’s University of Göt- 
tingen and another is already in operation 
at the Brookhaven National Laboratory 
in New York. A third is being designed by 
Dr Phil Duke at Britain’s X-ray synchro- 
tron at Daresbury. 
. An ionisation detector lends itself to 
‘modern methods of image generation and 
enhancement by computer. Also, be- 
cause X-rays (unlike electrons) can pene- 
trate the sample, three-dimensional im- 
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ages can be made of the inside of an 


object by using computer-aided tomogra- ` 


phy (like the Cat-scans used in medicine). 

Electron microscopes are not beaten 
yet. It is now just possible using. Cat 
technology to examine cells under a scan- 
ning electron microscope without killing 
them. Both the vacuum and the Gold- 
finger treatment can thus be avoided. But 
the smart money is on X-rays. 


Evolution 
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For my next species .. . 


Evolution is a history of accidents. Some 
species get lucky and multiply; most spe- 
cies go extinct. But is there a pattern? 
Are certain animals or plants better at 
iqventing and surviving than others? 
Three new studies seem to show that 
there is a surprising pattern. The real 
innovators are species that live,in harsh 
environments. 

This is surprising because harsh envi- 
ronments have relatively few species in 
them. On the Arctic tundra, a few dozen 
kinds of insect live off maybe a dozen 
species of plants. In a tropical rain forest, 
an acre can contain tens of thousands of 
species, each of them furiously evolving. 
But, according to the work of Dr Leo 
Hickey of Yale University and his col- 
leagues, if you examine the fossil record 
you will find a steady stream of invaders 
from north to south. 

Dr Hickey and his team studied fossils 
from several groups of animals and plants 
that first appeared in temperate regions in 
the Eocene period about 50m years ago. 
In each case they found that the fossils 
appeared at Arctic sites (in northern 
Canada mainly) long before they showed 
up farther south. 

The phenomenon is not confined to the 
north. Examining fossil marine creatures 
from the Antarctic, Dr William Zinsmeis- 
ter and Dr Rodney Feldmann from Ohio 
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State University and Kent State UniVersi- 
ty, Ohio, found that many originally 
appeared in the far south, then spread 
north. Certain starfish, crabs and flower- 
like crinoid worms were living in the 
Antarctic up to 40m years before they 
moved north. The driving force in both 
cases seems to have been climate. The 
spread of the Antarctic marine creatures 
northwards and that of the Arctic crea- 
tures southwards coincided with a gradual 
cooling of the climate. 

But there is evidence of a more general 
phenomenon. Coldness is not the only 
kind of harshness. For creatures that 
inhabit the sea floor, the deeper and 
farther from the coast they are, the more 
stable is their environment. On the shore 
line, the pounding waves demand adapt- 
ability. And, echoing the case of the polar 
regions, you find fewer species in this 
harsh environment: on the tideline itself 
there is little besides monotonous rafts of 
kelp, mussels or barnacles. 7 

Dr David Jablonski of the University of 
Arizona and his colleagues have studied 
the fossils of creatures that have lived on 
the seabed. The results were complicat- 
ed, but a statistical tren erged from 
the study. Each group of coexisting spe- 
cies tended over time to move out from 
the coastline and be replaced by brand 
new creatures. Nowadays, if you travel 
out along the bottom of the sea, you go 
back in time and eventually find yourself 
among creatures of a sort that lived along 
the coast millions of years ago. ` 

It does not sit comfortably with tradi- 
tional ideas of evolution that innovations 
should come from harsh environments 
with few species. Students of evolution 
usually imagine that the more species 
there are in an environment, the greater 
the chance that they will turn up some- 
thing new. In one sense this is borne out. 
Fossil evidence suggests that species are 
shorter-lived in the stable habitats. There 
is a rapid turnover, with more new species 
appearing. But the implication of the 
recent work is that really big jumps— 
inventing a backbone, say, or haemoglo- 
bin—happen in the harsh regions. Why? 

There are two theories put forward ‘by 
Dr Jablonski’s team. One is simply that, 
because competition among species is 
fiercer, extinction comes faster in the 
stable habitats. This penalises the innova- 
tors, which need time for their Darwinian 
R&D to pay off. The other is that.a harsh 
environment encourages invention be- 
cause the few species that do exist have © 
larger and more widespread populations. 
There is more of a chance that part of the 
species will be cut off—trapped in a tidal 
lagoon, for example. Small, inbred 
groups evolve more rapidly because a 
new mutation takes less time to spread 
and is not drowned by the older genes. 
~ 89 
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69 Microtechnology in 
Banking: An Overview 
ws primarily on the UK banking 
xperience but also takes in the broader 
international scene. Examines the new 
lectronic tools available and the extent 
to which the banks have responded to 
the opportunities they offer. Itlooks at 
the mechanics of new services and 
systems and how they may evolve 
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o No. 163 Putting Video To 
af Work: A New Medium: A 
New Industry 


With the user strongly in mind this 
report expétins in detail what can be 
done'with video in the work place, in 
corporate communications, training, 

“marketing and education; what i is now, 
“or soon will be, technically possible; the 
“services available; the programmes to 
buy; the hardware range. 


Price £75 or US$150 


No. 154 The Prospects for 
East-West Trade: Policies, 
Indebtedness, Exports 


The dust of crisis has now begun to 
settle over East-West trade, and the time 

_. ¢ -isripe for this assessment of the 

prospects to. 1990. The reportconcludes . 
that there will be a shift back to imports 

fromthe West and important changes of 

; . emphasis. 































































No. 167 Art as Investment 


` Isartas good an investment as shares? 
This report compares the performance 
of thirteen art categories with the 
increases in the Dow Jones and 


Financial Times indices, with earnings ` 


taken into'account, between 1959 and 
1983. 


Price £45 or US$90 


No. 162 Financial 
Modelling witha 
Microcomputer: Software 
Choice and Hardware 

Selection 


Sets out criteria to be considered when 


selecting hardware and software for 


financial modelling exercises, outlines 


various modelling routines and gives 


worked examples of different types of 


model. 
Price £45 or US$90 


and Production Trends 


The rapid growth rate of the textile and 


clothing industry over the last three 


decades is slowing and is likely to slow 
further to 1990. This new report looks at 


the pattern likely to emerge over the 
next twenty years and gives detailed 


analysis of production and. consumption 


trends, 
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No. > 166 Repub c of Ire T 
Economic Prospects 1984-88 | 
‘Looks at the government’ seffortsto > 
restore this once dynamic economy and ~ 
- the consequences of its actions, In. 
particular, examines the prospects for 
export growth, the likely direct benefits © 
to the economy of varying oil flowsand F. 
the prospects of the. Republic remaining- $- 
COPE BNE asan investment location. -B 
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N. o. 157 World Natural 
Outlook: What Role for 
OPEC? 


The recent suspension af amajor 
international contract (between. _ 
Algeria’s Sonatrach and the USA’s 
Panhandle Eastern) is only the latestina — 
series of setbacks to natural gas” 
exporters. In the longer term, this 
Special Report argues, import deman: 
may revive; but will the supply be there 


Price £120 or US$240. one 
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Western Europe: A Licence to 
Print Money? : 


Provides a guide through the maze of 
economic, political, social and. 
international et which any 
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BOOKS PLUS 


Missed opportunity 


RONALD DWORKIN AND 
CONTEMPORARY JURISPRUDENCE 
By Marshall Cohen. 

Duckworth. 304 pages. £24 

(paperback £9.95). 


: Professor Dworkin, of Oxford, and, it 
sometimes appears, everywhere else, has 
“been at the centre of legal philosophy for 
years. As much as any lawyer, on 
er side of the Atlantic, he has per- 
suaded moral and political philosophers 
to take the timeless questions of the law 
seriously. In part, this is because he is at 
home with those modern philosophers 
who treat the rights of individuals as more 
interesting than the utility of millions. 
And his questions (when may the law be 
disobeyed and what rights do people 
have?) nag uncomfortably at any ideas of 
what a liberal society might mean. 

Important questions. But, if this collec- 
tion of essays by Professor Dworkin’s 
critics (to which the great man replies) is a 
guide, largely dull and lifeless answers. It 
is, always, a defence of academics to say 
that when they discuss great moral and 
political questions, their first duty is to 
the rigour of the argument—not to its 
presentation to outsiders. And so the 
abstruse and negative nature of this col- 
lection can, and will, be justified because 

presents a substantial addition to the 

retical canon. But Professor Dwor- 
kin himself has been prepared to debate 
issues like racial discrimination in public 
‘(at least, in the New York Review of 
Books), and it is sad to see so many of his 
academic colleagues show themselves 
lacking the common touch. 

Sad—and, perhaps, significant. For the 
failure to explain legal theory intelligibly 
can lead to some serious dysfunctions of 
the body politic. Take the judges. In 
Britain, political comment on them ad- 
mits of only two positions. Either they are 
to be venerated for their common sense 
and wisdom, or vilified for their unrepre- 
sentative nature and prejudices. (Sceptics 
should watch the reactions to any legal 
proceedings on the miners’ strike.) This is 
an absurd way to discuss the proper role 
and power of a significant institution. 

Professor Dworkin’s work shows that it is 
also unnecessarily simple. But his aca- 
demic colleagues have done little to de- 
velop his explanations of the roles that 


` THE ECONOMIST JUNE 2, 1984 


rules, principles, and policy can play 
when deciding between competing beliefs 
and actions. 

Behind the specific lies a general wor- 
ry—of what might be called the strange 
death of liberal thought. In the past 20 
years, in both Europe and America, it has 
sometimes seemed as if the only influen- 
tial political philosophy was economic 
determinism, of either the Marxist or 
Smithian schools—both strident, both 
with a talent to repress. Modern society 
has lacked a coherent and popular politi- 
cal thought that articulates the impor- 
tance of the rights of man, and of social 
institutions that protect them. This book 
is another missed opportunity. Where is 
the contemporary John Locke to be 
found? 


Ever been had? 


THE ATLANTIC CITY GAMBLE: 

A Twentieth Century Fund Report 
By George Sternlieb and James W. 
Hughes. 

Harvard University Press. 215 pages. 
£14. 


Atlantic City, New Jersey, is not quite as 
ugly as some places in the state but it is 
ugly enough, in good conscience, and 
nobody had any aesthetic reasons to ob- 
ject when the voters of New Jersey agreed 
in November, 1976, to permit the intro- 
duction of casino gambling there. Atlan- 
tic City, a run-down seaside resort, 
seemed to have nowhere to go but up. 

Those who voted in favour were per- 
suaded that gaming taxes would reduce 
the tax burden of the citizens of New 
Jersey and that the influx of gamblers 
would revive the property market, in- 
crease employment and generally im- 
prove the quality of life in Atlantic City. 
Mr George Sternlieb, the director of the 
Center for Urban Policy Research at 
Rutgers University, and Mr James 
Hughes, a professor of urban policy and 
planning at Rutgers, show that the voters 
were had. 

Since Resorts International, the first of 
Atlantic City’s legal gambling casinos, 
opened its doors to the suckers in 1978, 
the better-off have done well, while the 
poor have not. Many have lost their 
homes in the rush and, though nine 
casinos employ nearly 30,000 people, 
“there has been amazingly little spillover 


` 


Las Vegas East 


growth into non-casino employment with- 
in'Atlantic City”. The visitor who passes 
beyond the thin layer of tinsel trappings 
along the boardwalk “enters a wasteland 
with perhaps less economic activity than 
there was before the casinos”. Street 
crime has run rampant. More whores 
than ever ply their trade. 

What went wrong? Why did Atlantic 
City, in becoming as vulgar as Las Vegas, 
not also become as prosperous? Las Ve- 
gas, the authors note, is ringed by 100 
miles of desert. Atlantic City sits in an 
area encompassing more than 20m peo- 
ple. In consequence, the mix of gamblers 
is different. 

The heavy rollers, from abroad as well 
as America, book into Las Vegas hotels. 
Atlantic City’s gamblers are the bus peo- 
ple: in 1982, nearly 9m visitors were 
counted on 300,000 bus trips. Most can ill 
afford to drop more than $20-30. Few stay 
in hotels. In short, Atlantic City has got 
more pain than pleasure out of trying to 
be Las Vegas East. Perhaps the puritan 
ethic has something to be said for it. 


Thoughts from the tank 


RANDOM VARIABLES 
By Lord Rothschild. 
Collins. 238 pages. £12.50. 


This is a scrapbook of anecdotes, essays, 
lectures, correspondence and family his- 
tory—nearly 30 items with no common 
thread, in no particular order and varying 
in length from half a page to 50. It would - 
be presumptuous of most authors to con- 
sider such a hodge-podge could make a 
good read. Lord Rothschild’s lively and 
enquiring mind, his pithy humour and 
broad range of experience (in scientific 
activities, as research director at Shell, in 
high government posts) ensure that it 
does. ; 

He is somewhat prickly about the mer- 
91. 


- 

















The reduction of working time: 
Scope and implications in indus- 
trialised market economies 

by Rolande Cuvillier 


The trend towards reducing hours of work has been 
steadily growing, but it is now a subject of topical 
interest as it has been suggested that it could help 
deal with the serious problem of unemployment. The 
author outlines the theses and arguments from 
before the Second World War with regard to the 
potential effects of a reduction in working time in 
industrialised marketeconomy countries. The diversi- 
ty of views expressed show how complex the problem 
is and that there are numerous implications. The 
potential implications for the individual, the establish- 
ment and the community as a whole are examined. 

ISBN 92-2-102702-3 (limp) £7.15; US$14.25; SF25 
ISBN 92-2-103817-3 (hard) £10; US$19.95; SF35 


Into the twenty-first century: The 
development of social security 
This report by ten eminent experts examines the 
arguments concerning the current role of social 
security and the scope for its future development. It 
places emphasis on a preventive approach by a 
» whole range of services deploying different skills to 
help people not only to maintain their working 
capacity but also to enhance their quality of life. The 
vanquishing of poverty is amongst the forefront of 
the aims of the policies. 
ISBN 92-2-103631-6 £6.40; US$12.85; SF22.50 
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Containers, Conferences 
and Competition 


Problems and Instability in Shipping 


This report considers the future implications 
for the industry of the underlying instability, 
the lack of profitability, and the increasing 
overcapacity in liner shipping. The factors 
behind these recent developments are 
identified and the implications for the future 
analysed in this sobering, but realistic 
appraisal of an industry in difficulty. 


The EIU Ltd, 27 St James's Place, London SWIA INT Reg No 563972 
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its of the government think tank, of which - 


he was the first head, but includes a wry 
letter from Harold Wilson written on 
April fool’s day, 1974. Indulging in some 
statistics, a favourite pastime, Mr Wilson 
(as he then was) purported to show that, 
after allowing for the young, the old and 
the public servants, there were precisely 
two people left in Britain to do the work. 
“You and I, therefore”, wrote Mr Wilson 
to Lord Rothschild, “must work harder, 
especially you, as I have felt no evidence 
of your considerable weight since I took 
office.” Not long afterwards, Lord Roth- 
schild departed from the think tank. 
Where the author shows his weight in 
this book is in the chapters of family 
history, a reprint of essays published in 
the past few years. They include a spar- 
kling portrait of Nathan Rothschild, 
founder of the English branch of the 
Rothschilds’ empire, the man who, 
among other things, financed the battle of 
Waterloo and whose wish for his children 
was that they should “give mind, and 
soul, and heart, and body, and everything 
to business; that is the way to be happy”. 
Nathan would doubtless have flourished 
in today’s world of floating currencies; he 
fixed his loans in sterling and, as a whole, 
came well out of the exchange risk, leav- 
ing, his descendant reckons, a fortune 
equivalent in today’s currency to £175m. 
Another chapter, entitled “You have 
it, Madam”, recounts the “wondrous 
tale”, as Disraeli called it, of how under 
Lionel de Rothschild, the author’s great- 
grandfather, the London bank took a 
mere day in November, 1875, to raise 
£4m to lend to the British government so 
it could buy shares in the Suez Canal. 
Thus Disraeli wrote his triumphant letter 
to Queen Victoria with the grateful com- 
ment: “There was only one firm that 





_j Pulling his weight 


could do it—Rothschilds.” That the firm 


charged a commission of 23% (£100,000) 
and 5% interest led to a heated debate in 
the house of commons subsequently. 
Lord Rothschild would not call himself 
a financier, as would his son Jacob, 
though he is a director of N. M. Roth- 


schild and was briefly chairman nine years , 


ago. But he is protective of the banking 
name and is at pains to show that. the 
accusations levelled against Nathan and 
Lionel of making unfair capital out of 
their close associations with the British 
government in the last century were un- 
true. If doubts linger, one of the quota- 
tions from the selection with which Lord 
Rothschild ends his book seems apposite: 
“Let us confront this difficulty squarely, 
and pass on.” 


Expletives undeleted 


A DICTIONARY OF SLANG AND 
UNCONVENTIONAL ENGLISH 

By Eric Partridge, edited and revised 
by Paul Beale. 

Routledge & Kegan Paul. 1,400 
pages. £45. 


Lively humour should be the soul of 
slang. Alas, obscenity, in all its repeti- 
tion, too often is. Those with a taste for 
expletives will find them here in abun- 
dance. Neither the late Eric Partridge, 
nor his enthusiastic, if less eccentric, 
successor, Paul Beale, need be blamed 
for that. It is the nature of the beast. 

Richness in this dictionary occasionally 
crops up in the obscenities (of which, not 
surprisingly, many were coined in the 
armed forces), but most of it occurs 
elsewhere, for slang marches on the fron- 
tier of language (vide the delightful entry 
on the derivation of the phrase “‘gone 
a Burton”). 

What Mr Beale has done, superbly, is 
to. collate the original text in the 1937 
edition with all the subsequent addenda 
produced by Partridge as he beavered 
away in the reading room of the British 
Museum, tidying up the cross-referencing 
(an arduous task in itself), adding much 
new material (some stemming from Par- 
tridge, some from himself), and tacking 
on nearly 100 short articles in an appendix 
to cover aspects, such as backslang, too 
unwieldy to fit into the main text. 

In polishing Partridge’s work, Mr 
Beale has created a worthy monument to 
his predecessor and mentor. This newly 
minted dictionary is, like Brewer, a book 
for browsers. Practically every page con- 
tains some quirk or oddity that will com- 
mand their attention. Unfortunately, few 
browsers will, as individuals, be able to 
afford it. Might there not one day be a 
paperback edition? Meantime, let those 
who can savour this most enjoyable book. 
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Cannes film festival 
A field day for cameramen 


This year’s Cannes film festival was an 
unequal affair. Distinctive work vied 
with the boring and pretentious; the 
directors’ fortnight also had its share of 
dubious exotica; and the ever-proliferat- 
ing market offered something of every- 
thing, from cheap, but good, American 
independent films to discoveries from 
Greece, Russia, Australia and New Zea- 
land. The soon-to-be-released entries 
took in Britain’s “Another Country”, 
John Huston’s “Under the Volcano”, 
the new Woody Allen movie “Broadway 

Danny Rose”, and the full-length ver- 
sion of Sergio Leone’s “Once Upon a 
Time in America” (violent, meticulously 
crafted and staged, but something less 
than a revelation). 

. The top prize winner, Wim Wenders’s 
West German-produced, American- 
made “Paris, Texas”, was both a public 
and critical success and his best work for 
some years. Recalling the mood of “Al- 
ice in the Cities”, it traces the odyssey of 
a drop-out (played by Harry Dean Stan- 
ton) who is brought back to his brother’s 
home, renews acquaintance with his 
young son and then goes on a quest to 
find his estranged wife. Wim Wenders 
always seems most at home with a few 
characters moving through a strange 
landscape, discovering the place and 
themselves at the same time, and here he 
re-creates magnificently the dusty, Tex- 
an cityscapes, shot in shimmering col- 
ours by Robby Miiller and composed in 
the best traditions of classical American 
cinema. The long duologue between the 
drop-out and his wife (an excellent Nas- 
tassja Kinski) in an exotic sex-shop 
seems too protracted to form a satisfac- 
tory climax, but the first half, with its 
seamless flow of glowing imagery, sug- 
gests that Wenders has renewed himself. 

The young French director Bertrand 
Tavernier also had a popular success 
with “A Sunday in the Country”, a 
nostalgic turn-of-the-century study of an 
old father welcoming his wayward family 
to his country home and ruminating 
awhile on his life and lost opportunities. 
Perhaps the luscious visual style encloses 
an over-calculated homage to Renoir 
(father and son) but Tavernier goes 
beyond mere decoration—he is interest- 
ed in the father’s quirky, independent 
spirit and obtains a performance from 
Louis Ducreux which avoids “old man” 
clichés. Employing a seductively mobile 
camera, which binds house, garden and 
forest into one giant set, the film 
achieves an almost, palpable sense of 
place, from the dark interiors where the 
characters seek shade from the summer 
heat, to the open lawns and arbours 
where they eat, argue and sleep away the 
hours. 
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CANNES 


Cannes 1984 was a festival of great 
cameramen, led, perhaps, by Georges 
Arvanitis, who shot the Greek entry 
“Journey to Cythera” by Theo Angelo- 
poulos. Since “The Travelling Players”, 
Angelopoulos seems increasingly to 
have become the prisoner of his own 
style (sparse dialogue, long, mesmeric 
takes, often combining past and pre- 
sent), and the new film has its share of 
repetitions as it follows the fortunes of 
an old revolutionary, recently returned 
from Russia, who visits his home village, 
finds little comfort, and is eventually 
extradited by an unyielding bureaucracy. 
The film’s dense visual texture holds the 
attention, however, and towards the end 
Angelopoulos constructs a sequence on 
the rain-swept quayside, with the old 
man set adrift in an open boat, contrast- 
ed with frenzied activity on shore as his 
son tries to help him, which involves a 
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BOOKS PLUS 


with feet of clay and a wonderful ending, 
where the wife ages (through a series of 
soft dissolves) as her husband’s funeral 
procession approaches the house. 

It was pleasant to welcome a return to 
form by the Hungarian Marta Mészaros, 
whose “‘Diary”’ recalled her own life, as 
her heroine is plunged into the political 
maelstrom of Hungary in the late 1940s. 
Corruption and uncertainties threaten to 
engulf her, but her ideals and inner life 
seem to be preserved by repeated visits 
to the cinema. By using black-and-white 
throughout, the director is able to com- 
bine her own dark-toned images with 
contemporary newsreels and actuality . 
material, which make their own ironic 
comment on an epoch whose iniquities 
are now coming to light. 

Other distinctive entries (often tucked 
away among obscure market screenings) 
would certainly include South Korea’s 
“The Wheel” (by Lee Doo-Yong), remi- 
niscent of Kenji Mizoguchi in its pre- 
occupation with the fate of women in an 
outdated patriarchal society and ren- 
dered in the glowing colours and impec- 
cable period detail usually associated 


“A Sunday in the Country”: homage to Renoir 


dazzling display of tracking and crane 
movements, 


By contrast, the dialogue-bound, en- 


closed settings of Satyajit Ray’s long- 
awaited “Home and the World” (adapt- 
ed from Rabindranath Tagore) did not 
always work to its advantage, especially 
as the story so closely resembled one of 
Ray’s masterpieces, ‘“‘Charulata”. For 
once, his feeling for characterisation, 
dialogue and the waning years of the 
British Raj failed to compensate for an 
awkward shooting style resembling an 
average television play, and there are 
other signs that his recent illness may 
have curbed the film’s ambitions. Even 
so, it contains many acute moments, 
with a fine performance by Soumitra 
Chatterjee as the ebullient revolutionary 


with Japanese cinema. Jacques Rivette’s 
latest Chinese-box fantasy “L’Amour 
par terre” will also surely be seen again, 
since it is one of his wittiest and more 
accessible essays, centred on a play being 
created out of its characters’ experiences 
and featuring joyous, beautifully shaded 
playing from Jane Birkin and Geraldine 
Chaplin. It also contains some of Ri- 
vette’s pretentious philosophising, but 
that is a price that invariably has to be 
paid with this quirky film-maker. 

Francesco Rosi’s latest addition to the 
catalogue of “Carmen” films combines 
an over-impeccably recorded studio per- 
formance with neo-realist shooting on 
real locations. Yet the old warhorse still 
exerts its spell, aided by the fire and 
passion of the singing. 
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Just published: EIU Special Report No 163 


PUTTING VIDEO 
TO WORK 


A New Medium: A New 
Industry 


- With the user strongly in mind this 
` report explains in detail what can be 


done with video in the work place, in 
corporate communications, training, 
marketing and education; what is now, 
or soon will be, technically possible; 
the services available; the programs to 
buy; the hardware range. 


The EIU Ltd, 27 St James's Piace, London SWIA INT Reg No 563972 


C Please send: Putting Video to Work. A new medium: a 
new industry. Price £75 or US$150. *Airmail postage extra 
outside Europe £2 (US$4). 
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Rothko Foundation 


A $500m giveaway? 


' NEW YORK 





The Rothko Foundation’s gift of 1,000 
works of art by the late abstract painter 
Mark Rothko, to 19 museums in America 
and abroad, is one of the largest, most 
valuable bequests of. contemporary art 
ever made. Before the recipients were 
chosen, the foundation ran an eye over 
about 90 museums worldwide. It was 
looking for institutions with a general 
commitment to twentieth-century Ameri- 
can art, a special interest in Rothko and 
the ability to display his rectangular 
shapes of luminous colour. 

Washington’s National Gallery, sup- 
ported by the federal government, will 
receive the core collection of 285 paint- 
ings and the -bulk of 600 drawings and 
sketches to circulate on long-term loan 
through its lending service. Washington, 
DC, is already a Rothko centre since the 
Phillips Gallery and the Hirshhorn Muse- 
um own several oustanding examples of 
his work. 

London’s Tate Gallery was chosen as 
the principal European Rothko centre 
because it already owns and displays 
several important murals personally do- 
nated by the artist many years ago. Roth- 
ko withdrew the murals from a Seagram 
building on Park Avenue when he 
learned they were to hang in the Four 
Seasons restaurant. The Tate plans to 
launch a European Rothko retrospective 
that will begin a year-long tour in Febru- 
ary, 1986. The only other foreign muse- 
ums to obtain Rothkos are Amsterdam’s 
Stedelijk, Copenhagen’s Louisiana Muse- 
um, the Israel Museum in Jerusalem and 
the Tel Aviv Museum. The French muse- 
ums never showed any interest in Roth- 
ko, while the West German and Swiss 
modern art museums already had exten- 
sive collections, according to Mr Donald 
Blinken, the president of the Rothko 
Foundation. 

Ms Bonnie Clearwater, curator of the 
foundation, expects the recipient muse- 
ums in New York, Buffalo, Atlanta, 
Minneapolis, Chicago, Los Angeles, 
Cambridge and New Haven to be “places 
of pilgrimage, where people can see a 
broad range of Rothko’s work and study 
him in depth. Rothko wanted his works 
seen in a group surrounding the viewer”. 

Rothko, a Russian-Jewish immigrant, 
was considered a prominent leader of the 
New York school after the second world 
war—in the same class as Jackson Pollock, 
Willem de Kooning, Franz Kline and 
Robert Motherwell. When he committed 
suicide in 1970, at the age of 66, though, his 
paintings were left to the foundation to help 


older artists financially. His three execu- 
torssold 100 of his best works foran average 
price of $18,000 each to Rothko’s dealer, 
Frank Lloyd, and his New York and 
European galleries, with payments to be 
spread over 12 years. Marlborough Galler- 
ies got 700 other paintings for 12 years at 
commissions of 40-50% . 

Rothko’s daughter, Kate, 19 years old 
in 1971, then sued for the paintings’ 
return, charging conspiracy and conflict 
of interest. She won, and the court or- 
dered Marlborough to return all unsold 
paintings, imposing damages of $9.25m. 
In 1979, the Rothko inventory was divid- 
ed almost evenly between the foundation 
and the family. 

Because Rothkos have been in short 
supply, prices of his best post-1950 paint- 
ings have rocketed. Last November} 
Sotheby’s sold a Rothko for $1.8m to 
unidentified Japanese buyer. Mr Blink 





Rothko was choosy 


a merchant banker, who has collected 
Rothkos since 1955, reckons the average 
price of the 88 post-1950 Rothkos that 
were given to the Washington National 
Gallery ranged from $300,000 to 
$500,000. Several museums unsuccessful 
in their quest for free Rothkos may now 
be eager to buy one. The public, which 
will have more access to Rothkos than 
ever before, may increase the painter’s 
reputation and the price of the limited 
supply available. 

The Rothko distribution continues a 
trend whereby large collections are con- 
centrated in a few institutions where the 
artists’ work can be studied intensively. 
The Josef Albers foundation has estab- 
lished a museum in Germany; Hans Hoff- 
man, another American abstract painter, ` 
gave 45 of his paintings to the University 
of California Museum in Berkeley. 
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oo i sales increase is due to currency the United Kingde 
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sales has been achieved in the shown good responses tot 
188 233 United States. product. 
Profit before tax amounted to 
€42.7m, an increase of €10.7m 
23.9 9, 379 — representing 33%. Again this 
increase was substantially dueto 
38.5 the performance in the United 
3674 States. 


‘oundation Limited is an international group of pharmaceutical and chemical 
headquarters in the United Kingdom. Under the will of Sir Henry Wellcome. all 
ans received by the Wellcome Trust, whichis the sole shareholder, are applied to the 
support of medical and veterinary research in universities and hospitals throughout the world. 
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-Nith an increase in its total commitment of more than 10% over the previous 
tear, the Corporation continued to finance the economic development of New jobs created 
~ some 50 overseas countries in 1983. At the same time new projects will Zao ae 
generate £19 million of likely orders in the UK; seven of them are gf ER 
being undertaken with British private sector partners. Va ead one 


< Qur objective is sustainable development but our activities in 1983 æ ey 4 
also generated gross income of £45.1 million. We can achieve that oe „New area under 
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natural resources are indeed renewable. 
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to help people to do what they can and should properly do for themselves 
— millions of the l 
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109, Glenelg, Maryland 21737. 


For professional administrators with exten- 


“sive experience who want to enhance their 


Career position by earning a degree through 


“our Guided Independent Study Program 


{GISP}: No classes. One-on-one faculty coun- 
seling. College credit for work experience. 


-Fo no-cost evaluation, send resume or call 


(213) 278-1094 
9100 Wiishire Blvd 
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A Degrees in Management, International Studies, 
and Computer Studies 


IN SOCIAL SCIENCES 


ONE YEAR FULL TIME COURSE -—- COMMENCING OCTOBER 1984 Fes is 
Students wishing to take a conversion course which will quality them to enter tor: 
Higher Degrees in the UK are invited to apply for this newly founded Graduate - 
Diptoma in Social Sciences, 2 Ceara 
The. programme offers small seminars, individual supervision. and. lectures -f 
selected from a wide range of established courses. sak pss k 

$ degree or previous academic experience 
establishing the candidate's capacity to undertake the course. peed i 
Brunel University is located 15 miles from Central London... : 
For further information contact: 


The Director, GOSS, So as 
Faculty of Social Sciences, Brunel University, Uxbridge, Middiesex UBB 3PH; 


egrees in. Management, International Relations, 
Human Relations, Economics and Finance 


iNew: MA in Energy Economics 
The next eight-week term begins 27 August 1984 


‘American Accreditation. Admission in each term. 


D ‘Robert D. Brooks, Director, Schubertring 14 
Phone (0222) 521136 A-1010 “Vienna, Austria 


os Business 
School 


__ THE LONDON EXECUTIVE PROGRAMME 


An intensive residential 10-week programme of learning and interaction for managers with key 
_ contributions to make to their companies’ future success. The Programme's focus is on building 
__ and sustaining competitive advantage in the international and national markets of the mid-80s. 


reas which receive extended treatment are: Strategic Marketing (Dr Robin Wensley), Risk 

Management (Professor Peter Moore), International Business (Professor Ken Simmonds), E 
Organisation (Professor Denis Pym), Financial Management (Dr Stephen Schaefer), Accounting 

d ree jement Control (Mr Jeremy Dent), the World Economy (Professor Jim Ball and Professor 

an pu ee gi : : : : i z i 
hrough its admissions policy the School looks for exceptionally capable and creative people 
Wiese Eeperience and skills will enhance the work of the group. Approximately 90% ar. 
-yange 30-42. oA , i TIES oe 


Course dates: LEP 39 30 
; LEP 40 21 


~The course fee of £7,000 ( 





_ which has been vacant since the retire- 


ment of Professor K ©. ae ae 


Manchester Business School 
‘RESEARCH FELLOWSHIP iN 


APPLIED ECONOMICS. 


Applications: are: invited for the above 
post of Research Fellow in the Man- 
chester Business School tenable for 
three-years froma date to be arranged 
as soon as possible. The School is 
particularly interested in- candidates 


(under +] specialising in the economics of labour 
ing reference number 16/04. 


management or the ecohomics of fi- 


University of 


Nottingham 


Department of Industrial 
Economics, Accountancy 

and insurance : 
TEMPORARY FULL-TIME OR 
PART-TIME LECTURESHIP 


Applications are invited for a temporary < 


“post of Lecturer with speciabreference = 


to insurance, tenable for aperiod of two — 
years. The successful candidate will. 

assist particularly in the teaching of the - 

new Diploma in October 1984. Prefer- 


uding curriculum vitae, list” ot “nancial - institutions. The successful | ence will be given to candidates who 
candidate will be expected to contribute | hold a good honours degree in eco 

to both the post experience and post 3 

graduate teaching programmes in the 

School and aise to undertake substan- 

` tive research; and may subsequently 

be considered for appointment to a 

Lectureship in the School and Faculty. 

g also available from, Further particulars and. application 

jation of Commonwealth Univer- | forms (returnable by 22 June) from the 

“sities (Appts), 36 Gordon Saare, Lon- } Registrar, The University, Manchester 

don WC1HOPF. M13.9PL. Quote Ref: 122/84/E. 


‘MERCHANT BANKING OPPORTUNITY 
“IN AUSTRALIA 


anding tunity to join a small professional team. in a rapidly expanding 
merchant an ‘with strong international associations. Candidates should have a natural 
fair in: tr ipet of managing their own portfolio, have initiative and be 
innovative a sound knowledge and experience of their field. 
Intemational ikalara is desirable but not essential. 
Candidates are now being sought for the following positions: 
Foreign Exchange Trader 
Money Market Trader 
a Financial Futures Trader 
-in addition a Manager for the Corporate Affairs Department 
will be required. 
Provisional authority has been obtained for the successful candidate(s) to emigrate to Australia. 
z: Ar attractive salary package will be negotiated including profit participation, housing, 
R motar vehicle and relocation expenses. 


Statistician 


up to £19,300 p.a. 


Situated in the Western Pacific, Vaniiatu: <: 
has a developing economy. The National 
Planning and Statistics Office currently 
require a Principal Statistician to run the 
Statistics Office and provide professional 
statistical advice to other government 
departments. 


Candidates, under 58 years of age, should 

hold a degree or post-graduate qualification: 
; in statistics, with a minimum of 8 years’. 

experience of government statistics anda 

knowledge of coniputér programming. 


Salary is on ascale rising to the equivalent: of. 
£19,300 per annum according to approved | 
experience, and includes a tax-free 
supplement paid from British Aid funds. 
WEBSTER UNIVERSITY Applicants should be citizens of the UK. or 
veo * oe d Eire. Contract is for two years, married 
IN EUROPE : status. 
Benefits include 25% gratuity on basic 


ed ij the North Central Association z Cölleges and Schools, t salary, free passages, generous paid leave, os 


Evening and Daytime Classes. 


MA Degrees in Management, Marketing, international Relations, 
; uman Resources Development, Economics and 
ance, one Data spunea ina Energy 


Next 8-week term starts 
August 27 (Leiden and Vienna) and September 3 (Geneva) 


AUSTRIA 


Schubertring 14 
1010 Vienna 


Tel. (0222) $2 1136 


15; route de Collex 
93 Bellevue, Geneva 


children’s visit passages and education 
allowances, appointment grant and 


-supplement advance. There is no income ed 


tax at present in Vanuatu. 


For further details and application form 
ring Gina Cole on. 01-222 7730 ext 3626.0r 
write quoting reference YRIN/405/E to: 


Crown Agents yy / 7 


The Crown Agents for Oversea Governinients. 


& Administrations, Overseas 
Recruitment Division. . 
4 Millbank, London SW1P 3JD, 





opportunities where decisions matter 


Economists in the Government Economic 
Service are involved in a wide range of work, 
including policy analysis, briefing, forecasting, 
and research on macro- and micro- economic 
problems. There are now vacancies, in several 
departments in London and possibly else- 

- where, for about 8 Economic Advisers. 
Candidates must have a degree with first or 
second class honours, or a post-graduate 
degree, in economics and at least 5 years 
professional economic experience (eg in 
the public or private sectors or in higher 
education), For some posts expertise in 
econometric techniques and computer-based 
modelling and forecasting is required. 


Starting salary (Inner London) within the range 


£13645-£17905; elsewhere £12395-£16655 
(under review). i 

Selection will be by interview in London in 

mid- July, the successful candidates being 
expected to take up post by October. 1984 or 
shortly afterwards. Initial appointment z 

for a fixed period (normally of between 

5 years) with the possibility of subsequent 
establishment and promotion. i zt 

For further details and an application form 

(to be returned by 29 June 1984) write to af 
Civil Service Commission, Alencon Link, 0H 
Basingstoke, Hants RG21:1JB or telephone 
Basingstoke (0256) 68551 (answering service 
operates outside office hours). 


Please quote ref: G/622. 


The Civil Service is an equal opportunity employer. 


NUFFIELD COLLEGE OXFORD 


~ RESEARCH OFFICERSHIP 


: applications are invited for a three-year Research Officership on the ESRC 
-` Financed Project on Feedback and Expectations Mechanisms in Econo- 
‘metric Models under the direction of Professor David Hendry and Dr John 
ellbauer. The salary scale is £7,190-£11,615. Candidates must have 
xperience in FORTRAN Programming and in Econometrics. 
Applications, no later than 15 June, should be addressed to the Chief 
Secretary, Nuffield College, Oxford OX1 1NF. 


Corporate Planner || 


A Major Force in Fresh Produ 


Editor required for Futures World, a dynamic. 
newly-established infernational market week- 
ty. Experience of financial and: economic 
journalism a must, knowledge of the futures 
markets ideal. Candidates should be innova- 
tive business: 


A London-based inforrnation pub- 
hsher seeks contacts with New 
York-based researchers. and con- 
sultants to write in-depth reports 
on markets for consumer goods and 
services. Interviews in New York in 
mid-June; write with full details and 
samples if possible to: Euromonitor 
Publications, 87-88 Turnmill St, Lön- 
don EC] 


{ urnalism all-rounders capable 

of furthering the already rapid development of 

. this. paper, Salaty Negotiable. Good fringe 

benefits. pane ee 

Write fully to: ‘ 
neste ial Dire 


ctor 
“Metal Bulletin PLC 
16 Lower Marsh 
. © kondon SET 7R4 





z The London Head Office of an international company requires a corporate 
"analyst to make a decisive contribution to the planning role in an established, 


successful and expanding business. 


ce Marketing ||| IRA | 
a 3 | | TRANSPORT ECONOMIST 

TRANSPORT PLANNER 
TRAFFIC ENGINEER 


A 


The successful applicant will have a degree in economics, business 


administration or similar 

ommunication skills are essential and so is t 
inimum of supervision. : 

- The salary will be up to £12,000 dependent on expe 

career prospects. 


ž 


larqualification and some experience of planning. High. 
he ability to work with the. 


DE 
BFA offers 
modern offi 


rience with excellent’ 





Hee Oe Apply in l 
-= The Economist Newspaper, 25 St. James's Street 


writing to Box No. 3377 


„London SWIA IHG 
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fvacanevihthePlanningDopanmen™ “Ii Universi Jof Birmingh: 
d Office in Warrington: ý i ity gha 


FACULTY OF COMMERCE AND SOCIAL SCIEN 
Development Administration Grou ei 


TWO LECTURESHIPSIN 
DEVELOPMENT ADMINISTRATION 


To contribute to the teaching, research and advisory activities 
the Development Administration Group within: th 
Local Government Studies. These focus particul 
al and local development programmes and gove! 
id town planners, providing in Third World countries. Applicants should have ¢ ual 
high degree of literacy and and preferably experience in oe 
ptitude fi work. They must be 
fessionally, \ 0 years relevant either rural development 


qualification experience, : or analysis and management of decentraligsd 
systems of government 
and be willing to undertake periodic short assignments 
pplication forms and further details are available from: Appointments on a three year rolling. contr: 
Personnel Officer; £7,190-£14,125 {subject to review} plus USS. 


Tonn aw niga Further particulars and application forms from: 


Great Sankey, Assistant Registrar (Commerce) 
Warrington, University of Birmingham 
WAS 3LW. PO Box 363 

Tel: Penketh 4321, Birmingham B15 2TT 


Ext. 3316: to whom the form should be returned by 6 Jul 1% uotin 
~ C/302/G. : a E 


LONDON BUSINESS SCHOOL 
RESEAR | OFFICER 


Executive Search and Selection 


FFICER to work on BIRMINGHAM, CARDIFF GLASGOW, LEEDS, LONDON, MANCHESTER, NEWCASTLE and! 
ed: Advertising and ; 


Response. to New 


Entry. ‘The project is financed by the : d ) © t 
FSA. arid will be directed by D 
‘Domberger of the andor onomis 
ma sara and Ot John Cub- Ci f £16, ki be fits 
bin of Queen Mary College. ee f Londo 000 plus ban 
-Applicants should have a good back- ty 0 nmn G ing ne 


5 D ama W iyues Ainar Accurate economic analysis is vital to the continued success of this long 


ysis. Computing experience is not established and respected international bank. Their increasing business, 
essential but will be an advantage. especially trade finance, has created this new assistant manager level 
ent; which will be for sae position which will report to the Chief Economist and make a significant 
‘instance, will be impact on opportunity and risk assessment. Candidates, probably in their — 
: early thirties, will need an appropriate degree and ability in statistics, 
analysis and oral/written presentation. Experience should incorpo 
banking and/or other international finance, ideally including asset 
liability management. Benefits include first class mortgage, personal 
season ticket loans (with conditions) plus medical insurance, luncheon 
vouchers and a non-contributory life and pension scheme. T 


LL. Duff, Ref: 18057/E. Male or female candidates should telephone in... 
- confidence for a Personal History Form 01-734 6852, Sutherland House; 
A 5/6 oon Street, LONDON, W1E 6EZ. , 





FURNISHED LETTINGS SW London, p- 


> Surrey, Berkshire. Contact MAYS, Ox- 
. Shott (037 264) 3811. Telex 89551 12: 


“GUERNSEY mailbox, office/company/ 
nominee services, Strict confidence: 
No VAT. Dupré Assoc. Ltd.: Church 
Lane, St: Sampson, Guomsèy, GA: Tet: 


AUTHORS WANTED. BY 
NEW YORK PUBLISHER 


Leading book; publisher seeks manu- 
cripts of ali- types: fiction, non-fiction, 
poetry, scholarly and juvenile works, 
etc. New authors welcomed. For com- 
| piete information; send for tree booklet 
-92 ¿Vantage Press, 516W, 34 St., 


í a Tachoicané: ‘there i is always 
‘on projects woridwide. We are 
i n-company and have access to 
4,000. Multinational American firms, pius 
426,000 companies in 133 countries. For 
free een arid a confidential application 
write 
oF “INTERNATIONAL CAREER CONSULTANTS 
È Avenue De La Tanche 2 
+ .B-1160 Bruxelles, Belgium 


INDIAN MARKET 


Po Are you ng a share of business from this 
j big and oan market? 


A matured and well connected Indian National 
having vast trading experience otters his 
services to. represent companies for iron and 
Steel, non-ferrous metals, scrap (fe, non te 
and paper); fertilisers, chemicals on retainer- 
seine or ‘etainership- cum-commission basis. 


ae 6, 30 nna ema Wewspane I Lte, 25 St 


before pienien ‘into any binding 
commitment. 


FUN ENGLISH HOLIDAYS for stu- 
dents (10-20 years). Full board, private 
tuition with outings. 15 July-8 Septem- 
ber. Brochure from Rushton. House, 
Wokingham, Berks. Tel: 0734 780890. 


HANDWRITING 
INTERPRETATION 
CONSULTANCY 
GRAPHOLOGISTS 
Confidential analyses. under- 
taken for all purposes. 22 Win- 
chilsea Crescent, Hurst Park, 
East Molesey, Surrey KTS 9ST, 


England. Tel: 01-979 7678 


INTERNATIONAL 
FINANCIAL 
BROKERS 


if you have a successful image among the 
most results-demanding clientele, we are 
offering an outstanding land syndication in 
the International Drive Tourist-Commer- 
cial Corridor between Sea World, Lake 
Buena Vista, EPCOT Center, and Disney 
World in Orlando, florida. Send your 
résumé identifying your market area 
potential: 


EURO-AMERICAN 
INVESTMENT CORP, 
100 N. Biscayne Boulevard, 
Suite 1209, Miami, 
Florida 33132. 
Tel: (305) 358-8097. Telex: 80-3237. 


BE OUR PARTNER AND PROFIT FROM IT 


Cranfield 


College of Aeronautics 


system 
aain cate offices, 
sa toises, “fetreation 


PROJECT SITE HOU: NG 
ON Si SALE AND LEA; LEASE E BASIS 


packs panel pet offered 
conference rooms, 
halle, kitchen with r iner 
actommodalions 


and workers. gormitery 
; plied comple. Units for preg har ion 
Please Adult 


: Sens inauires to: 
í he Feonomist Newson Ltd 


The demand for trained chiropodists i in the priy te 

Most of the training moeni to-qualify for a Diploma i 
be taken at home by specialised correspondence lessons. 
training is additionally provided. 


Write for the FREE BOOKLET from The Secretary, The. School i 
Chiropody, SMAE Institute (Established 1919), New Hall, Maidenbea 
Berkshire S16 4LA, UK: Tel: Maidenhead 32449. ` 


2 


Are your investments perfonninigs that wel 


Trans World Commodities, the experts in computer 
traded systems would like to help youmake money... 
in commodity, currency, gold and interest rate 
futures. (Minimum investment $ 25,000). - ae 
Write or phone TODAY to: Trans World Commodities Lto Administration Office, y 


Avenue Loyd George 6. Box 6 - 1050 Brussels, Belgium- Tel: 027 640.4585 
Telex, 22984 trans. o- in the UK: call 04-628 ga ; 


NAME: 
ADDRESS: 
TEL.: (office) 


(home) 
Restricted in Belgium and UK. DeptBT222 








NEAR MONTREUX 


Fordigners e can buy: LUXURY CHALETS from | | 
VILLA 000, 


S from  SFr325 


APARTMENTS from about SFr100,000. Mort: 
goes 70% at 64% interest. Ask: H. SEBOLD 


, Tour Grise 6, CH-1007 Lausanne. Tel: 


MSc IN AIR TRANSPORT MANAGEMENT 


“Recruitment i is under way for. exceptionally qualified candidates 
to attend this year's course in Air Transport Management which 
: begins in October and lasts for one year. It is a broad course 
intended for highly numerate, but not necessarily technical, 
graduates... Subsequent career opportunities cover the whole 
range of general management in air transport and its supporting 
. Industries. The entry standard required is that of a good honours 

degree in a relevant subject, eg business studies, economics, 
engineering.’ Preference will ne given to candidates with rele- 
< vantwork experience. 


CAS well as an introduction to some aircraft engineering subjects, 
_ the course consists of lectures in the management and econom- 
of air transport, with considerable emphasis on the quantita- 
methods used in the industry. A knowledge of mathematics 
including calculus is essential. Two whole terms are spent on 
lectures and associated activities while the last six months of 
d verte a thesis ona major, current 


Applications and inquiries should be made to: David Yeomans, 
College of Aeronautics, Cranfield Institute of. Technology, 
Cranfield, Bedford MK43 OAL, Engi and. Tet: Bedford fear ae. 
Tel ex 825072 CITECH. 


21/25 26 11. Telex: 24298 sebo ch, 


SWITZERLAND Direct offer from the - 
Developer. Chalets—Apartments in a 





250 acre private estate at 5,000ft alti- 
tude. Skiing available from each door- 
step. All amenities and maintenance ` 
services on site. Financing available at 
64% over 20 years. For details contact: 

Si Alpe des Chaux SA, 1882 Gryon 
p/Villars. Tel: (025) 681 552 — Telex f 
456121. ‘ 


T in one of these 
ron the Lake Geneva: i 
JURA, MONTREUX, etc. 


+ Buy your STUDIO, APART H 
prestigious summer and =! r 
ona ee VERBIER, VILLARS, , 
from, Str. 110'000.- 60% credit at 6'2% year on 20 years. 


“REVACS.A, 


82, rue de Mon lant CH-1202 GENEVE 
(022) 34 15 40° Telex 22030 





ECONOMIC AND FINANCIAL INDICATORS 1 


Oy SS EO I EE SS ERS SLT 
OUTPUT, DEMAND AND JOBS American retail sales fell 4.3% in March, and THE ECONOMIST COMMODITY PRICE 
their 12-monthly growth slowed to only 3.9%. Japan's industrial production rose by INDEX The escalation of the Gulf war 
1.8% in April, taking it 11.8% above its level a year earlier. Canada’s boom is and the troubles of American banks have 
fading, its industry raising output only a fraction in March; the 12-monthly increase put new life into the metals market. Alu- 
of 10.3% was the lowest since last August. Three European countries—France, minium prices rebounded in May, helped 
Italy and Belgium—issued jobless figures for April; none was seasonally adjusted, by news that an American producer is 
but all were well above their levels a year earlier. cutting output, which may persuade other 
% change at annual rate producers to do the same. Copper prices 
industrial production gnp retail sales unemployment % rate were lifted by further falls in the LME 
3mthst. 1year 3mthst 1year 3mthst 1year latest year ago stocks which, at 233,000 tonnes, are at 
F Australia +125 +63) + 7.9. +6.1(12) E -0e Be ote their lowest level for 18 months. Ameri- 
O em +36 +103 (3) + 36 18D Te 80) ie 2 can copper producers increased prices to 
France +63 +47 (3) +16 RAA EE TIOR ETE” (4) 85 70 cents a Ib, after several price cuts. 
W.Germany + 4.3 + 3.1 (3) + 5.4 +2.9(12) nil +21 (2 9.1 (4) 9.3 Cash zinc hit a 10-year high in London as 
na _— 30t — 1.6 (1) 17.4 (4)" — 16.2 the squeeze on available supplies 

+1.2(12) +10.5 + 2.3(12) 13.3 (4)* 11.5 continued. 

+3.6(12) +13.5 + 6.2 (2) 2.7 (3) I 


+3702) - 75¢ + 1.1(12) 32(4 28 
44 il (9) +1. +1.4(12) —14¢  - 23 (3) 12(3 0.8 London Metal Exchange rings: | ae 


— 04 + 2.3 (3) + 08 +2.8 (3) + 0.5 + 48 (4) 12.6 (4) 12.7 Jan 3,1984=100 120 
+11.8 +14.4 (4) + 8.8 +7.8 (3) + 58 + 3.9 (3) 7.8 (4) 10.2 


+ value index deflated by CPI 









































SE LD PTA EIST SST SP EE OTS EES) Ar D 

PRICES AND WAGES France is continuing to make progress in lowering its 

inflation rate. In April consumer prices were 7.9% up on a year earlier, compared 

with a rise of 8.6% in the year to March. The French rate is now closer to West 

Germany's than it has been since 1975, one reason for the relative calm in the < 

European Monetary System. Japanese wholesale prices fell a whisker in April, an £ per tonne 
were 0.7% lower than a year earlier. fee “atest? 


$ 


`% change at annual rate Aluminium 


wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 
+ 6.9 (1) +15.7 + 7.2(12) % change since end-t983 
+10.9 (3) +13.8 + 3.8(12) Copper 
+ 4.4 (3) +10.9 + 7.3 (2) Zine 


sina [TIES] 























1980=100 % change on 
č + 6.5 (4 3 +78 (3 May22 May 29 one one 
+ 37 + 3.2 (5) + 3.3 + 3.6 (4) (provisional) _ month ar 


rly wage rates in manufacturing except Australia, weekly earnings; Japan and Switzerland, monthly earnings; Belgium, Dollar index 

a, Sweden and USA, hourly earnings; UK, monthly earnings pii phian iea All items 90.4 90.1 425 fer 
FOCUS: RECOVERY Industrial pro- Re ee ee 
duction in most rich economies is now Industrial production a a D E “es 

i 7 i ix- First half,1982=100 a" ; . -3.0 -15. 

MOR oviri got seine, 9 mooh 6-month moving average | Metals 73.0 754 _ +23 _ -54 
bumps in the monthly figures, the pre ie 151.3 151.0 +3.44 +195 
Strongest output surge occurred last 1728 1696 +59 +37.7 
summer. Since then production has ; 
barely risen in Britain and West Ger- 131.7 134.1 +0.6 3.6 
many; in America its growth has poe PE E iy 
slowed to an annual rate of 12%, from z 
a peak of 21%. Only in Japan is output ooj | i 1134 1125 +28 66 
still accelerating, with growth in the six- > | 129.2 126.3 +53  +23.0 
month moving average running at an | _ Industrials 
annualised 13% in April. Over the p at an ox a 
latest 18 months for which figures are Metals 913 94.4 426 
4, available, Britain’s industry has in- Gold 

creased production by only 23%, West $ per oz 378.0 385.75 +22 

Germany’s by 3%, Japan’s by 16% Crude oil (spot) Arabian light 

‘and America’s by 20%. $perbarrel_ _28.48 28.40 +02  — 04 

*Non food agriculturals 


| Footnotes applicable to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas. adj. tAverage of latest 3 months 
compared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. 5 





| THE ECONOMIST JUNE 2, 1984 F 101 





| this year. Now rates have increased in 


WORLD BOURSES Wall Street fell 
„Australia, Holland, Sweden, Canada a 


ing money dearer in ‘real terms, "alee a 
short spell last winter when it was- 
getting cheaper. In. Japan and West | 
“Germany, the cheapening occurred 
because.nominal rates were falling; in 
: America, because inflation was rising 
‘| while interest. rates changed little be- 
: tween December, 1983, and February 


all three countries while the 12-month- 
:ly rise: in consumer prices has fallen 
zi slightly. Real rates in America were 

still. one point lower in April than last | 
July, and in West Germany 14 points 
Loge from their peak in December. 


ut was ngah to 3.8% in 
eet ‘More countries next week. 


| F United States 
: Nominal 


ngapor 
rebounded). Japan recovered a little after falling 9% in 


again worried by higher interest rates. 


Stock price indices 


May 
29 


London 826.2 992.8 770.3. 


-3.5 





New York 
Canada 


1101.2 
2222.5 


1286.6 
2585.7 


1101.2 
2187.8 


~14 
+0,1 





Australia _ 676.3 787.9 675.0 


=3.5 


+16.0 


~ 97 


282 
+930 





Japan _ 793.6 876.6 7355 


40.4 





Hongkong _ 923.0 1170.4 871.1 


0.41 


+24.6 


+05. 


i05 





—14.5 


-145 0 





=142 





7.25 





z490 F 





Belgium 150.9 156.3 135.3 


-0.6 


+24.8 


3s 





France _ 172.1 181.7 «185.6 


OF 


+36.6 


~ 5.3 





Germany _.1606.4 1096.5 998.8 


71.3 


+111 


SE 





Holland 126.2 147.2 123.3 


+34 





206.7 192.1 


tay 2 229.6 


+04. 


$22.9 
+755) 


wr l43 





29.2 





951.9 1071.9 928.6 


Singapore 


42.1 


AS Ss 


z2 





South Africa __ 1051.5 _ 1105.3 962.6 


135. 


+10.5 





4594.5 1388.0 


-5.5 


E02 





360.0 


72.8. 


+127 


rates for Eurobonds, provided by Credit Suisse First Boston. 


Money supply Interest rates % p.a. (Monday, except bonds which are previous SF id 
% rise on year ago... Money market - : Commercial banks: E i 
Narrow Broadt Overnight 3months Prime 


(M1) 
+10.4 +128 (3) 13.25 
+ 90 + 87{12) 7.95 
+ 68 + 0.5 (4) 10.50 -12.00 
+11.8 +11.6(12) 11.88 12.25 
+.45 + 4.0 (4) ~ 5.50 : 8.00 
+46 + 9.5 (2) 563 . 7.50 
+10.9 +13.2(11) 16.88 j 17.50. 
+13 + 7.8 (2) 5.94 $ 5,50 
na + 68 (1) 11.50 : 11.00 
+16 + 66 (1) 2.50 j 7.50 
+13.1 + 83 (4} 7.00 10,00 
+75 + 9.4 (4) 10.50 12.50 14.76 11.69 13.91 
Other key rates in London 3 mth Treasury Bills 9.0%, 7-day interbank 74%, dearing banks T-day notice 5.8%. 
Eurodollar rates. (Ebon: 3 mths. 11.8%, 6 mths 12.6%. 





Australia 14.10 
11.90 


11.45 


15.25 
14.75 



































983 1984 f 
# 3-month interbank rate | Deflated by CPI 


and cannot be construed as offers | by these banks: § New W Series. 








eS ‘binging the total for the first four months of the year to $42. 1 billion. Britain's current account moved froma mas of 23m i in 
-March to a deficit of £588m ($837m) in April, as oil imports rose to replace lost coal mat The dollar's. Lene worn: 
exchange rate fell a fraction; the yen and the D-Mark rose. : 

Trade balance** curent- currency units per $ 
$on account 

balance 

latest 12 $bn 
months fatesti2 A 
+ 08 


3mth forward rate Tredeveighterlt” - currency units > 


latest 
month 


+ 0.36 {4) 


latest pert 
Disc 1.46 5 at 154. 
8 Disc 0.18 . ; 93.0 773 
_Prem 0.18. ra GTQ: 1.79 
Disc 1.83 “66.1 < 69. 11.7 
Prem5.83 12551282 379 
__ Prem580 1147 Oo 487 | 
Disc 3.66 2338 
Prem 5:23 821 
___Prem 0.64 - 
Prem 7.90 146.7 
___ Prem 2.24 79.6. 
=. 131.3" ~ 














MIES 
= 42 


£0.62 ).62 (3) 
L 0.54 (4) 
Ti+ 1:30 GB) +15.9 +1743) 
+ 0.01 (2) + 38 + 3.6(12) 
ix, 0856 (2) = 63 7119 1687 
+3.29 (3) +345 +24.5 (3) -2 

+ 0.08 (3) 4-23 = 1142) 
Switzerland = ; Sears Ranz Sn -228 
UK 7119. (4) A A 072. 


ERE a0 
wt 2.0 (3) 
























































What merchant bank | 
has over 60 points of | 
contactthroughout §& 


the Middle East? 





= 
Pe} 
Through our close association with the British them best in this area. 
Bank of the Middle East, which has over 50 branches When you come to do business in the Middle 
throughout the region, Wardley Middle East can East, contact us at our head office in Dubai, or 
provide the full range of services you would expect ofa through any of the branches of the British Bank of the 
leading merchant bank. Middle East. 


As part of Wardley Limited, a leading force in 
Asian corporate banking, and a wholly owned 


* 


WARDLEY MIDDLE EAST LIMITED * 





subsidiary of the Hongkong Bank Group, with assets in pe 
excess of US $58 billion, we have the essential resources 
‘ to back our customers. member: Hongkong Bank group 
And with over 90 years experience of finance in Head Office: PO. Box 4604, Deira, Dubai, U.A E. 
_ the Middle East to draw on, we know how to help Telex: 45806 Wardub EM. Telephone: 221126/7/8/9. 








ot 


Airplanes 


Helicopters 
tactical missiles 
Space an 


tic systems 


pallis 


super pumalExocet 





